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SURJsS CONTINGENCY STUDY: IMPACT DOF CLOSURE OF KAGNEW IN' NEAR=TERM
REF1 STATE 227028

THERE FOLLOWS TEXT OF KAGNEW CONTINGENCY STUDY PER: YOUR! REQUEST.

1o ASSUMPTIUNS1 WE ASSUME THAT A DECISION IS TAKEN BY THE USG,
FOR WHATEVER REASNN, TO PHASE=QUT MILITARY=ADMINISTERED' PROGRAMS
AT KAGNEWe SUCH A DEEISION, HOWEVER, MIGHT WELL' LEAVE ONE' OR
MORE US CIVILIANADMINISTERED ACTIVITIES (FeGs, STONEHOUSEY IN:
THE ASMARA AREA, WHICH WOULD REDUCE SOMWHAT ANY LOCALIZED UN=
FAVORABLE ECUNDMIC: IMPACT. WE ASSUME FURTHER THAT SUCH A PHASEw
OUT WOWLD TAKE: AT LEAST SIX TO TWELVE MONTHS (AND PROBABLY
LONGER) TO COMPLETE, AFTER ANY FIRM BECISINN 18 MADEs THE POLTTI=-
CAL IMPACT ON THE IG OF SUCH A DECISION WOULD ALSO: BE AFFECTED
8Y THE TIMING DF ITS DISCLOSURE TN THE 1EGs FNR TWE PURPOSES

OF THIS ESTIMATE; WE ASSUME THAT A RELAYIVELY COMPLETE DISCLO-
SURE IS MADE TO THE EMPEROR SHORTLY AFTER A FIRM nERISION IS
TAXEN,

2e IMPACT ON ETHIOPIAN ATTITUDESH

. A) THE EMPEROR (AND MANY 0OF THE: SENIOR CIVILTAN' AND MILITARY
OFF1CIALS OF THE: JEG) WOULD ALMOST CERTAINLY VIEW SUCH A DECI~
N AS SIGNBFYING AN EROSION OF THE "gPECTAL RELATIONSHIP®
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BETWEFN THE US AND FETHIORPIA, EVEN IF ALL! OTHER US PROGRAMS IN
ETHINPIA REMAINED EQSENTIALLY UNAFFEETEDe AT THE VERY MINIMUM,
MIL TTARY PLANNERS IN THE I1EG WOULD HAVFE TO RE=FSTIMATE THEIR
JURGMENTS, EXPLIFCIT NR IMPLICIT, NF US WILLINSNESS TO BECOME
INVOLVED IN AN FTHIOPIAN MILITARY EMERGENCY, WHETHER: INTERNAL.
DR EXTERNAL (WE HAVE NO REASON TO BE|IFVE THAT CURRENT 1EG
PLANNING ASSUMES ANy PARTICIPATION OF AMERICAN PERSONNEL) .

B) WE COULD EXPECT THWHE SENIOR 1EG OFPICTALS TO VIEW THE CLOSING OF:
KAGNEW AS REQUIRING THETR RE-EVALUATION NF US INTENTIONS TOWARD
ETWINPIA, IN VIZW OF PROBABLE IEG FEARS DOF MID-TERM REDUCTIONS
IN US MILITARY AND PFRHAPS ECONOMIC ASSISTANCE. THE RELATED
REVIEW OF IEG RESNURCE ALLOCATIONS MIGHT RFSULT EVENTUALLY' IN
AN INCRFEASE IN IFa: MILITARY SPENDING AND A REDUCTION! IN IEG
DEVELOPMENTAL EXPENDJTURESe IF THE QEDUECTION PROVED SIGNIFTCANT
ANN OF SUFFICIENT DURATION, POPULAR INTERNAL! PRESSURES WQULD
PRORARLY BUILD UP. THIS WOULD BE FSPECTIALLY TRUE: TF THE: 1EG IS
UNABLE TO DELIVER ON ITS PUBLIC CNMMITMENTS TO REFORM AND WEL=
FARE PROGRAMS2 SUCH AS AWRAJA SELF=ADMINISTRATION, RURAL HEALTH,
TENMANT SECURITY AND OTHER AGRARIAN REFORMS.

