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.Att .. acbad DIA•s analysis of the ne)! nilitary•c,· 

activity in E~ypt rou no ed th:ts ino ning A ,litted1y 1fl 

its oruc eness eaves one inclin~~d not to accept it 
as the last ·rordo Houever 1, H:il understands f .. om I!'fR 
that NS itself 1 the author of th:Ls morhing:s pi.ace., 
is puttin:r otit a sorrt.ewhat le ·s alarmist vers on this 
afternoone 

In £en-era , the in .e ___ community doesli.ge:nce no 
th:1.m tba UARir: prepar.ing for war, tnxt ~t is well 
m•rare that. the E~lptia.tt.s can ~c- stupidl,:y ~ and so 
it will watch tha situat:ton c1.osely. 

John Fostei.• 

. II 
I 

DECLASSIFIED 
• E.O. 13526{ Sec. 3.5 
NLJ C: -2 1 

By C1 NARA, Date l1/S/l1 



.. 

.Item : UAB, Military Developments 

Recent UAR militnry dcvelopmon.ts that seem somowhat 

unusual could. be .re.lated p:timarily to concern. ·over Isra.eli 

nbility to fly· in Ar«b airspace v/it.hout serious challenge; 
.. 

-·a~ illustrated in the 4 .August raids rin_terrorist camps 

in Jordan,· 

On 12 August,·UAR air defense r~dars were very active, 

possibly becc=-.useof ind:lcated Israeli g1--ou_nd.exercise~_ in th~ 

.Sinai. 1'lajo1~ naval and air communications change~ on 10' August 

may have been eff.0cted) ....... iiiiiiiiil.._l!!!!!.!!!!!!!lal ............... iiiiiiiiiiiiiiiiiiiliiili~lthough such 

chan.ges n1·e petiodically mad0. The continued rotci.tion of I 

. I 

last yQar's wnr to disperse aircraft· and th~reby decrease their 
•. -------·. - • 

vulnerability~- MIG-21s have.recently bee deployed to Xc1Wc"1jY1 

~Awshim, a field near Faiyum. • 

A11· 11 August ~ir forco message directed squ~dron commanders 

·at Baranis to be at theil• posts on the 16th, not to gran-'~ arJY, 

l0<1ves, nnd to 1'ecall all those on leave ox .. on temporary duty. 

Baranis was tho only known addressee; the specific reason for 

the order's having been issued is npt known~ ~lthough there has 

be.en some 1."ota tion of squad1·ons to and :from Baran is,. If the· 

message was addr0ssed to all squadron leaders, it might have 

been· re luted to the exp0cted ~·et~_~"'l oL.P-1:.o~ent Nass~~-- from 
, 

the USSR. Nas_ser was suf,fering considerable pain, apparently 

' in~the.sciatic herve, as of 9 August but is now reported tri-

be feeling better. Officials in Cairo have suggested that he 

:· .. u can receive good care in Egypt with c·~1·bon dioxide therapy,. •. ~-

• • - presumably f~r hi~ respi1, ..atoi'\y problems. (TOP BECitl)± litllf.8) 
n G I I M •• II 75 7 

•-- ~. ------------·- - --- ---·---•----r ·----- •-- ---• - • 
• - . . . : • • --.------------- ....---- --~,-------------------·----- ..---. 
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,;~prH J.8, 1968 

SUBJECT; $9-vlet ivHlita.ry Shipments to the Arabs 

You have asked two separa't~ queeitions about Soviet n'1.Hitary 
retupp-ly to the A1·abs: 

1. H,:,v; much of Egvet•$ ~ank_loseea has th~ ,USSR ,l"eplaeed? 
The followin.g table lhows that, including SO ta.nks on loan fi:om. 
Algeria.. the answer is- about $5%: 

Pre-war inventory 992 
Combat and poet .. war losses 591 
Current. e sth:nated inventory 844 

Z. Have SoV'iet ~hipn'l.enb levelled off? c_- ......----=------­
compat"ison of January an.cl .April inventories suggests that, except 
for Ira.qi tanks, the Russians seen1 to be supplying aL_or belov.,l th,~ 
·.re .. war _level. However, wo are trying to getl _ _ f 

a formal an.swer to thia important question.......--:::----~--~-----
a.n.d we will pass it a ng when we have it. 

I 

SANifIZED 
E.O. 13526, Sec. 3.5 

NLJfOJt l --d~ 
By ~l,9- __ NARA, DateJ - -a~_ 
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DECtA~iJ> 

~utho11trfR!defe'ideiwl<:>'-\~,'-ti 
Ii• -f-'"-·NAltJ\.O.:;f-;i;;i-1 $" 

5" •:J-JEC'l .. : 1:.ppoiutr.;)er.tt of Cool"a.io.at l"' on DcDa-;"i:lg Projects n ..sra.cl 
a~d the United Arab Ror;ublicI,. 

!:c. ·the .:i.t ac.;;.(!G ~~e::c."lcz-an<lm"l'l Seci·ct.:l ...·;r .:":{u.cl;1·0 ""or..n1· cne!S you na:ne ~ hi:;h• 
~ ~ '\• \. (.. ,. ""'. .,. " "' . ~ ') ~.~~vc.:. cooroinator i::o el:pJ.OZe con ttio:uG uocet'" WAlC~ we m1~at coopc1·aic o 
nudca~.- dc::;;~lt:fr:.gp1~~·~0 in i&1·ael az.'ld the UAR. (The lts~ncr :iJ:J "COdc::ota~a~y., 
war.t t';:c ccordin.ato~ • attached to the Wh~te Hou o r:aihei· th.:.n s-~~te. 

