














THE WHITE HOUSE W’WL

WASHINGTON \\)/“ /

—SEGRETF— April 22, 1966

/

NATIONAL SECURITY ACTION MEMORANDUM NO, 345

MEMORANDUM FOR: The Secretary of State
The Secretary of Defense

SUBJECT: Nuclear Planning I3

The President wishes to have developed recommendations for
enlarging the participation in and understanding of nuclear planning by
both the political and military authorities of our major NATO allies.

Two alternative approaches should be considered: one which
assumes the creatioq of a "NATO Nuclear Force'!"  and one which does
not. '

Among the possibilities examined should be the creation of a
permanent body of restricted membership within NATO with functions
including both intensified consultation and the direction of U.S. and
U.K. nuclear weapons and delivery vehicles assigned to NATO and/or
collectively owned. The proposals should cover the full range of
activities involved in planning for the operation of existing forces and
the development of future forces: intelligence, deployment, targeting,
considerations affecting use at times of crisis, research, development,
production and budgeting, etc.

The primary operational focus of these arrangements should
be the defense of NATO territory. ‘

For purposes of this exercise, it should be assumed that any

- ""NATO Nuclear Force' Plan which later may be agreed upon will not
include:

a. Mixed-manning of submarines;
b. A surface fleet capable of delivering nuclear weapons.

The following matters should be addressed, in addition to
functions:



1. participation or membership;
2. location;
3. financing;

4. probable U.K., German, French, other NATO,
and Soviet reactions;

5. appropriate U,S. negotiating strategy and
procedures for its execution,

The President also wishes to have developed other forward-
looking proposals that would increase the cohesion of NATO and the
North Atlantic community. These should embrace two kinds of
measures: ‘ :

a. Military and non-xﬁilitary programs affecting
primarily the affairs of the Free World;

b. . Constructive political, diplomatic, and economic
initiatives addressed to Eastern Europe and the Soviet
Union.

The President wishes to have these proposals ready for review
by Thursday, May 12,

W W Rl

. W, W. Rostow
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MEMORANDUM

SUBJECT: Response to NSAM 345

NSAM 345 in requesting the development of recommendations
on nuclear planning states: "Two alternative approaches
should be considered; one which assumes the creation of a
'NATO Nuclear Force' and one which does not."

In framing these alternatives it is important to get away
from the false and troublesome dlchotomy between alliance
consultation and hardware control as alternative and
competing routes to increased allied participation in
nuclear affairs.

1. Alliance consultation should be furthered by an
institutionalized follow-up of the McNamara Committee
itself, plus all the improvements in NATO machinery for
defense planning, data exchange, improved communications
and such consultation arrangements as can be agreed. Steps
in this category should be considered as a sine gqua non for
a strong and effective alliance in the face of the French
defection, and should be pushed to the limits of political
acceptability whether or not there is a collective nuclear
force. There is no need to hold back any politically feasible
grant of authority within this framework depending upon the
actions of negotiations of a collective nuclear force. The
strength, the weakness, and the distinguishing feature of
this category. of machinery as opposed to a collective force
is that it is alliance-wide in its responsibilities, embraces
-both SAC and theater forces, and operates in a way that
associates in some way, if only in a final report to NAC, all
NATO members in its activity.

- GROUP 3
Downgraded at 12 year intervals;
not automatically declassified.
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2. Control over a collective force (whether created

by assignment or ownership), on the other hand, is a matter
of stockholder's control in a nuclear corporation. It
embraces a sphere of direct corporate control over a collec-
tive unified force comparable, in some ways, to that
exercised by a Department of Defense over a national force.
It involves contracting for research and development and
production, budgeting and financing, modernizing, firing and
possibly manning a corporate force.

