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THE WHITE HOUSE
WASHINGTON




THE PRESIDENT HAS SFENW....

Dear Mr. Ford, President of the United States, Washington, D. C.

On leaving your great country it is highly gratifying to convey
to Mr. President and Mrs. Ford as well as American officials in my
own name and on behalf Mrs. Sadat, my family, and my party our
heartfelt appreciation and profound appreciation for the warm reception
and cordiality afforded us during our stay in your lovely country.

I wish also to express our sincere thanks to Senators and
Congress Members. I was very happy for having the chance to address
them. It pleases me to add that this visit has given us the opportunity
to receive and touch the aspect of progress and advancement achieved
by the USA in many different fields.

I am very confident that the meetings and the fruitful talks that
we had with each other will certainly contribute to a great extent to
strengthen the ties of friendship and cooperation existing between our
two countries. As a matter of fact, I would like to inform you also
that Egyptian people while following the news of this historic visit
sense the rapid development of the mutual confidence growing between
our two people. And we on our part have a growing conviction that the
serious efforts exerted by the USA will play a vital role on the way

leading to the comprehensive settlement in the Middle East.




Relating to this it pleases me much to hail the sincere efforts
especially that made by Your Excellency and Dr. Henry Kissinger.

It also reflects the seriousness and dedication in finding moresolutions
for an apparent international problem and it also reflects noble spirit.
Aspiring for peace and progress while extending to you,

Mr. President, my sincere greetings, I wish you the best of health
and happiness as well as continued progress, advancement, and
prosperity for the friendly American people.

With assurance of my esteem and highest appreciation,

Muhammad Anwar Sadat
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? MIDDLE EAST PROBLEM I8 a4 GQOD CASE IN POINT, WHERE

. A CONSTSTENTLY POSTITIVE AMERICAN ROLE IS VITAL FOR
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ACTION TAKEN:

A draft reply is attached.
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A translation is attached.

An information copy of a direct reply is attached.
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Dear Mr. President,

I was very pleased to receive your kind letter , of
December 9, 1975. May 1 seize this opportunity to reit-
erate how much Mrs., Sadat and I have enjoyed our visit to

your great and hospitable country?

As I have mentioned to you, our stay was extremely
fruitful and rewarding. Above all, it was an opportunity for
us to meet again with you and your wonderful family in an
atmosphere of genuine friendship and understanding. I have
always found you a statesman of vision and compassion.
Your concern for peace and cooperation among nations is most

genuin®and reassuring.

Under your wise and enlightened le?.dership s the
United States is highly qualified to play the constructive
and positive role which is commensurate with its awesome
global responsibilities. The Middle East problem is a

good case in point, where a consistently positive American



@

role is vital for achieving progress in the interest of World
peace as well as the interest of our region, With this in
mind, I hasten to add that we expect the United States to
spare no effort in the quest for a just and durable peace
settlement. I am certain that you realize the importance
of making a significant breakthrough in the coming few
months with respect to the issue of the Palestinian people.
There have been some encouraging signs recently in this
connection and 1 hope this trend will continue, for it would
definitely stimulate the process of peace. The renewed
assurance which your letter spelled out with regards to
your Government's determination not to allow the slacke-—
ning of your efforts toward peace is Well received and
appreciated. I was pleased also to receive the infor—
mation Ambassador Eilts conveyed to me upon his return

to Cairo relative to the American position.

As to the bilateral relations between our two

peoples and countries, I am pleased to note that they
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are developing in the manner we envisage and along the lines

we laid down together. I have no doubt that they will
continue to develop further in the months to come, You
may rest assured that we, on our part, remain mpst willing
and ready to do all what we can to enhance our mutual cooper-

ation.

In conclusion, I would like you to know that we went
back home with the best memories of the American people and
their warmth, Wherever we went, we were surrounded by
friendly and hospitable people. Please convey to everyone
we met during our stay and in particular Mrs Ford our heart-

felt gratitude and sincere thanks.

Sincerel

Moffammed Anwar

His Excellency

Gerald Ford

President of the United State
Washington.