Ces THE NOUBILITY AND OTHER TRADITIONAL PNWER ELITES SHOULD:
NOT A PRIDRI FEFI ADVERSELY AFFECTEND IN THFEIR PERSONAL POSTe-
TIONS BY A KAGNEW PHASE<DOWNe THEY MIGHT, ON THE CONTRARY,
PICTURE THEIR OWN STARS AS RISING, SINCE THE' EMPEROR AND THE
IEG MAY REQUIRE THIFR BEACKING AND INFLUENCE IN THF cOUNTRYBIDE
EVEN MORE, AT LEAST IN THE SHORT«RUNe SOME MIGHT 4ARBOR THE
HORPE THAT ETHIGPIA MIGHT ONCE AGATN RETREAT INTO ITSELF AFTER
THIS LATEST EPISONE OF CLOSE FORFIGN TIFSe

D) YOUNGER I1FB BURFAUCRATS AND OTHER EDUCATED PEOPLE» WHILF
FORESEEING SOME SHORT»TERM PROBLEMS, MIGHT WELL HOPE THAT
ETHINPIA WOULD NOW PRESENT THE NUTSIDE WORLND A MORE NEUTRAL
POSTUREs SOMECOULD ALSO FEEL THAT A GOVT LLFSS. SUPPORTED BY THFE
US MIGHT RE COMPELLEN TO ACT MORE EFFECTIVELY ON THFE PRESSING
REFORMS REQUIRED TO MODERNIZE ETHIOPIA. BFECAUSE OF' THEIR EDUCA-
TINONAL AND OTHER LINKS TO THE USs WE WDOULD NOT EXPEFT THIS
GROUP TO FEEL BITTER TOWARD A CLOSURE NF KAGNEW.

E) IF THE CLOSING DOWN 0OF KAGBNEW WERE PRESENTED TO THE
ETHIOPIAN AND WORLD PURLIC BY THE 16 A3 SELFINITIATED». THE:
MOVF WOULD PROBARLY RE WFLCOMED IN ANTT«REZIME (WHICH USUALLY
CONMNOTES ANTI=US) CIRCLESs SOME IG OPPONENTS WOULD VIEW THE
CLOSING AS BOTH ANMOTHER STEP TOWARD DISENGAGFMENT FROM THE

EMRRACE OF "US IMPERTALISM"™ AND AS A WFAKENING OF THE REGIME"S
DEFENSES AGABNST THE "FORCES OF PROGRFESgW,
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F) THE ELF MIGHT VIEW THE CESSATION OR GREATLY REDUCED
OPERATIONS AT KAGNEW, WITH ITS IMPLIED £ORRESPONDING: REDUCTION
OF US SUPPORT TO: THE I1EG, PARTICULARLY rTS MILTITARY, AS' A SHORTE:
TERM BENEFITe HOWFYERs ELF SUPPORTERS WOULD RFALIZE THAT IEG:
MILITARY FORCES Iv ERITREA WOULD BE MAINTAINEDs THE ELF! MIGHT
ALEN CALCULATE THAT ETHIOPIA WOULD' S8TAR| ISH CLOSER RELATIONS
WITH ITS NEIGHBORS AND THEIR COMMUNTS®T SUPPORTERS TO! TRY TO
OBTAIN B80TH AID AND PROMISES OF WITHDRAWAL' NF RACKING FOR' THE
ELFe TO THE EXTENT THAT KAGNEW'S CSCONOMIC RENEFIT TO' THE PEOPLE
OF ERITREA HAS DIQCOURAGED ATTACK AGAINST KAGNEW'S INSTALLA=-
TIONS OR US PERSONNEL» THE ANNOUNCEMENT OF KAGNEW'S: PHASEDOWN
COULD PRECIPITATE ACTTONS AGAINST BOTH KAGNEW AND US:' PERSONNEL
THE: ELF MIGHT HOPE Tn GAIN RUBLICITY AND PRESTIGE AS BFING ONE:
OF THE CAUSES 0F THE PHASEDOWNe

G) THE SOMALI JTRRYIDENTIST MOVEMENT wWoULD LIKELY BE LITTLE!
ALTERED IN THE:' SHART RUN BY US WITHORAWAL FROM KAGNEWe ITS!
PRNSPELTS AND OUT LOOK COULD BE AFFECTED IN THF MIDeTERM, HOW=
EVER, IF THE IEG AND THF GSDR, IN THE WAKFE! OF WHAT THEY PERw.
CEIVED AS INCREASING UNLIKELIHOOD OF US SUPPRT OF ETHIOPIAN
AIM& IN CASE OF AN FPHINSOMALT WAR, ATTEMPTED TO SNLVE: THEIR
DIFFERENCESe.

3¢ IMPACT ON US-ETHINPIAN RELATIONS?

