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A8SISIAilT teGnETARY ST0E38EL Oil 0FrtE?r IilTRA EC

RELATI0NS; THE ftIOrC,,tET Cf,IttEr EC gCONOl'lIC AND |{0N8TARY
UNI0NT INTERT{ATI0NAL lt0}lElARY R€FORI{r lHe CAP, FRG

EXFORT gREOITB TO THE EASY TID THE FRG DOI{EE?IC ECOf{OI'ITC
OUTLOOI(, 8CH||IOT XA8 HAREHLY OPFOSEO TO THE UgE OF FRO
OUDBET FUNOS IO IIIPBOVE OTFgET OF BUFOET{ SXARINC OFFEHE
w HE h0UL0 FI0tlT AGAINET iAilY fionE CoNCESgIot{gn T0 fxe
U8c llE EVENTUALLY YIELDEO E0ltE OR0UND, 8UT 0NLY T0 Tl{E
EI(IENT OF OFFERINE TIEOIUII TERI{ OR LONO ?ERilT
BUNDSUBANK LOTNS AI ilXODEFIIEi TI{IERE6T RA?E8 TO BRIOOE
THE I{IIIE 6AP OEIIIEEN CURREI{T Ut REOUE8T AND FRG OFFERI
END EUt{'tAR Y T

A" Ill A lll0E RAI{CIN0 0ItCU00I0t{ 0YER ONE IND ONs HALI HOURDT
A8$ISTANT SECRETIf,Y $TtlEs0ELr ACC0IIPANIED BY EC0ilDHIC
l{IiIISTER l{001T0lrlr COVERED THE FOLLOilING SUBJECT8 hlTH
FININGE NINIOIER EgTI]ItDI t

CA) ATLANTIC OECLAIIATIQNT ECITHIOT EI(PREOCED }iOPE IHAT
EC AND ilATO IERE AT LEAST IiEETII'IIi SUBSIANTIAL PORTt0t{
OF UE IItEHEs ON ATLA}ITIC USCLARAIIOII. TOLLOIING
STOESSELIB STATUS REPORTI TCHI,iIDT GOI{}IETTED iITIS 80
HAflD T0 KN0h T0 I{HOF 70 EPEl[nr AD0ING THt? fHlS
FROBLEIT }IA8 DITPICULT ALIO FOB OERIIANYT FOF EXAIIPLE,
THERE TAE I{HTT FO}IPIDDU sAID AND II{ERE IIAO I{HAT TAE I}I
IHE BACT OF HI8 I{IND. I{HAIEYEF FOfiFIOOUIT VIEI{8I
GtBCAflUr6 IERE oIrFERENT. IND lt{git TI{EFE Xrs ALso Tt{E
COllf{IS$toNr l{tlIC}l s0llltIo? 'DI8}tISE€0 A8 0EYoID 0F
POLIIICAL 6OFtlIETtCAIl0Nr EICEPTIiIG 80AllE t ANO OllTOLl.

(8) orrtET. u8 Ar.tD rFo FogIIIoNS 0N oFFsET lNo
BURDEN 6HARTI{O IERE OEBATEO AT SEYEI{AL POINTE IN THE
0IsCUtsl0N, 3cl{ilI0r l0ol( EtPEgtTLLY HIPO Ltt{Er tTAflilO
ON SEVESAL OCCASIONO TI{AT HE HOULO OPPO8E TNV ADDITIOI{^L
EUDOETARY COilCEEsIOT{! ?O IHE U8. IIE INsISIED T}IAI
PFESENSE OF U! Tn00p8 IN EURoPE XIE AS ll'tpoRTtNT T0 Us
SECURITV A8 YO EUROPEIE AilD IF UI OIONIT TI{INT EO, US
EHOULO XITHDRAI{ TH€i.I. I{E AROUES THAT IF US iEI{ITE

