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tbe probleu nay be raLeed to the tltnl.sterLal leve1 for firrthcr
coasldsratioa. 'lfhe U.8. Secretary of Dafenee le conel.dered to be
the fiaal arblter la the event the problero cannot be reaolved,
after necetgary consultrtlon, to the nutual aatisf,action of tbe
Eber cormttrleg.

fL 1r befieved ttrat ttre Belglana deaLre tbe effect of
an lndanrlty agaltiat aay adverae ftnanblal Lqact In tbe event tbe
9.8: Eecretary of Defense Dalsea a prograu deolalon cotrtrary to tIe
dcrlres of tJre other four partu rE. In the caae of full-eLa1e de-
velo;nent costs, ye have agreed to such requeet but tbe General
@uasel for tbe Departoant of Defense adviseg tDat a firrther o@
ritrent le not poeaible nnder U.8. lar..

B. Guarantee of Prlae and linked to tbe nunber
of a

I{e have proLded tbe European ConsortLu ritb a 'not-to-exceed' price developed b1z'tie contractors for ttre airfrarc and en-glae. .|Ehlg prLce also Lncludee ectLuatea fortlre goryernrcnt-furn-
Lgbed eqfdpent and the radar syateo. Stli U.g. Gover:urent hai ad-
vLsed thtt Lt caanot. gruarantee guch a prlce for both porlcy aadlggll aeaaons. tlrrtheruorc, wc.oannot- legally gruaranLee a U.S. buyof 0SO alrcraft upon rhLch th6 not-to-exc6ed lrlce Le based. Slni:

ich the respectLve Hrr'opean couatry
Tqy prrrchaec. Note ttrat the not-to-erceed prLoe exteuded-to ttreo of
$6.09 uLllion eaeh aeaun€a tbat ttre nrropean Governnenta rilI Erut-chage 3tl8 alrcraft and ln tbe event tbey elect to buy a leacer-nunber
undsr thelr optLon agreenenta, a Der aot-to-erceed rould have to be
negOtiated on theLr bebalf at tbat tlne.

:fbe coproductLon lnckage offered by the u. s. Governreut
rrtments would purchaee at leagt
the point at rhlch a 100t offget
an riIl not be fundanentally

"'Hi3T:lff lfi: llElit"if i3'
gueaa rhat their queatLon of 'coqreuatione llnked to the number ofaLroraftt ueants in ttre conteEt of- tbe tileoorandum of Underatandipg.

C. General Aepecte of @productLon. .

Tbe BelgLan Goveruent apparently warts to be aeeuredthlt they v1,11 bave a nsanLngfirl partLctpatton Ln tlre full-cca}e de-vclolnent and production prograDB. I aD [rsrlonally aatl.sfLed that
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it le'ttre lntention of both General oynamLce and UnLted fechnolo-
.gC.es to ineure thlt the European Governments are glven a reasonable
opgrcrtuntty to lnrticipate. Both U.S. prLue contractora recogrnize
that thelr ablIIty to perforo on the F-16 prognn wlll be llnlced in
a aigalfLcant ray to t-heir effectivc nanagement of tlre coproduetlon
effort. f'he cmltuent of 40t European content for the. @naortlrru
airplaneg aad tDe 15t Rrropeaa coDteDt ou al,rcraft being sold to
t-hird countrles soDtirrusg' for the llfe of the progrra[. Eorevs, we
have lr.Eited tb€. LOt Eurognaa conteDt on USAF aircraft to the lnl-
tlal 650 atrplane progrrarE. I suspect we Day be agkeil to elctsni the
lOt cttuttoent for all F 15 aircraft purchased for the U.S. lnven-
tory. A dcclsloB not .to Ddce ttlt conccgsLon, after congultatLon
wittr 9ecretarlz Clocnte at aD Earlier date, has been based oa the
bellef thrt thc coproductlon program ia already very attractl.vc and
fur-thsr tryrwoctt umscec.arli.

D. itlvanregg.

le bave coadltioned the U.S. offget offer on tbc Buro-
PeaD tndurtrlz betag 'reagonably cmpetltlve.' Ttre Belglan Grytrrr-

lsularr .- appears_ to 
- 
be guite concerned that the U. S .