THE WHITE HOUSE

WASHINGTON

November 30, 1976

Dear Mr. President:

Ambassador Eilts delivered your letter of October 14,
1976, to me. I am pleased that you are giving your
personal attention to strengthening the Egyptian economy.
As you know from our talks in Salzburg, I share your
conviction that this is a matter of the highest priority.
The economic health of Egypt is important for the welfare
of your people and for the peacemaking process in which
Egypt, under your leadership, must continue to play a
vital and indispensable role. For our part we intend to
continue to provide substantial economic assistance to
Egypt and to encourage others to do the same,

I understand that you are considering further economic
policy measures in consultation with the International
Monetary Fund. I recognize the political problems that
sometimes accompany even the best economic policy
decisions. I also recognize that only you can make the
decisions as to what will best serve the interests of your

country. My own judgment is that the immediate problems

arising from sound albeit difficult economic decisions will
be more than compensated by a greater willingness on the
part of potential donors to increase assistance to Egypt in
its economic recovery.

Ambassador Eilts also reported your thoughts of develop-
ing an economic partnership with the Federal Republic of
Germany. My Government has already been in touch with
Foreign Minister Genscher on your idea of a German
financial advisor. Ambassador Eilts will report to you
in detail about our discussions with our German friends.




He will also inform you about our continuing contacts
with other friendly governments to assure priority
attention to Egypt's needs. We shall continue these
efforts and at the same time look with you for ways to
make our own help to Egypt more timely and more
effective.

Concerning overall United States policy toward the
Middle East, you can be certain that I will emphasize
to President-Elect Carter our firm conviction that the
pursuit of a just and durable peace in the Middle East
should have the highest priority. I fully understand
the need for further movement toward this objective
in the months ahead, and I will certainly work to im-
press upon the new Administration the importance of
seizing upon the currently favorable climate.

Mrs. Ford joins me in extending to you and Mrs. Sadat
our warmest personal wishes, recalling with utmost
pleasure our memorable meetings with you and your
family,

Sincerely,

puh =

His Excellency

Anwar El-Sadat

President of the Arab Republic of Egypt
Cairo
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— NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506 6085

December 1, 1976

MEMORANDUM FOR:

Mr. C. Arthur Borg
Executive Secretary
Department of State

SUBJECT: Presidential Letter to President Sadat--S/S 7622517

In response to your recommendation of November 9, enclosed is
the President's reply to President Sadat's letter of October 14 for

transmission to our Embassy in Egypt.

Jea W avis
StaffjJécretary
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" "NATIONAL SECURITY COUNCIL
6085

December 1, 1976

FOR JEANNE W, DAVIS

Jeanne -

The President has now signed the
reply to President Sadat, so you
can send the attached to Mr. Borg.
I recommend that you precede it

by sending an LDX vergion over this
afternoon. 5‘
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THE WHITE HOUSE
WASHINGTON

December 1, 1976
To Secretariat:

Please be sure that Rosemary
Niehuss sees thils before it
is dispatched. Thanks.

S

/\_,Q_/
Jane Pisano
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.- N THE WHITE HOUSE 6085
SEERET (GDS) '
WASHINGTON A.CTION
November 29, 1976
MEMORANDUM FOR: THE PRESIDENT
FROM: BRENT SCOWCROFT @
SUBJECT: Letter from President Sadat on Egyptian

Economy -- Proposed Reply

President Sadat has sent you the letter at Tab B asking our assistance
in convincing the West Germans to join in an''economic partnership'' with
Egypt. Sadat's plan is to increase FRG loan assistance and to provide a
West German economic advisor to counsel the Egyptians on ways to
bolster their economy. Sadat asked Ambassador Eilts to personally
hand-carry this letter to Washington when the Ambassador returned
here for consultations three weeks ago.

As elaborated in his private meeting with Eilts just prior to the latter's
return here (Tab C), Sadat continues to press for expanded Western

aid as well as assistance from Arab oil producers in order to bolster
his sagging economy. He has made clear his appreciation for U.S.
economic aid and influence with other Western donors, while expressing
dissatisfaction with Arab assistance. Based on recent talks with
Chancellor Schmidt, Sadat believes that West Germany could afford

to be of greater help to Egypt, beginning with an increase in FRG loan
assistance and technicdl advice from a West German economic advisor,
He urges our intercession with Schmidt to encourage the FRG to respond
positively to Egypt's request. Secretary Kissinger has asked Ambassador
Eilts to assure Sadat that we will speak to Schmidt after December 14,
when the newly elected FRG government formally takes office, A West
German economic advisor to Egypt has in fact already been named, but
we plan to pursue with Schmidt some of the broader commitments Sadat
has proposed, '

Although Egypt has succeeded in getting substantial assistance over 3
the past two years, its economy is still floundering because of i
bureaucratic ineptness, confusion about how to move from the tight

3
i
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socialist system established by Nasser to the more liberal system
favored by Sadat, and the unwillingness of Sadat's government to
take the basic steps recommended by the USG, IMF, Saudi Arabia
and others to put the economy on a more solid basis.