These two distinct degrees of responsibility and control
require different kinds of machinery - parallel, complemen-
tary, and non-competing. The US can participate in more
effective machinery for coordination and consultation with
regard to SAC, even possibly to the extent of making it
subject to the general guidance of a NATO Strategic Targeting
and Attack Policy or allowing it to operate on the basis of a
NATO Target Data Inventory. This is the sphere of alliance
consultation and codérdination. The US cannot, however,
because of its world wide responsibilities prudently share
control over the firing of its national deterrent with
European members of the alliance. The function of direct
control to the point of veto over firing must be granted,

if at all, to a smaller segment of the deterrent established
and operating as a collective force under separate terms of
assignment or ownership. Just as the machinery of the
alliance as a whole is not appropriate to exercise the detailed
essentially proprietary management of a corporate force whose
operating or capital costs are paid for by a few members, so
the corporate machinery of a collective force cannot, without
severe political strains, arrogate to itself the task of
policy determination for the NATO Alliance as such.

Several consequences flow from this distinction between the
roles of an essentially corporate organization and the NATO
alliance organization:

1. One is that a collective force proposal should
not be considered as an alternative to institutionalizing
the McNamara Committee and improving alliance consultation
machinery. Steps of this general nature should be taken in
any event.

~SgeRFl—
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2. Another is that, if accepted, this distinction
may dispel the lingering suspicion of competition or
rivalry between the collective force and consultative
approaches which has inhibited the advancement of either.

3. A third is that the organization managing a
collective force should not assume responsibility for
decisions which fall in the province of the alliance as
such. :

4. And fourth, the machinery of NATO should not be
distorted to serve the separate purposes of direct manage-
ment and control of a nuclear corporation which directs a
corporate force. '

Consonant with this general approach, two parallel courses
of action are set forth in Tabs A and B:

TabbA: Proposed Nuclear Defense Authority.

Tab B: A program for improving and extending
allied participation in nuclear affairs.

“BECREF=
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TAB A

PROPOSED NUCLEAR DEFENSE AUTHORITY

I. ORGANIZATION

1. Membership. Membership in the Authority would
be open to all NATO countries which accept the functions
and purposes described below, and agree to share in the
common budget. (This will 1limit membership to those
willing to share in the burdens, as well as responsi-
bilities, of nuclear deterrence, and thus keep the group
of manageable size.)

2. Governing Committee. The Aughority would be
directed and all its major decisions taken by a Governing
Committee on which governments would be represented by
appropriate Ministers, depending on the subject.

3. _US and Eurgpean Roles. Major decisions would be
taken by two affirmative votes: that of the US and that
of the European countries. The European vote would be
cast under whatever procedures the European parties might
agree to among themselves. The European members of the
Governing Committee could form a European grouping, to
reach a joint view on issues coming before that Committee
and perform other functions, as indicated below.

4. Direétor General. = The Authority would have a
Director General, who would be responsible for:

(a) carrying out the Governing Committee's
decisions, and ‘

~ (b) executing studies for the Governing
Committee, and making proposals, from time to time, to.

that
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that Committee regarding further steps to fulfill the
purposes of the Authority.

IT. YUNCTIONS AND PUPPQSES

A. Consultation

5. ronsul*at*on About Planning and Development.
The Governing Committee would serve as a locus for
consultations and exchange of information concerning the
full range of activities involved in planning for the
operation of existing forces coming under its direction,
and for the development of future forces which might come
under its direction. This would involve consultation
about:

(i) threats posed by potential adversaries
relevant to the forces under its direction (and for this
purpose the Committee would have access to all relevant
intelligence data collected by the members about this
threat);

(i1) the present and future size and composition
of other offensive and defensive forces designed to meet
this threat, which had to be taken account in managing
and developing forces under its direction;

| (iii) the administration, targeting, deployment,
and future evolution of forces under its direction;

(iv) - technological trends which could affect-
the nature and effectiveness of these forces.

It would perform studies and make recommendations
to member governments in these areas.

6. NATO Warhead Deployment. To give teeth to the
consultation described under (ii), above, member

governments
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_governments would agree not to withdraw nuclear delivery
'systems and warheads assigned to NATO without prior dis-
~cussion and agreement in the Governing Committee.

7. Consultation About Use. Members would agree to
-supplement NATO consultation (described in Tab B) ‘about
the considerations and circumstances which could affect
use of nuclear weapons anywhere in the world with con-
sultation in the Governing Committee about implications
of these considerations for the joint force.