II uge t.hat quallflcatiou aa .n excuae to diaqualify
Buropoaa blds. Botb contsactors aDd ourgelvea. havs gLveo firrther
aaauraDce tlat euch.r.ill not be the case. TbG totrl aircraft and
englne prlccs autlcipats that Bm dl.fferentlal will be necearary
to'acc e the tduropcan cont€nt. f btllcve lt rould be a nia-
take to f.ir rreaceDtbly cqptltlvei by a parcent go of the U.S.
quotatioo eincc thtt aitlon rould aluoct ineure the Buroperu btds
would nevdr be,I,ese tlran tia'percentage differentLal a.grecd uEon.
9ltrile tJra lockhCcd. C-130 offaet progrran was.not suceeagful iu
Burcp€ aad le frcgucully quoted as an exaqrle of U.S. lndustry rur-
realnneivqncos, rc havq attapted to convLnce fne Europeans tbat
tlre U.S. .fae1e a direct obll,gatlon lu the lnrforiuance of
tbie ProgE D. All of thc erropcan countrles oth.r. than Belgirn ap:
pear to have aaceptat thte assurances.

E'. Oth€r Porsible trsruce.

(1) Sab ad lfanefar to ltird @ustrlea

DrrrltrE t.be togrotlatlone the Consortl.ra couatrlea
have beeo told thtt thsre i.s a sta.tutory requira.ant titt aalee
and transfere to tbl.rd countri.es requlre U.g. agproval. The Euro-
Peaas would Ilke to have full-clear uneDcuubcfcd tltle to their aLr-craft -- at leaet after I0 years after delivery of an alrcraf,t --so that tiey could at s@e future tIDG aell thoir F-I6E to cust@ersof theLr owrl chol,ce wltti'out securlngt U.S. approrral. Und6r present
Iaw we have no 'give" here.
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t2t U.8. Purchaae of BelEl.an Uachine Grurs for Tanlce

wzlrs nachr.ne rfr i"s":""L*:, Ti:'l#'o:,'sl;iffitrfil.s"
bench teate of a arngle Belgi.an ttAc-58 nachlne gua produced byt[. fts teata rere li-uited becuage it wag coaflgnrred for tankDurtlng. Of all ttre forel,gn lfunr tegted, ttre t{AG-58 raa tbebegt. ![te U.8. candldate teeted ras the standtrd lnfantrlz lt60

. rachLne gruns rcdtfled for tank nountlng (116082] . Theae rurder-

. rent bottt technical and oSreratlonal teating rltb srcellent re-gultg. Becauee the IAG-58 alao.provided orcellent reeults, tbe
Aruy dcctded to obtaln 10 producti.on rcde1s utth tantr nouats to
teat elde by slde agalaet lor rate productlon nodele of ttre u6082.In parallel rlUt t.be hardvare evaluatioa 1111 bc an exanLnatLon
of-licentlng optlons, acceptablltty of of,f-shore prrocurenent and
relatLve coste. Deciglon on weapon selection La ichcduled.for
ilanuary L976. Army rtII need 19;0oo weapong for it^e tank fIeet.Ihls rould repr€Eent a $30 ntlllon purchase fron Bclglun and
rould be a lnrtlcularly lnl.atable and ipolltically almbolic'
Procureilcnt for van den Boeynants aad Tlndeprns to announce as
evidence of UBG lntent to purchaae European equignent rhen tbategulpen! h"g d.onctrated auperior chaiacterLstics. you nightrlsh to lndicate to van den Boeynante that you favor procurcment
!r- Bclg+q unlees tlre fluar teetlng reveals nnexpecled per-
formance iuferlority or Lf ttre costa are prohlbiCtve.

Van dep Boeynants may also have ulterLor notivee for his vLsit.For enan1r1e, be eould uae any unrelenting U.S. attltnde aa an
orcuae to rlthdrar frm the @neortLun and be srrbJect to the 1east
amount of blane frq the otlrer Ee&bera. He night-also uee the re-sultg of the neetlng to Juetiflz bie declsl,on dmestically. In
Belgfuu tlre french-speaklng Belgl,ans BupI,ort the ]trRAGE ana tne
Ilc_ls}-geedclns Belgians favor tbe r-16. atternatlvery, slncetbe Belglans Just recently proposed to ttre uen'bers of tf,! western
Buropean unlon (I{BU: uK, prance, Gemany, rtary, Ber.glur, Nether-
lanrgr Lu:cenbour_g) that ttrey fom a etudy-group on nrropean armaproduction, and ttre French have cuggeat-d-a nlw Conncli for Euro-
peaD Eecurlty or a@e otber armauent grouplng, it aay well be that
yan.a." Po-"y"fnts is aeeklng a rclean say- to'postpoie a selection
declsLon vhlch he knms would kill ttre piesent-Coniortium. tfe be-lleve thE current Prench Bclgtan ideae -- only euggested in late
tray -- for latra-Buropean arna productlon outilae-or the NATO
lramewprk are probably intend,ed-aa spoLllng efforta to delay ornulIlfy any Coneortlun deciEion to buy ttre-p-l6
Attached are3

(a) The lLet of Lseues for discusslon aa provided by Belglan !OD.