T:~ cc0rdina'to;( would loo~~ into us:nz U::.ese -r;;:-ojects to neg"'~ ·a:'·e LA.E;,. corc·rol" 
o:...~ll ~:l~ting anii futur:e nucl~ar insto.U.aUons in both cour.'h• ·es! 

;;:-;.:;fo=-cacti~z on these 1·ecommtmda-..t"\oas,. we ~~i:shed you to have avz.ilable a 
c .. ca= acccu::it ""f ice isi.a1es tho coo~d~ oato? will £ace -- a.nd ouz;o gcve?nrr.ellt -­
~;) w~ z:.·.1ovefo;.~va..:d in this mattez-. 

D:·. Eo::~1iz s st~U, Cht:.des Schultze 1o an,· 11.-,im.eall collaborated in this 
s~a!iiuz o:.:c1"cige. 

l. Ca:~ theso projects be econor.dc? "£he rcce~1tly completed jo==;:it U. s. -
!s~ac.ii cnibeering o! the p:i:·oposcd !Sl"'.:!C ':· de:oa~eing/electric l~OvH,~ p~i:,$~"Ud1t,. 
zLcwo it io tecb.nologicall/ !eaz· b?.e. ·-N••ue ent:.!.blishin3 the cozt of p::oducinz 
wa~c~, :. did not zdclrccs ·he economics of ...~i--~-e •.;Ja~ei.. use. We lmo· .. v a lot 
lees a~.:.:;utthe UAR p:::oject. Sh1cc it is p~i:.~·;~u.•Hy a nt-.c .. e~~ ~'ectric po•:-Jer 
p<)•ac.t '.1·..1ith~ Zt."'.la!l c~.::cl·f n:;; cap.:-.bi ,iiy the •..va.ic: eco ►.orr: cs will e 
~ccond~ .. 7; but \Ve r:ood to kco~..;1•..vb.cthcJ; tho nuclcur powc •• plan~ wocld be 
:::...10:-e cco:o.or.~ic th;;;.~~z-.o oil-fueled cr:.e. 

Tl::; ,:cc::..o:r:L .. :1:::alyGis \UC c.-::..v:.: ::::.:.~'\e3 c:.~::-..r thc.:..t t!:c .. ::;l".:l.•cl' p .:.~t -~, :.-. 
:lot ·:--..::..0...:~cc \'iZ:.tc~ i:Z cu::~cr~tlv com? --~:zivc co.:;Z.D t:.:::.lc:::;$ ii _ri,~cccl b.t.. r~:-a~t- • "' - . '-' 

o.: ~t hcavil:7 conce~siour<l rates. Eshl;c ! im~eli h4!~ sQid ~~t only ii t 4e 

p~ojec~ ~oclcl cc ;fnanced a.t Hzero h:~tr~...es: ~~teft cou"d it be ~one \iJ~t~ut 
r)i.;.t;i=.z a:. ur.acceptablo st.-cl.·n on th ..:zrael' econon~y. 

https://t:.:::.lc
https://cap.:-.bi
https://econor.dc
https://Cool"a.io.at
https://1:.ppoiutr.;)er.tt


wh:c:-: h~:9n~ns to 'be the .. ctu;:;.l co c~ : .:;~nnbtfo0'
"-".... ,> 

Rivel .. d • vcr ~ion wo:-~s. By co:i.··.npe.:d.cor.: 

l:.':. S. 4% h:.tc~cct -.:.bcu.i'• cciu~ to cc~:n-:e~"c '""'... ra es)~ ~.110.te::: fro.u . ~c 
p4--oposo~" 1c;~o. '\t wowcl cost 67~ ,r;or 1000 ga! ...ous • 

.:"...t ,;},. u:,~i to:i....cCt -half' waJ L>-~t\;.~~e-nA" D tcrn-io £or Ia.-aol and E:.;-!m 
Ba~k tet ..~1Ci) it would cost '"B. 4f cer ,..r 00 gal ous. 

At no- i:nte1·cct., l"cpayable i::i 30 yeai·s, .cost of water wou cl be 25¢ 
:;-o.,.1000 galfon.o. 

"..ud o::.c~l of these costs ~hould be \ ...ci~eaoed by abou. 7'i, r:ior: O ·O 
r;;...lla:.:.s to cov-- ~ the costs of de VC'X'";J. 

~~n o~tdz!-:t gift of any pa.1·c of the capiia woul o! court:;c» lower the coct o­ifJ 

"::~t~l". ~~~ c~mp"'·c. H 4~6% n-ioney wc1:e rcpfa.cod by g~ant, h cozt woul 
ue: "'o·;.10.:ed by 2<;pc:- 1000 gu~lon~ for cacll $ ... 0 n·/ lion. But with no 

. "' . . l ,,.. . .. " . .. " co:...ccc::.)w;c;a:. cc::.plt~- I1nz.nc~ug ano at rn.,.esent w~te~ 1:;:ll.ces. an a;nnua1 ~uoz c.y 
of ~bout $16 m:t.fon \":'.lculd be requ.· :r.~ed. 

Z~t th0ce in·ojccticns. based er:~1~resc~t cccno:e--.....jc cor!c.Htionc ·11 !G:rae.!l. • 
. ;..;.::o :1ot ~.p1 .. opc • basis fo-: _-dcciciori. W ·, need an. au.tho ...it~tive cva!uaUo~ oi 
the w~tzl" eco::::.01~::.icsof Israel in the • ')70t s. .AJ.te·· al!ir t o !)!ant is bch',g 
considc~cd bcc;;.use o! futuro water :nhor a,ge "'n tho couuz~y. Therefore, it 
will i,Ja n~cc.ssary to: 

-- J-s..n.c.!yze Dupply and de ...1."1and factors (ncp~!atfo .. gi·owtu, indus~:ria 
in:vo sti--:.cr~t, agricultu1•al ¢Ap-tnsion. dec:i.-oasi.· g natu~cl watct" 1wuppy 
v.;.b.ich.wiU. clete1·n'liue the pt:ice oi watel:. 