.8. Consultation About Relevant Arms Control.
Disarmament, arms control, and non-proliferation proposals
to be made or answered by members of the Governing Committee
which could affect present or future forces under its
direction could be reviewed by that Committee ahead of time.
The Committee would also seek 'to develop collective disarma-
ment and non-proliferation proposals relevant to forces
under its direction. '

mB.' Sharinge of Technological Information and
Production Responsibilities

e acrenn94. Peaceful Technology. The Governing Committee
would develop arrangements to insure that all members
had access to peaceful technology knowledge gained by

..——.each of its members from nuclear, missile, and outer
space production. -

"~ 710 Joint R&D and Production. The Governing
Committee would consider joint arrangements for research,

~.—~.— ——development, .and .production of equipment and weapons for

future components of the collective defense forces under
its direction.

11. US cooperation. TIf the European members of the
‘Governing Committee. wished to undertake joint European
__porgrams for research, development, and production which
were relevant to the forces under its direction, the US

would,
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would,'if these programs seemed likely to be economic,
undertake to cooperate with same.

C. Collective Force

The Authority would manage and direct a colleative
nuclear force. Upon creation of that force, European
members would commit themselves not to launch new national
nuclear programs. Three alternative forms which that force
might take are set forth below, beginning with assignment
and progressing toward joint ownership of delivery systems
and warheads.

_— . u‘-—‘")

a) This force would be under the political
(firing) control of the Governing Committee. Permissive
links on warheads could only be activated by agreement of
that Committee.

b) The force would have a common operating
budget, to which all members would contribute.

c¢) The Governing Committee would be committed
to consider, at some future time, the possibility of
eventually moving from assignment to common ownership. °

| r I
COMMENT: . '
_,r It is one end "S-(L%A

of the spectrum of choice.

13. Alternative #2. The joint force would have two
components:

(a) There would be a jointly owned and manred _
force of airbraft and/or Pershings,--in numbers sufficient

to

———

<SEemam
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to cover nuclear sttrike targets now covered by French
aircraft in Germany. The choice between aircraft and
additional Pershings for this force would depend on

which was consid most useful milita
Fre i t.

4&51h)

(If the Europeans wanted, one squadron or
the Jointly owned aircraft or Pershing force
would be owned by the European members, and the other
squadron or wing would be owned by the US. Both would
remain under political control of the Governing Committee.
There would be an integrated Atlantic headquarters.)

(b) The submarine . component of the joint force

would be_set_up in a way which split the difference _ LS1Z)4{kt
between| — ;Ipositions_: The ships and missiles
would be pIlaced under JOmmon ownership; the warheads would

not. The terms of sale would provide, however, that the
warheads could only be removed from commonly owned sub-
marines with consent of the owners. (Failing agreement on
this, submarines- could either be left out of the initial
force, as a matter for further study, or included via
assignment, depending on which the FRG preferred.)

(¢) The Governing Committee would consider
possible eventual inclusion of follow-on systems for
the joint force.

COMMENT :

(a) {

(5ty4@)

E—

(b). Such a force would meet a need, which may
arise out of the present crisis, to replace French air-
craft in Germany. Even if these aircraft are nbt withdrawn
from NATO, there would be advantage in thus "double
covering' their nuclear "strike' targets, since their
availability in hostilities is uncertain, to say the least.

(c) The
—SEERET—
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\ A military
sub-group has found common manning of Pershlng<, V-Bombers,.
and F-111 feasible.

(d) Since there would be no change in US owner-
ship and custody of warheads, the Atomic Energy Act would
not have to be amended, and neither the Joint Committee
nor UK opponents of proliferation should get terribly
excited about this proposition one way or another. There
is good precedent for this in existing '"two key' arrange-
ments for tactical weapons, which place the delivery
system under allied ownership but do not alter US custody
and control of the warheads. The Soviets, the UK, and the
Joint Committee have all indicated that they find these
arrangements acceptable.

(e) Offering the opportunity to create a
"European'' component, if the European countries wished,
would be responsive to pro-European concerns, and thus'
help to defuse pressures for a strong "European clause."