.rIsfiED TO FoflCe HITHDRATTL lT lroULD 0O 80r ANo NoTHIT{o
FRG XOULD OO TOULO CHANOE EEiIATE ACYIONT FOR HI'{ YO
0lVE IAY, ECH!{l0T C0NTENDEO, IOULD }IEAN II8 POLtrTICAL
DEI|I$Er ANO HE NAtNfT lE0ut T0 C0llilIT P0LI?ICAL HlFlr
( IRI r NO GOVERNI,iENT I{OULD REDISTRIEUTE BUOEET FUiIOS
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HAVE fiO?HII{G }IORE TO OO }IITH OFFSEI. ECTITTOT EAIO HE
BEGBETTED HE }TAO NOT EPOI(EN OUT NORE OPE}ILY OI{ IHE
OFPSE? qUEETIOI{' HE XOULO I{ELCOTiE A PUBLIC OEBATE T{ITH
u$ coNunEEEl0r{AL gFor(EErlEN. hE rlAD TALI(go I0 US
$E}JATOftO AND HE i{AE 8trNoULA8LY UilIilPREEgED. 8SH'IIDT
REFERREO RET.'EAIEOLY IO 6ER!+AT CONTRIBUIIOT{O TO
SUPPOHTING DOLLIFr At{O L0ET Hl8 C0I{PLETE C00L oilLY
IIHEN OPEITINE OT DX PE aILtION HE8EBVE LOSSE' PRE

CLAI}IE TO ttAVE EUE?AITIEO Oil DOLLAR OEPRECIATION THIs'
YEAR. rFIER lluctl DEEATE, SCH|{IoT C0NCEDED (t) 7ne
COUIO COllfiIT AOOITIOHAL BUOEET FUIIIOs TO IIIPiOYE CURf,€ilT
DII 9,6 EILLIOII OPFSEI OFFER IN FRG FY 7' BV XODEET
rIOUNT OF DH IEE.9,O6 IIILLIONI EUT ilOT 8Y ANY TIEilIFICA}II
ATOUNI A}IO I2T HE }IOULO BE PREPTRED TO BRIO6g OAP

AETHEEN U8 AiIO FRG POEITTONS EY IIfiEOIUII TERII OR LOilE
TERIX CRDDTIE AT iIIODERATgfl INTEREST RATED EITEIIOEO BY
AT
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ln roply rcfcr to:
t-26227173

I,|EIIORfl|DIT{ FM Tffi SEGRETAf,Y OF DEFEI{SE

stt&tEGT; 0ffset and Burdenshdrlng llcgotlatlons (u) - rcrtu lfrilmAilDul{

tlh Vou ars selpdulcd to [rs6t ulth Secrctary Slrulte end llndcr Sccrctrry
Crsey on Frlday,2llorrernbcr to dlscucg thc US/FilG offsat negotlatlons. You
nay wlsh to nake thc fotlwlng polntr:

- lt$Dll 2llr spcclf lca that flnanclal .rrlnlFlntr wlll bc ugcd' lf
ncctraary to obtaln a full, 1.c., lO0 pcrcont offcet. - DoD agrccs.

- Problem hrs en aoonoolc dlmonslon but thls ls dwarfcd by thc
polltlcal problcnr whlch lprcts dlrcctly oR our natlonal securlty -

ln Congrcrclon l rupport for
malntrlnlng forcr lcvclc ln Europc untll r itBFtr Agrcmant cm bc
ncgotlatad, (b) Jlskson-Jlunn Amcridmcnt rcqulrcr 100 pcrcent offset
of, eonponsotory troop reductlons (c) for thc long run anclloretlon
of Congiceslonol opposltlon to forccs ln Europc.

- Currcnt FiG offor ls far bolow 1001 offsct (a doflclt of approxlmately
$2 billlon) rnd th.r6'ls ltttlc llkclltrood thrt thlr problanr wlll bc

::":J,"-::::tTrol.,"*. orrsat rr $3.r b.ron oycr a hro ),..r
perlod. Thc Ff,G hcc offsred $1.0I+ bllllon over the eame pcrlod.

DoD wants es much hsrd offsct as poarlble - but when maxlm,lm hard
offaqt her blcn nogotlatcd dlfforcncc truBt ba mdc up wlth flnanclel
mcaturct.

::"":::::.,::::":,"*s troop wrrhdrav.r rn rormr o*.p orrscr.

Loanr wlll be e noccssary part of thcoffcct, and mrot bc long tcrm
(4o - 50 years), wlth as much nG), rpn.y as porrlbla.

lntorsat rata stpuld trc aero or coDcaEslonary and rubrldlzed by
FRG (DoD posltlon at TAB 8).
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