After more than a year of careful study, the International Monetary
Fund recently presented a series of specific proposals to Egypt to
restore Egypt's credit-worthiness and thus form the basis for attrac-
tive Western donor aid. Sadat believes that some of the proposals
would have serious political and social ramifications and is therefore
reluctant to adopt them, although he is studying the IMF package.

We have strongly encouraged Sadat to accept the IMF recommendations,
as have other Egyptian creditors, including Saudi Arabia and Kuwait.

The proposed reply for your signature at Tab A would convey to Sadat
our continuing determination to assist Egypt with its economic
problems, including the encouragement of other potential donors.

It again urges Sadat to accept the IMF recommendations as an essential
step to longer-term improvement in Egypt's situation and an important

factor in the decisions of other donors on whether and how much to
assist Egypt.

Finally, the proposed reply informs Sadat that, in connection with
the transition, we will make every effort to impress upon the new
Administration the importance of making further progress in the
Middle East negotiations. In messages through Ambassador Eilts
and to the Secretary, Sadat has expressed serious concern that the
peace-making process not be jeopardized or allowed to drift because
of a change in Administration and has indicated his strong hope that
you will indicate to President-Elect Carter the importance of further
progress.

RECOMMENDATION:

That you sign the letter of reply to President Sadat at Tab A.
(Text cleared by Mr, Smith (Hartmann), )

FORD
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" THE ARAB REPUBLIC OF EGYPT
’ THE PRESIDENT

October 14, 1976.

Dearn Mr. President,

In these busy days when you are doubling your egfornt
in the senvice of yowr nation and the promotion of World peace,
1 hasten %o convey to you my best wishes forn success and fulfill-
ment. The contacts we held since you assumed the awesome res-
ponsibility of your office and the manner in which you have been
dirnecting the cowwse of the United States foreign policy demons-
trate beyond any doubt yourn determination to work for the Aimprove-
ment of the quality of Life everywhere. 1 hope that you continue
to nenden such invaluable service to your people and the World at
Large.

As you well know, Mr. President, strnengthening the
Egyptian economy {8 a matter of great Amportance and fop priority
fo me. 1 am quite confident that we can surge ahead and swumount
all the difficulties and harndships we are congronted with at zthe
present time. Such difficulties are the result o4 the cumilative
impact of factorns you arne gamiliarn with. T



"THE ARAB REPUBLIC OF EGYPT
. THE PRESIDENT

(2]

We are determined Lo spare no effornt to remedy the situa-
tion and put our economy in a state of sound equilibrium. 1In this
nespect, we realize that the nesponsibility 4{s ours and we anre
mone than willing to shouldern Lit. We also welcome the cooperation
0f those griends who share with us our vision o4 a Wornkd of pros-
pernity and happiness. 1 am in close touch with my gellow Anab
Leadens and othen gniendly heads of states, among whom  you

hank highly.

We also solicit the advice and expertise of international
banking and §inance institutions. As you necau,,‘ we have reached
an understanding with respect o a consortium of Western nations
to help us overcome the problem of Liquidity. With your help ,

1 have been unging the Governmments of Western Ewrope to move
forwand in this direction promptly enough fo meet the challenge

ahead.

In this connection, 1 talked with Chancelfon Schmidt

during my necent visit to his country about selecting an economic _

Q.

FORD N
< .



)' THE ARAB REPUBLIC OF EGYPT
: THE PRESIDENT

(3)

expent to be Loaned to the Egyptian Government as an advisen

on economic afgains. In addition, he promised me, Lin view

o4 oun urgent need, to deposit a sizeable amount up 2o the
year 1980 4in ouwr National Bank as a measure qimed at bols-
tening oun economy. 1t was clear Lo me §rom our conversation
that it would be much easier forn the Chancellon to take these
steps aftern the elections, which 48 only undenstandable.