It would help to link the UK closer to the Continent, place
de Gaulle in the position of opposing a '""European' venture,
and run with the grain of our long-term policy re European
unity. It would not point in a '"third force' direction
since the European component would be closely linked to a
comparable US unit and placed under trans-Atlantic control.

14. Alternative #3: The submarines, aircraft, and
warheads would be placed under common ownership -- with
mixed manning in the degree feasible.

CoMMENT: [ | B 15(6.)4{4)

Y It is the other

end of the spectrum from altermative

III. Relation to NATO

15. Assignment. All collective nuclear forces
coming under direction of the Joint Committee would:

(a) be


http:Europe.an

7.‘

-(a) be assigned to NATO, with an understanding
not to withdraw them during the life of the alliance;

: (b) be placed under the operational command of
SACEUR (or the NATO Supreme Commander, if one is created)
who would have responsibility for targeting and execution
of strikes.

16. Consultation. Consultation in the Governing
Committee would: '

(a) reflect the special interests of the members,
in view of their powers of direction over a joint force;

A (b) be paralleled by other NATO consultation
procedures, as indicated in Tab B, to meet the needs of
NATO countries more generally.
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TAB B

IMPROVING AND EXTENDING NATO PARTICIPATION
IN NUCLEAR AFFAIRS

I. INTRODUCTION

This paper approaches the objective of extending and
improving NATO participation in nuclear planning in terms
of how the NATO Allies can (i) have access to more infor-
mation about; (ii) participate in the analysis of; and/or

—-~——(iii) have a greater influence over decision-making in
four general areas:

a) intelligence about the enemy's capability (i.e.,
threat evaluation);

'b) what types of nuclear systems and how many are
needed to counter this capability (i.e., systems analysis);

c) how the nuclear systems we have are deployed and
~targeted (i.e., military planning), and

_ ‘d) how, when, and in what circumstances they will be
- —-—-——used (i.e.; consultation).

Each of these is discussed below.

II. INTELLIGENCE

At présent e NATO Alliesl ‘]Lé?(@[)
L - Qmust, in effe®®; accept -the conclusions

unilaterally readfled by the US as to the enemy's capabil-

. AlTies have Iittle, if any, lmpression about thé US'
~ 7 intelligence sources or reliability of our intelligence
acquisition techniques. It can be argued that since our
e ——Allies -could-not bring to-any sharing arrangement in this
. field capabilities which would enlarge or improve

collective target intelligence acquisition, we should

leave things as they are. However, intelligence is the

starting
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starting point for the threat assessment upon which all
nuclear planning is based since our forces are designed
to counter and provide protection against enemy forces.
Furthermore, since the Soviets are undoubtedly quite well
aware of our capabilities in sophisticated and advanced
intelligence systems, there is no reason why this infor-
mation should not be shared, on a safeguarded basis,
within NATO, To do so would lay the basis for greater
allied confidence in our judgments about the adequacy

or inadequacy of the nuclear forces available to the West,
and the mix of these forces. -

Proposal:

To establish an internationally staffed NATO Defense
Intelligence Group, operating under special security pro-
cedures, under the aegis of the MC or, perhaps, the NATO
Nuclear Committee. 'The US should be prepared to share
relevant intelligence data from all sources with this
group, which would have the responsibility for drawing up
a NATO TDI on the basis of information available to it
from all sources. :

III. SYSTEMS ANALYSIS

NATO as an entity now has no systems analysis capability,
except to the limited extent it exists in the DPWG frame-
work. In the US, the DOD's Systems Analysis staff does a
major part of the important groundwork and analysis which
underlies US decisions about the specific types and number
of weapons we build. We have made some effort bilaterally,
as well as through the DPWG, to "export" some of our own
capabilities, At best, however, this has been a haphazard
and unsystematic effort.

Proposals:

1. Establish the DPWG on permanent basis as NATO's
Systems Analysis staff, :

2. 1Invite the DPWG to establish a liaison arrangement
with the US Systems Analysis staff (similar to the SACEUR
liaison arrangement at Omaha), which would put civilian

defense
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defense analysts from NATO countries =-- perhaps on a
rotating basis =-- in continuing an intimate contact with
US counterparts. The experience thus gained would be
useful in enhancing their own national capabilities

over time, and improve the quality of national participa-
tion in the DPWG.