P:oojcc~ into that conte::·t ""he :--e!ativc advan ag~s of dcocl"""ng with 
:;1uck:a:: as 01:,posed to uon-uucfoal• iu --1.z. 

Stu~y ~ ..tol--o.~tivo sourcee cZ --..·.;~..,e::.·(tn.:cn aa r:fo~cd zea w~tc::..,. t.o-: 
.i~ • .1ited u~es} a:o.d wayo t do v.rithou·" wn~~,:. 

;:;u:.\:,;..7 ~..:tl u:;o in the l970~s. .zr::..c is o·:c oi (·:::.::::bee~ Cil.Co sud~· s v 
z;.=.d we v; ~ ul-d .. ::.ke to J?Utthe bezt !j.-i: ncla h'l fu · co~t~y on i·!. 

• 



• 

a.. Zc:--~el appears un:r~kdy to r( vc U.? it:j -t!C.i..~Z.- o.rtiOl'l by accc,p~i~.; 
co:-.. tl'"O .. ~ Di::~ !1.a and z:.Hi\:1tu1·c 1·e.::.ctc,::. Es!ikol s iL hn.s ...oz anewc:edon ..~ .. 

So 1e 

-:;-_·:-;:.:;.:.-:.o-:;g~··· ... -:uc ... "'.1::.:10::-0 t.ht:.il we d::c~cly have -- Eshk 1' z ~seuI"ancc th~t 
I::.:.:.•~,:<:.\:lill ~c,t bo :bo i'irct to int::c,h;;.cc ..1u-cl0a:~ weapons i;1.io the Middle Ecct. 
~•• ~ ,•:r-, ,c:-::-,-no~ ::;P.·,-~7·•<"'1c .. ~~--,.,.-h,-,.,';"l't , ..... ~~~-1,..,~-•'°l' r::-~ ... ~·.V'),CO"'''"','' ":at"f.,<1,t:t. ~~-}..r-,Hlr1 ~·~tl-,,:-. C':-"'1'~('11(',• ... ,i-1'
-- •• ~ '----• • • .... ._._.,._, .......... ......,...,~ .. ~"-' .... v-.Q ... • w~• ~ .... --~ Jr..:t.•~u.1.'~ •\i.,;,, 4-.J.4.,..,. ~- ... ~~.f - ...,...,, ... ,.""_ 

go .2.hc2..clwiCh nudca~~ dGsalting a-cy-,.;.10,•bthereby .oz:.crifi.ci::."lg he !:O b~rgainin,s 
• 1 "' ~- "' "" ~ 1. ~ "' i" ~ ~.7.. .-!o: 'c.::.~:-~tc;.--pos ~"!..0ly rng cno·u.g-''.l to el;)~ w:. J:.cl 01~ .:.r:l<:)~ucloJ.: Vlcapor-.1.5 t~ac - ? 

St:ltc:~~ pa,pe:i: leaves th:s up in the ~ir. 

b., Even f.;L .Ia:. Z!.c~ accepted '~EA safo[ifu::.rcls o~ al its :--ersctors, 
wot::.ld 1h,~y be udeq~:~e assu3:ance .n.g·:..irw~ -..vcQ.po:.4s proHf.:;:.."t.:.iion? : cu hz.vc 
,-:-,•,- o· .. ',T ._, .... ,~,roA~ ./';;,i··, ~,l"'ccn1· .-:---4:',.-,,.•fo.~~,.,.~;r(•,Y --,-~ .... , ,.,r,"'- r".• r,-f .,..,_...-,.f ....,___'l~·-n..r,,. ,. .. .,,1{;·~·~ "'-t, I··,,~~n .... 
._;.,_ .,,.;;:, ✓ :.....l. _j.vU ,.:..;._........,,.,..., """"" g..,_ • .:/w .:;H;,\.~,._.O""°i.;..,. ',,i,:J <:...~ :;,;..:.,;;;. """.;., wt. -4.t.:~..,..:,..-~ v.... '- ,.....J,v.., V -~ 

c:;b:~::z ::.·cactol'"S. "£his ha$ been OU"i."oolicy i:~"'·cuzhout ··h~ At-on~£ l!"o:;... ?e2..ce 

.t.:;::'cz:·-2::.~~~l3:0~11e"-'1(;~~0despite: cur cific·~a. ei1do:.~zcr~1er~tof L4.Ei1J.co-~t~ols:;- so:c.1e 
cic.:.:i::-r.: •. r-:;erlt c:-::pcrts arc .s!'\cmtical Z!bout !-..e c!fcctiv-e:-.1,.:;!Josoz~ AZ.Ji.. za:fei~-cc ..ds 

~ . . ,..,...... 

e;.::;t h:::1"'"0 to it:t:agir:.0 a cituz:.t-?.on in t7:bic~ t1'1ey-:rdght d.:eat . y to ab::ogate 
tl~c ~~fo.1·_;ua:;.--cc.,li they could go· 2.1:ia/ with -~iii we would t....-1vc:±.::rnccd the 
pct~::ti~.,J o! ~ad~ to·· uUcl nudcc..r wco.:r.;;ol~S'/Jithottt estabH~hi:_,:; co~~pcnea:·ing 
coi.:t::olc. J:?1:0:.Yi ···t.e ?icwpoh1t o! 1':>revc~iti ''lg nudoz:?..t-prolifc::~ti" i"' r ... 1igkt:1.11 

b-~ b~tto: .. to !.12.vs uo 'lt:!:W rmdcc.r r:eaccors ··.ntho Midcllo Ez.st a=..d -.;..., ...ook rrioi·c ... 
c.occly i;;:t dc-s~!til1[?t~iitb. ncn-r.u:.clea.r £-~els,\ ezpecially if nu.clear d~co..:. 
sbow !J no cba;•clr.t ccon.onJic advat.:.tag~. 