Hence, 1 heand §rom him Lately on the appointment of the
economic adviser and 1 expect Lo hear soon on the promised dep-
08it. 1t would be most usefut, PAeALdent Fornd, 4§ you send
him a special message recommending taking such a step as soon as
possible. 1 am sure he values your opinion highly. 14 zhe
deposit is made in the immediate future, it could make a
tangible difference and encourage us £fo concentrate on dealing
with the struectural aspects of our economic probfems. This
technique has been ftested successfully in such Euwropegn count-

nies as 1tqly.

Consdiderning the urgency of this matter, 1 am asking |-

Ambassadon Eilts to deliver this message personally %o you. 1 o



 THE ARAB REPUBLIC OF EGYPT
. THE PRESIDENT

(4)

have no doubt that you will accord it your direct attention

and give the necessary directives to our griend, Secne?any

Kissingen, to contact Chancellor Schmidt and his assistants

on the subject. T would be grateful if you keep me ingormed
04 the outcome of your contacts with Bonn. 1 hope 1 did not
encroach on your precious time 4in these demanding days.

Please convey owr best wishes to Mws.  Foxd.

Sincenrely

*

Mohammed Amwarn EL - Sadat

His Excellency
Gerald Fond
Presdident of the United States

Washington.
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DEPARTMENT OF STATE

EXDIS Memorandum of Conversqhon
, DATE: Thursday,
October 14, 1976
Place: " Barrages
SUBJECT: ;

PARTICIPANTS: Anwar al-Sadat, President of the Arab Republic of Egypt
Hermann Frederick Eilts, Ambassador to the Arab Republic
of Egypt

After giving me his letter to President Ford and asking me to read
it, President Sadat said he wished to explain what is behind the
letter. His main concern, he emphasized, is the Egyptian economy.
American aid has been "wonderful" and he was most appreciative.
As far as the Arabs are concerned, when he asked for GODE, Saudi
Arabia, Kuwait, the Emirates and Qatar finally approved the paltry
sum of $2 billion over five years. The President said he is pre-
paring a letter to the Arab heads of state contrasting the $1
billion he gets annually from the United States with the $2 billion
which he is to receive over five years from the four Arab nation
states, which have an income of $50 billion a year. The Arabs,
Sadat remarked ruefully, like to "stay away from their pockets".
They must understand, however, that the "blood of my soldiers in

" the October, 1973 war" was shed for them as well as Egypt.

The President said he had long pondered what the alternatives
might be. He could not ask us for more, since we have already
been most generous. He had then thought of the FRG. Both the
FRG and Saudi Arabia, he observed, are wealthy. When he had met
with Chancellor Schmidt in Bonn, they had talked for three hours.
It was the first time he had met the Chancellor, who had been
well prepared for the meeting by Secretary Kissinger. 1In a nice
gesture, Schmidt had the night before Sadat's arrival raised the
_ level of FRG assistance to Egypt from 300 million DM to 500
‘'million.  Sadat gave Secretary Kissinger credit for this FRG
action. Additionally, according to Sadat, Schmidt had "promised"
that after the German elections, he would "think of putting some

S DECLASSIFIED
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of his dollars in a bank in Egypt". Such an action would
help Egypt's acute liquidity problem. The President re-
peatedly emphasized that he was not asking the FRG for grants,
but for loan assistance. )

Egypt needs an active partner, Sadat continued, to give
satisfaction to his Arab colleagues who can thereafter better
understand GOE needs. The FRG, as he conceptualized his

idea, would be GOE's "partner". It can afford to help Ecypt,
since it has the skills and technology to assist in rebuilding
Egypt. Whatever technology he might need, the FRG could pro-
vide. This would be beneficial to both parties. Again, the
President emphasized, he was not asking for grants, but for
long-term loans and for help in converting short-term loans

to long-term loans.:

In rebuilding Egypt, he wished to concentrate on food pro-
duction and industrialization. The five-year plan about to
be finalized emphasizes food production, fertilization,
cement and sponge iron plants. The FRG can help provide much
of this.

By 1980, the President opined, GOE's financial situation should
be much improved. When he had visited the Suez Canal a few
weeks ago, he had been told that income from tolls stood at
$1.2 million per day and was still rising. David Rockefeller
was coming in a few days to arrange a $250 million GODE guar-
antee loan. Another direct $250 million GODE loan would
shortly be arranged. With these loans, and some additional
small income, he could get through the current calendar year.
But there remain the problems of 1977 and of the intervening
years between now and 1980.