IV, DEPLOYMENT AND TARGETING

SACEUR's responsibility for deployment and targeting
decisions is necessarily limited to forces under his
command. Real European involvement in decision-making
in this area can probably, therefore, only be secured by
the augmentation of forces assigned to SACEUR's command.
While the Europeans might be given confidence, through
consultation procedures, that US strategic forces are
properly deployed and targeted (and this is useful on its
own merits), these will properly remain matters for uni-
lateral US decision as long as these forces remain under
exclusively US command and are paid for exclusively by
the US.

Proposals:

—

2. Submit the US annual European nuclear dispersal
plan for discussion in the DPWG framework prior to reaching
final US decisions on European dispersals.

V. CONSULTATION

The purpose of the new consultative mechanism proposed
below would be principally:

i) To

156)
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i) To ensure that information which is available to
international staff, is available also at governmental level.

ii) To lay the basis for agreement on how, when, and
in what circumstances nuclear weapons will be used.

These were impliedly among the original purposes of
the NATO Nuclear Committee set up at Athens. It was the
purpose also of the US proposal of December 8, 1964, for
periodic meetings of NATO Ministers of Defense to '"consider
targeting policy, new nuclear and conventional weapons
developments, nuclear dispersal plans, future force
structure, resource allocation, and strategy".

These objectives continue valid, but encounter a
major tactical problem: How to keep any forum for consul-
tation limited enough in membership to be an effective
instrument for discussion and intimate exchange of views.

Proposal:

To revive the NATO Nuclear Committee as the body '"to
receive study on a permanent and systematic basis nuclear
information relating to NATO defense'. These terms of
reference were approved by the NAC with French concurrence
on May 5, 1962. Appropriate sub-committees would be
established - with the object, if possible, of limiting
membership. - v '

No holds would be barred as to matters which could

. come before the group. It would have no "operational"
responsibility, but would, for example, be free to inquire
into and discuss all of the areas suggested by the Germans
as relevant:

a) threat evaluation; :

b) targeting principles, procedures and priorities;
c) principles for selective use of weapons;

d) principles for use of weapons;

e) constraints.
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43 June 10, 1966
NATIONAL SECURITY ACTION MEMORANDUM

MEMORANDUM FOR: The Secretary of State
The Secretary of Defense

REFERENCE: State-Defense Memorandum for the
President of May 28, 1966: ''The
Nuclear Problem in NATO"

The President wishes the following actions taken to
implement recommendations in the referenced memorandum:

The Secretary of State and the Secretary of
Defense will initiate tripartite discussions

on the NATO nuclear problem with United Kingdom
and Federal Republic authorities, with the
objective of determining a program each country
will support,

In the discussions, if a program satisfactory
to the other two governments can be negotiated,
the Secretary of State is authorized to agree
to those elements of the ''Consultation Arrange-
ments' outlined in Enclosure I of the reference,
and the additional '"Assignment' provisions of
Enclosure II of the reference, which both the
United Kingdom and the Federal Republic will
also agree to,

With regard to the '"Collective Forces'' discussed
in Enclosure II of the reference, the Secretaries
of State and Defense will take the position:

(a) that decision regarding the further step to
the "Collective Forces' discussed in Enclosure II
of the reference should await experience gained

and light
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and light thrown through the consultation and
assignment arrangements during which study and
discussion of such collective forces can con=
tinue, and (b) that meanwhile the U, S, will
take no action which would prejudice later
decision to create a collective force, or which
would diverge from the concept of German equality
with the other major European countries stated

in the President's letter of May 21 to Prime
Minister Wilson,
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June 8, 1966

NATIONAL SECURITY ACTION MEMORANDUM

MEMORANDUM FOR: The © ary of State

REFERENCE:

The Secretary of Defense
The Special Assistant for Science
and Technology

(1) State-Defense Memorandum for the
President of June 3, 1966,
'""Measures to Increase the Cohesion
of NATO, Final Response to NSAM 345"