,. ,. "' ~ • .,· ~ 't'. " ~ ,4.'< F ,. ... i: IJ' * 1" tl ' "( • '!o 
..~. !!l w""' c,;.'='clttQco go ,c,.r"~ua io1 .. a..::1csa..:0 o:.: c s~ • ng~ s~om • we .:..;.~c-. 

t.t.c !::.:·~cli a~d UAR projects 'l Scc:-etary ft"1e!~ sugr;estc we make a st.ab at 
~~.:.de~:... iafcg.2a~d$ by doing a 1-rojcct :~-:.botI coun:~:-ics.i, ogive us b~~ga:u 
fov0::~z-~. {Jzrz:, \Vies~1er ,;i;:zote yoi.i alo:...g tl:c :JariH; i~i.e~.) He a:igucz tl-~t 
o...c cou::.ti"y \vcn.ud hti.rdly fo~S\!Jear ~:i,.zcfaz.~weapons uclcss the othc:r: did, and 
t!:c P" 2itics o! ,:·he l:11iddle E~st r.L-:iak.cit ~isky to he p ono side ·on ~ny cue ~::.z 
r;:... ojcc; without bz:.fo.ncir.g on ih$ othc~. 

Hc!.7in3 th-z, Ul-:...P wcu!d fo:--!"cit r.:1oe;; 
e~-·~oci from. ~ i~i::.::·~o::J.v fol"~cl. 
• - ' . - , 

-. 
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.. 

lt ...:.::..y l1ct be politicz.! .../ foaoible w:" some t°.r="lctc go ahc~d 1...<:it 
...._ - ~ ~ - l .. r. J:1 "<,t.~ ~ " • ,-.. • ·t)t,-~-'J c.;:::.::.··~...p:-,)JCC'- U! ;;.a.~ W.h.L-.o !~l1l;; cc .i:.csc ·~ ::.~c ... cai· o~e. ~-o !t rno.y c~ 

;,•~\·:7·;•'.'\C to~-:_,,.,,.;~,,-, ,ri"':"' ..r"'•""•'°l~ ·_;....,·~•r··,:11-:.cf ~,~.,, ,..,,, .·, ..,1.,,~.,._::,:~,;":',...,,";'",...,;r,,....£--i••"\: r·~-~. "f".t-~.,. 
""--•--..--- • ...., "" .,_...., .....,....,. ---- _..,,,. ·:ti, J.'- "-'".JI"' ., .,., ...,.,.v._,,,-" ...... ~ .. *•u J;.-'...,vJ'-"'----• -..4..-. •--- ""'.:.1..:.:\<j,. 

c.:;;.:::;(;.11t!:e U.f~R J):."ojcd ~s _pi·i.rl·1A?ily 2.:"! clcct:--ic 1:;ower l)lu.uz ru:cl ic~ ,_ho:.·cfo~~ .. 

!'~fac::::cl: ha!:i ..it·tfo i:r.11:~je,H ....tc l·.1000 oi dcvc!o;):ri·,.:· ut:.c ... ca· \"lCc. ...'l";,o~s. li·- .. ...., 
~-:.'ccc-.:.:J .J~1~::c~a doa ... wi-tZ::. Zs~~o .. orit s~.;;;egu::.t.. do~ we m~ght be ab ...c ~-o?c ....~~~de 
L.:.:::~to -:1 cept .. t7it!io~'t .£tivhtrr. h:ni -~nfo.D/!' - ,t->;_.. ..... "'•11. ,";( ~..,.... th;S!l"'.i: .. ,_~t•ri-,• rrc1-.: : ..... ..••c"¼ O .;- - ,_ Ji,.r 1,;,. - ..,. ~-, /,;; .. •~.;:; _.;,_ ~ • ..a..;. 

11·"··-~. ,J.i•--·1,.,,-::"<f"' •-:••:::-;... 1- f~·1r,,,~ 0-.. ~.,,,.,. ~ t •.. -,·, ....~:.-~ ....,.., ,1 .~,,..,...af, 7,.1,;•t-_,,.~.cr,1:::;t· 0i:t°.:,.._r-l< _: r.:. .,..,..,('~\..,ldt-,,_.,. 
......... "'-"' -- ..... ~-'--~• ...,. '-'"--• .... ii\I..,,,;,Ww ;.,,.._.,., ~ w.~ L~~ .... ·~· ~ .:....A -- ... """' ._.._ ----- ...,,_. '-' w .... ~ u"-' 

s~c;;.~-..r~c:z.:g n-o !)Otentla • \'Ve~pons of hio own. 