For Egypt's future economic salvation, petroleum production
is- a must. There is oil under the Gulf of Suez. Alluding to
his talk of the previous day with Standard of Indiana Chairman
Swearingen, he expressed concern about the Israeli actions

in stopping Amoco from drilling on the eastern side of the
Gulf. Egypt needs a one million BPD production by 1980.

"Your people say it 1is quite easy, especially on the eastern

side.” Swearingen had told him of sixteen sites in the
eastern area. The o0il would be "easy to drill if the Israelis
would permit."” Time should not be lost. Otherwise his target

would not be achieved. It takes two to three years to develcp
a field. He was asking President Ford and Secretary Kissinger
to do their utmost to enable Amoco to drill in the eastern
Gulf. He did not want to use force since he had committed

N PR REERR



L. SSRERET
R =

himself in Sinai II not to do so for three years. I told him
you were aware of the problem, had already spoken twice about
it to Allon and that some progress had been made. He was
pleased.

Noting that the UNEF mandate is to be renewed on October 24,
Sadat asked if I thought it might help pressure the Israelis

if he renewed it only for three months. I gave him my personal
view that this was hardly likely to be helpful and would be
viewed by many as a violation of Sinai II. Sadat accepted

my comment and said he would drop this idea. He would renew
the UNEF mandate for a year.

Reverting to his earlier theme that by 1980 Egypt's economic
situation should be improved, he thought this was very feasible.
The two phases 0of Suez Canal expansion which are contemplated
should help greatly. The first, which involves dredging now
being done by the Japanese, should be completed by 1978. The
second, involving widening, should be completed by 1980. 1In
his judgement, Canal tolls would at that time be tripled and

go up to about $1 billion per year. It is the next two or
three years that will be difficult.

He had chosen the FRG as a "partner". Since Saudi Arabia

is currently earning between $27 and $28 billion which it
cannot spend, the Germans could obtain some funds from Saudi
Arxabia. He understood that Schmidt had agreed to send two '
economic advisors to Saudi Arabia. He had, therefore, asked
Schmidt also to send a financial advisor to Egypt to assist
in vetting the five-year plan and implementing it. Such an
individual could help determine priorities between now and
1980. Schmidt, Sadat said, has now agreed. {(The German
Ambassador knew of no such agreement.) Sadat wished to go
beyond this, however, and urge the Germans to be his "partner".
What he needs, they can provide from "their pockets or those
of Saudi Arabia"—not in grants, but in loans. Iran is also
"more than willing to help". Thus, Germany, working with
Saudi Arabia and Iran, should be able to assist Egypt in
meeting its needs and determining its priorities. Sadat was
sure that "we will never differ because we will not hlde any-
thing" from the German financial advisor.

I took the opportunity to remind Sadat that one of the major
problems we have encountered in our "hat passing" exercise
is the unhappiness of donors—Western, Arab, Japan and
Iran—that GOE has not yet accepted the IMF recommendations.

—SECRET-— ~
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I had to tell him in all frankness that, while we recognize
the political problems that acceptance might entail, I
thought he .would have difficulty getting any responsible
Western state to assist if these recommendations are not
soon accepted. Sadat responde - that total acceptance

would create political, social and security problems.
Nevertheless, the IMF recommendations can be accepted "step
by step". I then mentioned the vast amounts that are re-
quired for the Egyptian subsidy program. Sadat agreed, but
said basic consumables must be subsidized. He then observed
that perhaps he could "compensate" the necessary subsidy
payments from defense expenditures. Defense-now costs GOE
LE 1,200,000,000 per yvear. He could perhaps take LE 400
million from this "in two years". Asked what Gamasy's
reaction to this might be, Sadat acknowledged it would be
bad. But Gamasy, he argued, would not have to spend one
cent for the military. GOE will be asking the Emirates to
pay all equipment costs for the military.

When I asked Sadat for specific details of what he had in
mind for the German "partnership" concept, he was vague.

He had obviously not thought out these aspects. Nor had he
yvet discussed it with the West German Ambassador in Cairo.
The idea had come to him only a few days ago. He did not
want to do so until he knew our reaction and whether we would
be willing to commend it to the West Germans. He felt that
the subject was sufficiently important to him that I should
go back and present it.