(b) Polnt paper outtl.ne of t{CI.
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II'LTIXATTOilAL F-16 PUreBAf,

JOB.ASPBqIE OT lEB
OI UTDBRTITATDING

' agreerent of the flve couatrles (U,9., Belgluu,
e'f,etdqrhnds ead t{orrey) to enter lnto a
proglau for procureusnt and productLon of

the F 16 alrcraft ls reflested ln tte follorlng tro
docunents rhlch have Jugt Deen slgned:

slgaed by the U.8.
four Ilnleters of

Ibfenee for the four Hrropean countrles (flve
perty docuncnt).

slgned by the U.S. Secretary
al.ater of Defense for eac,h

couutry (bllaterel docunent)

fte Ieuoranduu of Understaadlag (xOU) ls the prevalent
doculent or bagtc chs,rter for the rultlnatLonel F-16
Irrogra!. The IOU sets forth the general pollclee rnd
prlnclples agreed to by the flve countrles for the opera-
tlon and uansgeuent of the cooperatlve prog11a'u,

fhe Prellnlnery Contiactr otr the other hand, ls prlnclpally
s flngnclal docuuent vhich sets forth. each ladlvldual' n countryrs alrcraft requtreuents, prlces, a^nd

schedulos, aa uell ae in lnttlal-ftnenciil cou-($114I) by the Euopean countrles for the flrst.
year of the progren. The Eellulnery Contract y111 be
further deve.lolrd and reflned ln the next fev uonths.

The naJor a.spects of the XOI are aa follors:
F- The United Statee G,overnnsnt (USC), subJect to' @ngressioual authorlzatl.on and appropriatione,

plans to procure 6EO P-16 olrcraft and base agubetantlal nuuber ln Europe.
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fte Dlrolreen'h,rtlclpatlng Croveranents (EFO) plan
to procure 348 f-16 aLrcraft

Ihs U.E. Depertuent of lbfenee (mO1 wtII luplenent
and f,uad the deve.lopuent..prograu for 'the f-16

Upoa deltvery of EBO productlon alrcraft; the IIBG
r11 oup rpprorluately.gLTOr000 per alrcraft
(t1 otal) frou the EEG for f-16 reeeErch rnd
dcvclopnent costs. Itls B&D recoulment .charge
lncludep r ehsre ol the develolnent costs for the
f:lOO englne rtlch ras orlgla*lly d6s!.gned lor the
t-15 alrcratt and ls noy belng used tn the F-16
as.reIl.

:

le the lr&lf cr.U be ultlnately responslble for
tbe dry to dcy oEnageuent of the f-16 piograu, both
la t[c llhl,tcd Btatee and ls &rrope througD its prlue
contrac'tors (General Dyna"rlcs ena Uatted-Technologtes
CorDoratlon), a slgalflcant nunber of EFG pereonael
1111 be rselgned to end fully lntegrated lnto the USAF
l-16 Bysten Progra,u Offlce at f,rlght Patterson APB,
ODlo, the ErropeEn f-16 Syeter Prograu Offlce to be
ectabllshed ln Brrrope, the teEt prograu belng conducted'
at Eduarda AtrB, Cbllfornla, as veII as vgrtous other
tnagpnent actlvitles

A hlgh-raollng. Buropean offlcer rlll be asslgned
as the EEG attache or ll.alson offlcer to the Cmrander
of tbe Aeronautl.cal Systeus Dl.vislon at Wrtght Dattereoa

^T, 
ohlo

Ilurlng productl.on, the USG e111, tbrough lts prlre
contractors, lnpleuent a European lndustrlal Ber-tlcltntloa proiran vtlch could ultlnetely provlde
qpportunltles for'coopensatlng productlon offset
ln Euope e=cecdl.ng 1006 of the procurenent value of
the EFGrg lnttlaI purchase of 348 alrcraft.