!t is .:n#obab~-y·cnrcaH.st· c Co c:.::~.n~ce lm:cic ... eo '1cce_p ... •.02..foe..1ez.;:dzon 
p-xivate I::;~:r;,~c.el~11 i~n :.--co.cw-:.:--o..So ;,::. t::lc2.l \Vith on ::u.deai· e~·f ...l"cs·:~•.J.:nl\,l~r.z..y 

oc t1.:.cb~::3t V.lC, ,tau hope fo1·. Pc:;;.H:::t:..c2.hy_.t quiet bfi~fol•..J. •-v.. Sa ~pp:-o .....ct:eD 

t~ b<~,t2:l1:;~r~tc s niigl;,; be; as r;oo<l a bet ~s u::5ing --~~~Aiccar~-r~r:~~ safe ..·-:"Jio~ ,t t 
g~.::.:....:!s.. :m.l.:i.t.e;:•.;;;.1unae!."'Standingc 1·7d.Jh • be ,70 "'ke .. ot.:t v,it:h s·~it~ cl:Zfoi"e;..~ 
b~~g.::ti::tln.g c·cu.i:.tero in each coun ~y !Jl"Oviucd we co1,:. d give each cs5e.._·f al 
~~;;u:·~:.cc ~h~t tLe othc.i ... ,.vould r-,of.go r.uclc:.z-. 

~=-~-~ ::.:.~:!ccj.Udt(1' ·r1~~~ fi,: ';-1r1~:~~--t } ... _~ 1•1,1:--1,C!~:.i .,C ❖",;).,,.8-\rC:.,[!r~:) ..------...;;:.~------~~- - ~-''"' ""-t:~ ....,\..i ... {.· ·- .............. _......,.._ 

S4~.:::t~ts p'2~pez- i.:1clude s $20- ,15 n1:!lio::t ii1. r;..:·ar~'~s ~·2.1'0~1.1 

ou::· ov;=. ::_)r-c-~x.:i~H.;ci in .r-\:.:.r1ccs ~1.bz:·~2.u~i:1~ tcca::-.:.olplaz'lt Los ... goca -~ ebc s2::.n"::C 
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THE SECRETARY OF STATE 

WASHINGTON 

--SECRE'f' - M._y 21, 1966 

MEMORANDUMFOR THE PRESIDENT 

Subject: 

The attached memorandum·speaks for itself,·but I wish 
to comment on three points: 

(1) I believe Governor Harriman would be 
an excellent choice as the United States coordinator 
on the proposed desalting projects. 

Other possibilities as coordinator, any of 
whom could perform with distinction, include 
Gene Black, Doug Dillon, and Mac Bundy. 

All of these people not only have the 
sensitivity and the broad grasp required for 
the job, but are thoroughly acquainted with 
what it takes to guide a project through the 
Washington structure. 

(2) I consider it important to link the 
Israeli project to a possible United Arab Republic 
project with a view to making significant progress 
on controlling the spread of nuclear weapons develop­
ment. We see a promising opportunity to work toward 
that goal through acceptance by both Israel and the 
United Arab Republic of IAEA safeguards, which provide 
a verifiable control system. I would stress also that 
in moving ahead we not lose sight of the importance of 
using our cooperation on this matter to obtain effective 
safeguards over the existing Dimona Reactor in Israel. 

(3) In view of the current state of our relations 
with Nasser, I believe any public announcement on the 
appointment of a coordinator should be related only to 
the possible Israeli project. (We would, however, privately 
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inform Cairo at an appropriate time of our willingness 
to undertake an economic feasibility study in the United 
Arab Republic in the context of a possible understanding 
on safeguards with both Israel and the United Arab 
Republic.) Such an announcement should not be made 
before we have reached an understanding privately with 
the Israelis on what we have in mind to announce. Some 
delay in making the announcement would also help to 
mitigate a foreseeable tendency on the Arabs' part to 
associate the nuclear desalting issue with the announce­
ment just made on our sale of military aircraft to Israel. 

Dean Rusk 

Attachment: 

Memorandum for the President. 



THE SECRETARY OF STATE 

WASHINGTON 

May 21, 1966 

SECKEr 

MEMORANDUMFOR THE PRESIDENT 

Subject: United States Support for Desalting Projects 
in Israel and the United Arab Republic 

Recommendation: 

That you name a high-level United States coordinator to explore the 
conditions under which United States cooperation on proposed nuclear 
desalting projects in Israel and the U.A.R., including possibly United 
States Government financial assistance, might be feasible and desirable. 
The coordinator would specifically explore the possibility of linking 
any United States Government assistance to the acceptance by Israel and 
the U.A.R. of IAEA safeguards over all their existing and future nuclear 
installations. 

Inasmuch as various questions concerning the economics of the Israel 
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The above recommendation stems from a consideration of the problem 
by the Interdepartmental Regional Group for.Near East and South Asia, in 
which representatives of the Department of the Interior, the Atomic Energy 
Commission and the Arms Control and Disarmament Agency participated. 

Discussion: 

I. Foreign Policy Implications 

I believe the desire of Israel and the U.A.R. to construct nuclear 
desalting plants offers us a major opportunity to advance our broad 
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objectives in the Near East and could make a contribution to peace and 
development in the area that would justify considerable United States 
support. We recognize, of course, that nuclear reactors of the size 
contemplated would yield fissile material that, unless controlled, could 
conceivably be diverted to weapons manufacture. However, we would require 
IAEA safeguards over these reactors and would also seek acceptance by both 
Israel and the U.A.R .. of similar safeguards over all of their nuclear 
installations in exchange for our support. We consider the IAEA safeguards 
system to be an effective deterrent against diversion of nuclear material 
for military purposes. 

Israel will undoubtedly be reluctant to accept overall IAEA safeguards. 
Nevertheless, the desalting plant may be important enought to serve as a 
powerful inducement. There would seem to be little likelihood of getting 
Israeli agreement to comprehensive nuclear safeguards unless we get a similar 
commitment from the U.A.R. We believe we could probably obtain such a 
commitment from the U.A.R., in conjunction with our support for a desalting 
plant and an Israeli commitment on safeguards. Of course we cannot be fully 
confident that either country will accept the safeguards requirement until 
we approach them to sound out their willingness to enter into a 11package 
deal." National sensitivities on this issue are so touchy that we will need 
to use a senior negotiator to approach both countries at the top-most levels 
(not over-looking the possibility of withholding official U.S. support if 
satisfactory safeguards provisions are not acceptable). 