Throughout his presentation, Sadat kept asking "do you get
the picture". He was concerned that he might not be pre-
senting it as well as he might and attributed this to the
fact that he was fasting.
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DEPARTMENT OF STATE
7622517

Washington, D.C. 20520

November 9, 1976

EXDIS

MEMORANDUM FOR MR. BRENT SCOWCROFT
THE WHITE HOUSE

Subject: Letter to President Ford from
President Sadat of Egypt

President Sadat asked Ambassador Eilts October 14
to hand carry to Washington the enclosed letter to
President Ford. 1In his letter Sadat proposes obtain-
ing on loan an economic expert from the Federal
Republic of Germany and accepting Chancellor Schmidt's
offer of a sizeable deposit until 1980, apparently of
U.S. dollars, in the Egyptian National Bank. Sadat
asks President Ford to send the Chancellor a special
message recommending the FRG assist Egypt in this
manner.

There is also enclosed a memorandum of conversa-
tion drafted by Eilts after his October 14 meeting
with Sadat at which he received Sadat's letter for
the President.

A suggested reply from President Ford to Sadat

is attached.

C. Arthur Borg
Executive Secretary

Attachments:

1. Suggested Reply to Sadat

2. Sadat-Ford letter, October 14, 1976

3. Eilts' Memorandum of Conversation
with Sadat October 14, 1976

~SEGRET-
GDS
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NATIONAL SECURITY COUNCIL

November 15,1976

FOR GENERAL SCOWCROFT

Brent,

Attached is the package for the President
seeking his signature on a reply to President
Sadat on Egyptian economic problems.

At John Methany's request, we added an
additional paragraph on page 2 of the proposed
Presidential reply concerning efforts to impress
upon the new Administration the need for continued
progress in the Middle East negotiations. This
was done in light of the most recent message to
the Secretary from Sadat (attached behind the

State memo and: draft reply) in which Sadat
expressed the strong hopeithat the President

would make this point to President Elect Carter.
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THE WHITE HOUSE

WASHINGTON

AN
Dear Mr. President: meﬁ
P

Ambassador Eilts delivered your letter of October 14,
1976, to me. I am plgased that you are giving your
personal attention to/rebuilding the Egyptian economy,
As you know from §our talks in Salzburg, I share your
conviction that this is a matter of the highest priority.
The economic health of Egypt is important for the
welfare of your people and for the peacemaking process
in which Egypt, under your leadership, m%'fntinue

to play a vital and indiSpensable role. 'Phe—menﬁ'y

netewerﬁt-r;n.:.eﬂectmg thre-importance-you-attach-to

. For our part we intend to continue
to provide substantial economic assistance to Egypt
and to encourage others to do the same,
In-this-comection, Lknow-frenr-Ambessados-irilts that

you are considering further economic policy measures
in consultation with the International Monetary Fund.

I recognize the political problems that sometimes
accompany even the best economic policy decisions,

I also,recognize that only you can make the decisions
as yolsg-udge what will best serve the interests of your
country. My own judgment is that the immediate
problems arising from sound, economic decisions will
be more than compensated by a greater willingness
on the part of potential donorg to increase assistance to

Egypt in its economic recovery, and-bythe—tomg=ternr—




Ambassador Eilts also reported your thoughts of
developing an economic partnership with the Federal
Republic of Germany, My Government has already
been in touch with Foreign Minister Genscher on your
idea of a German financial advisor, Ambassador Eilts
will report to you in detail about our d1scussxons W1th
our German fr1ends as

abou u?contmumg contacts w1th other frlendly
governments to assure priority attention to Egypt's
needs. We shall continue these efforts and at the
same time look with you for ways to make our own help
to Egypt more timely and more effective,

ol
oncerning, United States policy toward the
*) 84 P

Middle East, you can be certain that Secretery-Kissinger
amd I will emphasize to President-Elect Carter and

his-designated-represeniatize ourconviction that the
pursuit of a a mﬁ ?rable peace in the Middle East

should have priority. I fully understand the
need for further m fment toward this objective in

the months ahead, p&rhedaaly-gmrﬁre“gr’eaﬂy

I w111 certamly work to impress upon the new Admmls-
tratmn the importance of seizing upon this-favozable V.

and-net-alleowing-time-to-ran-aul,
MWM

Mrs. Ford joins me in extending to you and Mrs, Sadat
our warmest personal wishes, recalling with utmost
pleasure our memorable meetings with you and your
family.