A) THE IMMEDIATE EFFECT OF THE CLOSURE OF: KAGNEW WOULD,. AS
ALREADY MENTIOUNED, RAISE SERIOUS DOUBTS IN THE MINDS: OF! THE:
TIEG AS TO THE CONTINUATION DF THEIR "SPrClAL' RELATINONSHIPY
WITH THE US» PARTICULARLY DUR MILITARY ASSISTANCE PROGRAM
[{MAP)s WE JUDGE THAT THE IEG IS WELL' AWARE OF RUDGBETARY PREw.
SSURES AND CURRENTS aF OPINION IN WASHINGTNN WHICH: CONSIDER
THE MAP AS A DIRECT
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QUID PRO QUO: FOR KAGNEW AND WHICH SURFACED’ LAST YEAR! WHEN' THE:
USG: WAIVED THE: LEGAL 17 PERCENT DOWNPAYMENT FOR MAP, BECAUSE:

OF KAGNEWe WE NOTF, HOWEVER,. THAT ANY MAP' REDUCTION COULD' BE:
PARTTIALLY CUSHIONED RY AID» FOR EXAMPLE RY RELAXING CONDITIONS:
FOR THE USE OF: CURRENT AGRICULTURAL SECTDR LDAN TO: PROVIDE FOR:
LOCAL COST FINANBING OF ADDITIONAL: DEVELDPMENT ACTIVITIESS. THUS
FREEING IEG RESQURCES:- FOR MILITARY PROGRAMS.

B) SOME ETHIOPIANS WAULD MAVE. SIMILAR FZARS OF A MAJOR RE-‘
DUNTION OF US ECONOMIC ASSISTANCE (AlD14 OVER THE PAST FEW YEARS,
HOWEVERs WE HAVE' QUCCEEDED IN SECURING: THE ACCEPTANCE OF:

SEMINR TEB UFFICIALS TO THE CONCE®PT THAT AID WILL: FLOW TO:
FINANCE SPECIFIC PRNJECTS AND THAT THE' RESULTANT AID' LEVEL! WILL
ACCORDINGLY FLUCTUATE: FROM YEAR TN YEARG WF WOULD HOPE THAT THE
1ERZ WOULD CUNTINUE TD. ACCERPT THIS CONCERT AFTER ANY CLOSURE

OF KAGNEW AND NOT VIEW ANY DOWN=TURNS TN AtD AS KAGNEW=RELATED

C) WE JUDGE THAT DIRFCT BENEFITS OF KAGNEW ARE: LESS IMPORTANT
TO 1EG THAN OTHER US PROGRAMS IN ETHIOPTA: 2ARTICULARLY MAP .AND
AIDe NEGATIVE ASPECTSs PRIMARILY 28YCHNL DGICAL, OF ANY KAGNEW

* PHASE«OUT COULD PARTIALLY RE MITIGATED BY APPRNPRIATE POLITICAL
ACTION AND REASSURANCES ABNUT MILTTARY AND' DEVELNOMENT AID,

D) THE INITIAL IMPACT OF A DECISION TO' PHASE=0OUT KAGNEW' WOULD

cnfw-7'-=“><rn‘ PA—OXM_N—O>m N—I><m
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RESULT IN SOME: CONTRACTION OF OUR ALREADY LIMITED DIPLOMATIC:
INFLUENCE ON THE: JEG« IF THIS DECTSTION WERE FOLLOWED! BY A DOWN=
TURN IN.:MAP AND PERHAPS AID AS WELL, OUR ACCESS TH' JEG POLICY
MAKERS WOULD BE FURTHER CONTRACTEDs AND OUR PRESENT INFLUENCE

ON JEG DEFENSE AND! DEVELOPMENT PRAGRAMSE WOULD DECREASEs IF THIS
DECISION, AS IT BECAME PUBLIC KNOWLFDGF,; APPEARED TO: LEAD TO: AN
INCREASE OF OPPOSITIONIST ACTIVITY 0R FFFECTIVENESS (E G BY THE
ELF), IEG GENERAL UNRAPPINESS WITHW: THE US COULD INCREASE' EVEN
FURTHFRe IT SHOULND RE RFCNOGNIZED, HOWEVFER) THAT ON' 1SSUES: DIRECT~
LY RELATED TO US INTERESTS» SUCH AS POSSTISLE UN ACTION AGAINST
"TERRORISM", OR ABILITY TO INFLUEMCE;THE‘IES'HAS fRODED: OVER:!

THE PAST FEW YEARS» AS FTHIOPIA HAS INCREASINGLY SOUGHT  TO:
IDFNTIFY ITSELF WITH A GENERAL: AFRICAN AND: THIRD WORLD CONSENQUQ.