An approach along the above lines to both Israel and the U.A.R. would 
be consistent with our efforts to maintain a reasonably even-handed position 
in pursuit of our interests in the Near East area. The assurance of this 
important new source of water, particularly through the Ismeli project, 
would in the long-run tend to lessen somewhat the tensions arising out of 
competitive efforts by the Israelis and Arabs to harness limited natural 
water resources in the area. (It is important to note, however, that 
economic assistance, via desalting or other projects, is not a promising 
avenue for resolving the bitter and deep-seated Arab-Israel dispute.) 

Since the British and German Governments have shown an interest in 
s lling desalting projects abroad, Israel and the U.A.R. may look to them, 
and possibly to France, for financing if our terms are unacceptable. We-
will approach those, governments to seek their concurrence in requiring 
safeguards over the entire Israeli and U.A.R. nuclear programs as a condition 
precedent to any financing of the desalting plants. 

II. Economic Factors 

The Kaiser-Catalytic engineering feasibility report provides detailed 
estimates of the cost of the Israeli project, intended to yield 100 million 
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gallons of desalted water daily and 200 megawatts of electric power. How­
ever, as a project engineering report, it did not address itself in detail 
to possible alternative solutions to the Israeli water problem or to questions 
like the value of water (as well as further electric power) to the Israeli 
economy under varying cost, price and use assumptions. 

Our involvement in the UoA.R. proposal has been limited to a preliminary 
survey by a United States technical team which indicated the project might 
be attractive in meeting its limited objectives. We need to achieve a fuller 
understanding of many aspects of this project. Unlike the Israeli project, 
which is designed to help meet a substantial portion of Israel's growing 
needs for water, as well as electric power, the U.A.R. project would produce 
a substantial increment of power (125 megawatts) but only a modest quantity 
(5 million gallons daily) of desalted water for use in agricultural pilot 
projects. 

Economic feasibility studies are needed to clarify questions relating to 
water and power needs and costs in both projects before we can make a final 
assessment of the economic attractiveness of these projects. We estimate 
that these studies would take up to eight months to complete. Within that 
time period we should also have more definite information on plans for U.S. 
Federal contributions to a comparably large desalting and power project being 
considered by the Metropolitan Water District (MWD) in Southern California. 

III. Financing 
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The proposed economic feasibility studies will demonstrate whether the 
projects meet the tests of economic feasibility, i.e., whether they would 
be viable if financed solely on non-concessional terms. Such non-concessional 
financing could include (1) perhaps as much as $20 million in grants from the 
Department of the Interior and the Atomic Energy Commission, representing 
research and development benefits to the United States (this amount could 
conceivably go as high as $41 million if the MWDproject does not go through 
and if the decision is made to construct the first plant of this scale ·in a 
foreign country); and (2) perhaps up to $50 million of Export-Import Bank 
lending. Concessional financing could involve (1) dollar loans from ~ID or 
other sources on terms substantially softer than those offered by the 
Export-Import Bank; (2) an Atomic Energy Commission waiver of interest 
charges of about $3.5 million on provision of fuel inventory; (3) a loan 
of" up to $48 mi-llion to cover local currency costs on very soft terms if 
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PL 480 Title I continues to be available. However, no proposal for AID 
concessional dollar lending for Israel for FY 1967 or subsequent years 
has been included in the current economic aid request now before the 
Congress. 

AID believes that United States Government financing should be 
considered only if the projects would be viable if financed solely on 
non-concessional terms. The Department of the Interior and the Atomic 
Energy Commission believe that the proposed projects would make a major 
contribution to large-scale desalting, which would benefit both the United 
States and other nations, and which cannot be measured solely in economic 
terms. 

I agree that we should not go forward if the projects would require 
continuing annual operating subsidies, but I do not believe we should fore­
close the possibility of providing concessional dollar lending for initial 
capital costs, should the projects prove economically desirable within the 
political context outlined in Io above. In that event we might wish to 
seek special Congressio~al appropriations, perhaps under the Water for 
Peace program. 

Economic feasibility studies could be financed by the AEC, the 
Department of the Interior, or AID. Because grant assistance to Israel 
was ended in 1962, it would be a departure from present policy for AID to 
finance these studies. 

We should clearly reserve our final position on financial participa­
tion in the projects until we know (1) the results of our efforts to obtain 
safeguards, and (2) the findings of the economic feasibility studies. 

A Staff Study is attached with more detailed discussion of these 
considerations. 

Dean Rusk 

Enclosure: 

Staff Study 
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STAFF STUDYON 
ISRAELI AND UNITED ARAB REFUBLIC DESALTING PROJECTS 

I. Current Status of the Israeli and UAR Projects: 

l. Israel: The Kaiser-Catalytic engineering feasibility report has 
been submitted to the Governments of Israel and the United States. A copy 
was sent to the President under covering memorandum on March 29, 1966. 
Te report indicates that the proposed nuclear fueled 100 MGD desalting --
200 Megawatt electric power plant is technically feasible for operation in 
1972 assuming successful completion of a development program, and estimates 
its cost at between $187 and $210 million, based on 1965 prices and excluding 
electrical and water distribution systems. During Israeli Foreign Minister 
Eban's visit to Washington in February 1966 he mentioned the impending 
completion of the Kaiser-Catalytic report and suggested to Secretary Rusk· 
that the United States and Israeli Governments now proceed to name high-level 
negotiators to examine financing, possibilities. 