Sincerely,
s
His Excellency l/ «:3‘ -
Anwar El-Sadat { 1& <
President of the N\ g
Arab Republic of Egypt e

Cairo
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WASHINGTON
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MEMORANDUM FOR: THE PRESIDENT /
{
FROM: BRENT SCOWCROFT }
SUBJECT: Letter from President Sadat on Egyptian

Economy-~-Proposed Reply

President.SadAat has sent yo o= the letter at

Tab B nado- Armans_tp join in an
"econom1c partnersh1p W1th Egypt. whi $ increase,loan assistance
and prov1de a West German economic advisor to counsel the Egyptians
on ways to bolster their economy., Sadat asked Ambassador Eilts to
personally hand-carry this letter to Washington when the Ambassador
returned here for con?ultations three weeks ago.,

As elaborated in Sedwide private meeting with Eilts just prior to ‘GNJLJWJ.A
liesreturn here (Tab C), Sadat continues to press for expanc ded

Western aid as well as assistance from Arab oil producers,‘tgon'gg'l\'ster
his sagging economy. He has made clear his appreciation for U.,S.
economic aid and influence with other Western donors, while expressing
dissatisfaction with Arab assa’ s@cs. Based on recent talks with
Chancellor Schmidt, Sadat d that West Germany could afford
to be of greater help to Egypt,and-jein-as-ite~ecomonric—“pertrery "
beginning with an increase in FRG loan assistance and technical advice
from a West German economic advisor., He urges our intercession
with Schmidt to encourage the FRG to respond positively to Egypt's
request, Secretary Kissinger has asked Ambassador Eilts to gssure
Sadat that we will speak to Schmidt after December 14, when kss new(o’ J.A_w

PI egman economic advisor

to Egypt has ready been named, but welWiid pursue with Schmidt
some of the broader commitments Sadat has proposed.

Subject to GDS of E. O, 11652
Automatically downgraded at two-year
Intervals and declassified on

SeREF{GDS) December 31, 1984,
b 3[3/04
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Although Egypt has succeeded in getting substantial assistance over
the past two years, its economy is still floundering because of
bureaucratic ineptness, confusion about how to move from the tight
socialist system established by Nasser to the more liberal system
favored by Sadat, and &% the unwillingness of Sadat's government to
take the basic_steps recommended by the USG, IMF, Saudi Arabia
and others to the economy on a more solid basis.

After more than a year of careful study, the International Monetary
Fund recently presented a series of specific proposals to Egypt to
be-undextaken-bo restore Egypt's credit-worthiness and thus form
the basis for attractive Western donor aid. Sadat believes that some
of the proposals would have serious political and social ramifications
and is therefore reluctant to adopt them, although he is studying the
IMF package. We have strongly encouraged Sadat to accept the IMF
recommendations,as have others=ef Egy‘ptM'Eiedn:ors, including
Saudi Arabia and Kuwait,

The proposed reply for your signature at Tab A wouldcm Sadat
#f our continuing determination to assist Egypt with its economic
problems, mcludmg the encouragement of other potent1a1 donors.

M&MMMﬂ again urges Sadat

to accept the IMF recommendations y longer-
term improvement in Egypt's and an important factor in

the decisions of(conn whether and how much to assist Egypt.
o : x 4 uﬁl- ! Zil T-

Finally, the proposed reply alsa..x.eamSadat that, in connection
with the transition, we will M\ake every effort to impress upon the new
Administration the importancd of making further progress in the
Middle East negotiations. In rmhessages through Ambassador Eilts

and to the Secretary, Sadat has} expressed serious concern that the
peace-makmg process not be jgopardized or allowed to drift because
of Hae change in Administration/ and has indicated his strong hope

that you will indicate to President-Elect Carter the importance ‘g}
attached-o further progress,

RECOMMENDATION: That §ou sign the letter of reply to President

~SESRE-T-(GDS)
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SUBJECT: PRESIDENTIAL LETTER’TO SADAT'»
REFERENCE: SADAT/FGRD LETTER OF OCTOBER 14