4o IMPACT ON ETHIOPIAN RELAIONS WITH THRID' COUNTRIESH

A) THE COMMUNIST POWERSt AS THEIR MILITARY PLANNERS REASSESS:

THE STRATEGIC OQUTLOOW IN THE HYORN RESULTING FROM THE: US: WITH=.
DRAWAL FROM KAGNEW, THE IEG MIGHT WELL! BECIDE, AS A FORM OF
RE=INSURANCE, T0O: TRY TO STRENGTHEN FRIENDLY RELATIONS WITH' THF
COMMUNIST POWERS; PARTICULARLY THFE: USSR; "PATRNN" OF SOMALTA.
HOWEVER> WE WOULD NOP: EXRPECT ETHINPTA, UNDFR ITS PRESENT GOVERN..
MENT, TO TURN TO THE USSR OR PRC FOR MILITARY ASSISTANCE' OF SUCH
SCOPE THAT IT WOULD GIVE EITHER .POWER PALITICAL LEVERAGE ON TIHE
1IER» EVEN IF MAP WERF ALSO REDUCEDS

B) THE INDUSTRIALIZED WORLD (EUROPE AND JAPAN): US WITHDRAWAL
FROM. KAGNEW2 BY ITSELF» WOULD HWAVE' LITTLE IMPACT ON ETHIORIAN
RELATICNS WITH THE' NTHER WESTERN INDUSTRIALIZEN PNWERSs INCLUDING:
JAPAN, CTHER THAN PERHAPS MARGINALLY TO INCREASE' THE' ATTRACTION
TO THE 1EG OF S0OME FORM OF ASSOCIATION' WITH THF EUROPEAN COMMUN..
ITIER {(FChe IF ACCOMPBANTED BY A SIGNIFTEANT REDUCTION IN MAP:
ANP/OR AID, HOWEVER, ETHIOPIA WOULD ALMOST CERTAINLY' TURN
FIPST YO EUROPE T0n: C|.OSE THE "GAP", PARTICULARLY INSOFAR AS

ITS MILITARY REGQUIREMENTS ARE CONCERNEDS

C) THE THIRD WORLDs 1S WITHORAWAL FROM KAGNEW WOULD

ACCELERATE CLUSER ETHIUPIAN IDENTIFICATION WITH THE NONm=ALTGNED
THTRD WORLDs PARTICULARLY IN AFRICA. WHILE THE' THIRD WORLDs» AS:
SUeH, COULD DO LITTL® TN PROVINDE WARDWARE), THERE' ARE' THIRD WORLM:
COUNTRIFE (PARTTIEULARLY QIL EXPARTERS) IN A PNSITION TO: HELP
CUMPENS$TE§;UR REDUCTTIONS IN MAP ANND AIN RESOURCES' THROUGH CASH

| ; L Cow MT
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GRANTSe THIS - PNSSIBILITY, HOWEVER, WOULD DF2ENN STGNIFICANTLY
ON CHANGES IN ETHIOPTAN RELATTONS WITH 1SRaSL AND PNSSIBLY
ON SOME ACCUMMANATIAN TN ELF VIFWS.

Se IMPACT ON ETHINPIAN FrDONDMY s

A) THE NIRECT CONTRIRUTION OF KAGNEW STATINN TO THE ETHIOPIAN
ECONOMY CAN BE QUANTIFIED AT AROUT US $4-4 MILLION OF LOCAL
EXPENDITURESs SINCE A LARGE PROPORTION NF THESFE LAOCAL EXPENDI -
TURES PROBABLY NO NNT LEAD TN A CAMPARARLE TNrREASE IN IMPORT
DEMAND2 THEY RESULT IN THE SAME PROPORTIONAL APRDITION TO IEG
HOIL DINGS OF FREE FDREIGN EXCHANGE JF THESFE LDCAL EXPENDI -
TURES, ABNUT US${ MTLLICN ACCRUFS TN ETWINRPTAN AIRLINES FOR
TRANGPORTATIUN EXSENNITURESe EXCEDT FOR THE ARAVE CONSIDER«
ATTANS, THE DIRELT SrONAMIC TMPACT NF ANY XARNEW CLOSURE WOULD
RE ILARGFLY A LNCAILL OHENIOMENON IN THE ASMARA ARFA.

R) THE SINGLE MOST QIGNIFICANT ELFMENT wOUI D PRORABLY RE THF:
LOSS OF SALARIES (ARNUT USs] MILLION) FIR 1LICAL EMPLIOYEES WHD
TOTALEDG 1,256 AS NF ACTNSER 31, 1972« TUIS TIGHRE INCLUDES
437 PERSONE PATID RY APPRAPRIATEN FUNDS AND 19 FMPLOYFES,
MOSTLY NOMESTIC, PATN RY NON APPRAPRIATED SUYMNDS.

C) FINALLY, THE PRESENT AND PROSPECTIVE WILLINGNESS OF US
FIPME TN INVEST IN FTYHIOPIA TS PRNBABLY COMNITIONED TO SNME
NDERREE aY¥ THE PSYrHNLNGICALL ASSURANCE FLOWING FROM A PERCEIVED
DSFE STATE IN ETHINPTA. MAGNEW'S EXISTANCE aND THE RELATED;

Le COMMENT IN |LIGHT REFTEL, FOREAQDING IS INTENDED FOR BACK

GROND 20SSIBLFE FOITURE USE IF QUESTION RECNMES ACTUAL«
XGENS =20
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