2. UAR: The Egyptians have financed - from their own resources - the 
feasibility study done by a British finn of an $80 million nuclear power­
desalting plant for location at Borg al-Arab (5 million MGD-125 Megawatt 
electrical). Bids.have been received and a conditional letter of intent 
has been sent to International General Electric (IGE) by the UAR. The 
letter expires June 6, 1966. The UAR has stipulated that IGE must obtain 
concessionary financing terms acceptable to the UAR. In addition, Deputy 
Prime Minister Kaissouni has written Ambassador Battle requesting USG. 
cooperation and support for the project. 

II. Foreign Policy Implications: 

1. These projects may well offer a major opportunity to advance 
U.S. non-proliferation objectives in the Near East. In essence, if it 
proves to be in an acceptable range of economic feasibility, the desalting 
plant would be offered to Israel on concessional financing terms in • 
exchange for an Israeli commitment to place the plant and all other 
nuclear installations in Israel under IAEA safeguards. Attainment of 
this objective would justify considerable amounts of concessionary 
financing. (It should be noted that such an approach could lead other 
potential recipients of desalting assistance to think that acceptance of 
complete IAEA coverage could suffice to obtain U.S. assistance for their 
desalting projects; while this is a possibility, it is:not likely to create 
serious problems.) 

2. The 
..--s-E-eRE '! 
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2. The proposed full safeguards coverage would advance U.S. 
objectives in several major ways: 

a. The nuclear weapon option for Israel would become much less 
feasible, both technically and politically. Safeguards on Dimona would 
not only defuse the Israeli weapons potential now, but would constitute 
a long-tenn commitment which would continue to have a stabilizing effect 
in that region for many years. 

b. In contrast to private commitments to the U.S., an Israeli 
commitment for IAEA safeguards would be an immediate tangible action which 
would publicly demonstrate good £aith to its neighbors as well as to the 
United States. 

c. Israeli acceptance of complete safeguards coverage would 
help build a worldwide climate of oppos'ition to nuclear weapon polifera­
tion, strengthening the hand of those in India, Japan, Sweden, and 
elsewhere who are resisting pressures to build a bomb. Because of our 
special relationship with Israel, moreover, it would demonstrate the 
strength of U.S. determination to stop the spread of nuclear weapons. 

d. A successful program to retard nuclear proliferation must 
include safeguards on indigenous nuclear facilities -- coverage which 
we have not yet been able to attain anywhere. Israeli acceptance of 
s~ch coverage would establish a precedent which would greatly assist us 
in pressing for similar coverage in other countries. In particular, it. 
would ptovide a major boo~t to our. efforts in Geneva to incorporate a 
strong safeguards provision in the non-proliferation treaty. 

3. The Israelis may be extremely reluctant to accept such conditions. 
Ia this connection, Prime Minister Eshkol has yet to reply to the President's 
request of May 1965 with respect to IAEA safeguards, and articles have 
appeared recently in the Israeli press urging the Israeli Government to 
lhok elsewhere for desalting assistance if we attempt to attach conditions 
to our aid. On the other hand, there is reason to believe that the desalting 
plant is important enough to Israel to provide the Prime Minister with a 
strong inducement to accept safeguards. Early in April, Prime Minister 
Eshkol told reporters: "I do not say that we can carry out the 
desalting project only if we obtain special terms; I say that we must carry 
out the desalting project, and therefore we must obtain special terms. The 
world must help us in this matter." 
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similar commitment from the UAR. The UAR is eager to construct a smaller 
($80 million) nuclear power-desalting plant at Borg al-Arab. We can 
probably obtain an agreement on safeguards for all UAR facilities if we 
can assure the UAR that Israel will accept similar safeguards and if we 
offer concessionary financing for the proposed UAR plant, provided, of 
course, as in the Israel case that this plant proves to be in an accept­
able range of economic feasibility. 

5. An approach along the above lines to both Israel and the UAR 
would reinforce our announced stand of "evenhandedness" vis'."a-vis the 
Arab-Israel dispute. Failure to maintain an evenhanded position with 
respect to desalting assistance could result in political repercussions 
among the Arab states that would be harmful to our area interests. The 
assurance.of this important new source of water, particularly through 
the Israeli project, would in the long run tend to lessen somewhat the 
tensions arising out of competitive efforts by the Israelis and Arabs to 
harness limited natural water resources in the area. (It is important to 
note, however, that economic assistance via desalting or other projects 
is not a promising avenue for settling the bitter and deep-seated Arab­
Israel dispute.) 

6. The United Kingdom, West Germany, and possibly France, are 
interested in the Israeli. project and Israel may look to them for part of 
the financing or all of it if Israel does not wish to accept nuclear safe­
guards or disagrees with the results of the economic feasibility study or 
to terms of any financing we might offer. We should make approaches to 
these governments to seek their support in insisting on nuclear safeguards 
over the entire Israeli program (not just the desalting plant) as a con­
dition precedent to any ·financing. Prime Minister Wilson and Chancellor 
Erhard would in all likelihood be sympathetic to our non-proliferation 
effort in the Near East. The attitude of France is problematical; however, 
the French might not be able to provide the desalting portion of the 
equipment and· it is unlikely that they would be prepared to offer sub­
stantial concessionary financing. The multilateral approach outlinad 
above would probably necessitate dividing up the commercial benefits 
among these countries. 