1, PLEASE DELIVER FOLLOWING REPLY TO PRESIDENT SADAT!S
LETTER OF OCTORER 14 ANDRESSED TO PRESIDENT FORD. SIGNED

2, REGIN TEXT: DEAR MR, PRESIDENT: AMBASSADOR EILTS (3
DELIVERED YOUR LETTER OF OCTOHER 14, 1978, TO “E. 1 AM \ 5,
PLEASED THAT YOU ARE GIVIANG YUUR PERSONAL ATTENTION TO \« 3
STRENGTHENING THE EGYPTIAN ECONOMY, AS YOU KND« FROM UUR ..,
TALKS IN SALZBURG, I SHARE YDUR CONVICTION THAT THIS IS A
MATTER OF THE HIGHEST PRIGFITY, THE ECONGHIC HEALTH OF
EGYFT IS IMPORTANT F0OK THE WELFARE OF YOUR PEOPLE AND FOR
THE PEACEMAKING PRCCESS In wHICH EGYPT, UNHDER YOUR LEADERe
SHIP,=MUST CONTINUE TO PLAY A& VITAL AND INDISPENSABLE ROLE,
FUR 2iJR PART w& INTENMD 7O CONTINUE TO PROVIDE SUBSTANTIAL
ECONOMIC ASSISTANCE TG ERYPT ANO TO ENCOURAGE OTHERSS TO DO

SECRET
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4 THE sAME,

.5 I UNDERSTAND THAT YOU ARE CONSIDERING FURTHER ECONOMIC

DA POLICY MEASURES IN CORSULTATION ¥ITH THE INTERNATIONAL
4 MONETARY FUND, T RECDGNTZE THE POLITICAL PROELEMS THAT  °
4 SOMETIMNES ACCOMPANY EVEN THE 6EST ECONOMIC POLICY .
4 PECISICNS, I ALSO RECOGMIZE THAT ONLY YJu CAN MAKE THE
¢'f PECISIONS AS TO #paAT wILL BEST SERVE THE INTERESTS OF
YOUR COUNTRY, ©Y CuwM JURGMENT IS THAT THE IMNSDIATE PRO=
o BLEMS ASISING FROM SOUND ALBEIT DIFFICULT ECONORIC .
W DECISIONS WILL BE MORY THaN COMFENSATED BY A GREATER
S E B WILLINGNESS ON THE PArRT OF POTENTIAL OONCRS TO INCREASE
A4 ASSISTANCE TO EGYPT IN ITS ECONOMIC RECOVERY,

) AMBASSACOR EILTS ALSO REPORTED YOUR THOUGHTS OF DEVELGP=
ool IG Ajl ECONGMIC PARTMENSHIP ®ITH THE FEDERAL REPUBLIC OF
1] GERMaAnY MY GOVERMWENT HAS ALREALDY BEEN IN TOUCH WITH

k4[] FOR FTGV MINISTER GENSCHER ON YOUR IDEA OF A GERMANW
| FINANCIAL ADVISCR, AMBASSADOR EILTS WILL REPORT TO YOU
v IN DETAIL ABOUT OUR DISCUSSIONS WITH OUR GERMAN FRIENDS,
HE wILL ALEQ INFORM YQU AROUT OUR CONTINUING CONTACTS
WITH QTARER FRIENDLY SOVERNMENTS TO ASSURE PRICRITY
ATTENTION TO ECYRT'S NEEDS, KE SmALL CONTINUE THESE
EFFORTS AND AT THE SAME TIMZ LOOX WITH YOU FOR wAYS TO
MAKE OUR OMN HELP TO EGYPT MORE TIMELY AND MORE EFFECTIVE,

CONCERNING OVERALL UNITED STATES POLICY TUWARD THE MIDDLE

EAST, YCU CAN SE CERTAIN THAT I WILL EMPHASIZE TQ
PRESIDENT=ELECT CARTER QUR FIRM CONVICTICON THAT THE PURe

SUIT OF A JUST ANG DURABLE PZAlE IN ThE MIOOLE EAST SAOULD

HAVE THE nISHEST FRIDRITY, I FULLY UNDERSTANU THE NEED

FOR FURTHER MOVEMENT TOWARD THIS OBJECTIVE IM ThE ”ONTHS/, EOHD

ANEAD, AND I WILL CEITAINLY WOK TO INPKESS UPON THE NEW/ ™ <
ADMINISTRATION THE IMPORTANCE OF SEIZING UPON THE CUR= |7 %
RENTLY FAVORABLE CLIMATE, , 7 Vi -l

B %
MRS, FORD JOINS ME IN EXTENDING TO' YOU AND MRS, SADAT oug\\\w -

WARMEST PERSONAL WISHES, KRECALLIFG WITH UTMDST PLEASURE

OUR MEMDRABLE MEETIMNGS KITH YUOU AnND YQUR FAMILY. SINCERELY

GERALD R, FORD. EMD TEXT., ROBINSON ’
—HEEREF--.
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