The hrropeon lndtrstrlal partlctpatlon plan ls'
based on tbe four &rropeen oouotries produclng
Lfi ol, the cou;ronente and support oaterlal for
the USAF f-16 elrcraft, 46 of the BFG atrcratt,
aad 1EE of thlrd country purrhases of the F-16
sircra,ft. In thls regard, the contlnuatlon of
lndustr-lal partJ.cl.patlon Lnto thlrd country sales
ls tndLcatl.ve of the partoershlp relattonsblp
rDoDg the fl.ve countrles for the fultlnatlonal
f-16 Progran.

.l
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Elnal alrfr;a"ue asseobly llnes for the EPC
alrcreft ylll be eetabllshed In Belglun and
the f,etherlande.. Belgtun 1111 also provlde
tlnal asseubly oi tne'F-!.OO englne for EpG
.rlrcrsft.

F Tae BFG ba,ye agreed a,rong theuselves thet the
rork dtstrlD'ntlon ehaU be proportionel to the
Irosurenent'value of 'each couatryts tnltlal.buy.

'b reduce the rlgk of currency fluetuattons, the
IIBG and lts prlue coutractore have egreed .t6 sn
rrrangeuout rhl.ch pernlts the use of nstlonr,I' currenbl.es for subcontraat work placed in &lrope.

-- 'The UBAF yfll estebllsh Contra"ct Adnlnlstratlon
Qperatlng l.ocatlons 8t two or three of the
leJor Buropeen co-productlon plants vhlch ylll
Lnterfa,ce rlth &rropean gp\rerDmert contract
adnlnistratloa a,ctlvltlgs,

The lntergpyernmental leveI naDageuent of the progran
11 be through a flve na.tlon'tfUultlnattoaal Ftghier ':;
ogret Steerlng Conlttee.r' lbe Steierlng Commlttee
lf be responslble for broad poltcy natters, advtce,

aad counsel to the USAF Systeu kograu lllrector . :

Iatters addreEsed by the Steerlng @unlttee vhl.cb
lnrolve substantlal flnancLal consegueDcea for eny
Governuent rLII be declded on a unanluous basls.

In the event of any dleputes, appeals .Eay be arde to
the lll'nlsters of lbfense and the U.S. Secretary ofIlsfense, The Secreta.ry of Defense rlll, ln the
lntersst of the couooD prog?au, a.ct as flnar arbrtrator.for those decl'etons wtlch have not otherylse beea
reeolYed.

Advanced technology cooperatl,on and tranefer is anlrportant teature of the UOII. AIl eleuents of thef-16 alrcraft, rlth o fev exoeptlons, ylll be releasedto the EFG for edvanced technology tiansfer. Bven the.fev lteDr currently rlthheld wllr be relessed on a ttue
pha^sed basls vheg socurlty restrlctlons pernLt.

fre IIEG retalns all rLghts for iales of the r-16 to thtr<t
corrntrles vhLle laElng Lnto account the agreenent vlt[the EPG for 15S tndustrla,l partLctpatt.on..
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fbe ualt prtco of the alrcraft to the EPG as descrlbed
in the IQI ls $6.09l'pe.r alrcraft Ln Januaty.LOT6
dollrrs although the flnal cost to tho EgG ls expected
to be lorer.

Iho planned buy of F-16 alrcraft by the portles to
thc EII are:

Untted :Etatee: 650
.Befgfuu: 116

:!8
Ihe f,etherlends: 102
X6rray: 72

Three counffi.es have the follovlng optlons to reduce
qua,ntltles at a later drte (subJect to prl.ce a(fustnents):

Belgluc: 1{ f-164
Ils rE: 10 f-16A
Ihe ltetherlaads: 16 f-tOA *td 2 f-168 (tyo place)

A1I partles to the XOU uadertake to avold conflguratlon.
c+,qnges to the F-16 unless such changes are cleirly
ludlapensable eud also cost effectlve.
The IISG rtll provlde data for and eDcourage partlclprtlon
1n future allcraft, engl.ne, avl.onicg and runttoas update
on rodl.ftcatlon lEogrius tor the F-16.

The IIEG 1111 provlde lntegrated USAF alrersv and
ralntenrnce tralnLng oE a relubursable bagLs.

Ihe IIEG v111 use European depot level nrintene,nce and
werhaul' facLlltlea on a nutually agreed ba^sls for
USAF F-16 aLnsraft operated Ln Europe.

lte USG 1111 prwlde loglsttc aod technlca.l euplrcrt
On a reinbureable bEsls as requlred by the EpG.

OIIce of the Secrerary of Defense

riry: Eo 13s26+ 5 t5.(. 6 SSI
in Full:

Reason
MDR:
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