III. Economic Policy Implications: 

1. The Kaiser-Catalytic engineering study provided estimates of 
che construction and operating costs of the Israeli project, but did not 
address itself to the economic feasibility of the project. It was based 
on forecasts made by Israeli authorities about Israel's future water and 
power needs, water and power costs, etc., which have not been independently 
tested.· The study did not address itself to such alternative means of ' 
meeting the Israeli water problem as cutting back on some present agri­
cultural us~s of water, reclamation of waste water, etc. The cost of 
construction could escalate considerably over the five-to-six year con-

struction period. 
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.::: ruction period. An economic feasibility study woul _· c::xamine these 
uestions and would also evaluate the economic benefi-s to be derived from 

;_,he proposed plant, the value which additional water may have in the 
Israeli economy, and the amount that farmers and other users could be 
expected to pay for water. The alternative of a smaller plant not nec­
essarily using nuclear fuel has not been studied; it should be. The effect 
on water costs and the economic value of mixing high-quality wat~r with 
oore saline water needs to be examined. In addition, alternative ways of 
increasing or conserving the supply of water in Israel need to be looked 
into. AEC and Interior are convinced that the project falls within an 
acceptable range of economic feasibility. Other U.S. Agencies believe 
that a thorough economic feasibility study is the next logical step. 
We should in any event find out whether large operating subsidies will 
be required for indefinite periods of time. The scope of the economic 
feasibility study and the means of financing it would be worked out in 
consultation between approp~iate USG agencies. (The same procedure would 
be followed in handling the economic feasibility for the UAR project.) 

2. The Israel economy is strong, with very substantial foreign 
exchange reserves and large annual capital inflows from both the United 
States and West Germany which promise to continue for some years to come. 

Ji:. preliminary analysis of the economics of the project within the Israeli 
economy raises some doubt as to whether Israel will find the project of 
sufficient priority to undertake it if foreign concessionary financing is 
not made available. 

3. Some of the possible sources of financing for the Israeli project 
within the U.S. Government at the present time include 1) $20-$45 million 
in grants from Interior and AEC (for which Congressional approval would 
be requested), depending on the extent to which other projects go forward, 
principally a proposed nuclear desalting plant in California~ and 2) up to 
approximately $50 million from the· Export-Import Bank. The Atomic Energy 
Commisaon could, with appropriate authorization, provide the fuel inventory 
on a lease or deferred payment basis, with waiver of interest charges -
valued at about $3.5 million - for a limited period of time; this would 
reduce the working capital reguired during the period of the waiver. The 
local currency cost ($48 million) could be made available by AID if PL 480 
Title I continues to be made available for the next several years and 
if funds are specifically reserved for the desalting project. (It should 
be noted, however, that we have already begun moving Israel away from 
Title I to dollar repayable Title IV. Our 1966 offer puts 25 per cent of 
the PL 480 commodities under Title IV.) Assumipg Israel raised the balance 
on world money markets, project water would cost in the neighborhood of 

$.35 per 1000 gall0~s 

* If the California project (MWD) goes forward, the AEC-Interior grant to 
the Israel'i project could be on the order of $20 million. 
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~';.35 per 1000 gallons at the plant boundary. It is not lmown whether this 
package would be sufficiently concessionary to be attractive to Israel. In 
the event that we receive acceptable assurances with respect to nuclear 
safeguards, we may decide to offer additional low-interest dollar loans; 
if so, it might be preferable to provide these under specific congressional 
authorization, since AID's program of development loans to Israel is 
being phased out. 

4. Aside from the question of nuclear safeguards, the manner in 
which the United States proceeds with the Israeli and UARprojects may 
create a precedent for future cooperation with other countries. Can 
concessionary terms be justified for Israel? What precedent would thus 
be set for providing concessionary finance for other projects located in 
countries also nonna.lly considered ineligible for concessionary financing? 
It would be helpful to know the real cost of the U.S. concessionary 
assistance, .and to have an independent estimate of whether the project 
requires U.S. concessionary assistance. 

5. The Atomic Energy Commission and the Department of the Interior 
support the recommendation of the U.S.-Israeli Joint Board that the United 
States and Israeli Governments enter promptly into discussions relating to 
the terms of financing. These two agencies have a considerable technical 
interest ·in the project and they are prepared to provide financial assistance 
commensurate with the technical benefits the U.S. desalting program would 
expect to gain from it. The project is large and in a promising new field. 
These two agencies believe that sustained American involvement in the desalting 
field could advance desalting technology to the benefit of both the U.S. and 
other 
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IV. Conclusions: 

a. The United States should make a detennined effort to use financial 
assistance to the proposed desalting plants in Israel and the U.A.R. as a 
lever to obtain IAEA safeguards over all present and future nuclear 
installations in those countries. Attainment of the non-proliferation 
objective may well prove to be feasible and if so it would be'worth a sub­
stantial amount of concessionary lending. The next step would be the naming 
of a high-level U.S. official to undertake approaches to the Israeli and 
U.A.R. Governments on the one hand, and to the Brit:i,.sh, German and French 
povernments on the other. 

b. Since there are various gaps in our knowleuge about the economic' 
soundness of the projects, thorough economic feasi~iiity studies of both 
projec ·~s should be made by U.S. firms. Such studie.s would be useful in 

https://Brit:i,.sh
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determining to what extent the projects fall sho~.t of normal investment 
criteria, and would therefore give us some idea o.:= the "cost" .of obtaining 
nuclear safeguards. They would also give us an independent estimate. of 
the amount and nature of the concessionary financing each project might 
require. These studies might take up to eight mon.ths to complete, and 
could be presented as tangible evidence of on-going activity. The 
delc.y involved in conducting economic feasibility studies will not be 
harmful to the Israeli or U.A.R. economies. 

c. During the period that discussions are under way, and while 
economic feasibility studies are being conducted, we should not rule 
out the possibility of withdrawing. It should be made clear to Israel 
and the U.A.R. that we are reserving final judgment on financial 
participation pending completion of the economic feasibility studies 
and satisfactory responses on the safeguards question. 

--SFCHFT 
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