The President wishes the following actions taken to
implement recommendations in the referenced memorandum:

a)

b)

c)

NATO-Political Function, The Secretary of
State will explore on a continuing basis

the 'Specific Proposals for Improving the
Environment in Central Europe' contained

in TAB 'A' of Reference (1), and any other
similar measures which he may originate or
receive, and make recommendations for action
on individual proposals by the appropriate
agency of the government,

Technological Gap. The Special Assistant

for Science and Technology will investigate
possible measures to reduce the disparity

in advanced technology and production

between the United States and the countries
of Western Europe, and will initiate those
actions which the President wishes undertaken.

NMPU, The Secretaries of State, Defense, and
Treasury, under the guiding direction of the
former, will proceed with the negotiation of
a NATO Military Payments Union, generally as
outlined in the reference.

As a
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As a first step an approach should be
made to the Federal Republic in order to
prepare it for later discussions and to win
its sympathetic response, to be followed
by talks with the United Kingdom, It is
likely that the proposal will involve par=
ticipation by the Ministers of Finance or
Presidents of the Central Banks of both
countries before a tripartite agreement
can be reached, The visit of the Secretary
of Defense to Bonn in July should serve to
present the matter further to Minister von
Hassel, Negotiations should then be carried
on in appropriate ways with the other members
of NATO,

Presidential Speech., The Secretary of State
will submit to the President, by August 20,
1966, a draft of a Presidential speech, to
be made in late summer,

The speech will express faith in U,S.=-
European partnership as the most effective
system for maintaining peace and for healing
the division of Europe, and faith in NATO as
the effective agency for concerting policy
in these areas and for eliminating the use
of force in European settlements., It will
call for specific measures which give renewed
substance to the partnership and the Alliance.

“SEGRET .,






out on the prospects for such an agreement. Nevertheless, I would
note that as recently as January of this year the State Department
concluded that if the US and the Soviets could find agreement now on
this issue, all of the major countries of the world except China and
Indonesia would adhere to the agreement. I think that Indonesia can
now be added to the list of potential signers. This condition will not
exist much longer.

I personally think it will be a great tragedy if we give up the possi-
bility of a non-proliferation agreement now by delaying too long a
decision to give up a "hardware' solution if we are going to make
such a decision, or by maintaining the fiction of a future "hardware"
solution after we have really decided that we would never allow it to
occur.

II. ABM and Missile Launcher Freeze

I have discussed the pros and cons of this proposal separately in my
memorandum to you (dated May 2) on ACDA's proposed Pen Pal
letter and my dialogue with Dick Bowman (my memo to you dated
May 12). While I think this presents the President with a more diffi-
cult problem than the non-proliferation agreement or the threshold
test ban, I think that on balance it is an acceptable proposal. As
you might expect, the Chiefs have come out against this proposal. I
understand, however, that McNamara has reviewed the matter and
thinks that it should be discussed with the President. I have asked
Ambassador Thompson to let us know what Rusk's views are on the
substance of the proposal and the procedures for handling it. I under-
stand that Ambassador Dobrynin returned yesterday but it will be at
least several days before we know whether he has anything to add

to the subject.

III. Threshold Test Ban

Although I think this proposal is less significant than the non-proliferation
treaty, I think that it probably has the highest chance of achievement

in the short term of any of the new initiatives that we might make in

the arms control area. With a clear indication of Presidential interest,
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I think that it could be staffed through the Government. With proper
preparation with a Pen Pal letter, there is a reasonable chance that
it might be acceptable to the Soviets unless they have decided not
to have any agreement during this phase of the Vietnam conflict.

The comprehensive test ban represents an alternative approach to
the non-proliferation problem. This proposal has remained on dead
center for the past few years since we have made essentially no
progress in resolving the central issue that divides the Soviet Union
and ourselves -- namely, the necessity for on-site inspections. In
order to find a way out of this deadlock, ACDA is now re-introducing
an old proposal that we negotiate a treaty without on-site inspection
that would ban all underground tests above a threshold that could be
monitored adequately by our unilateral detection system. The problem
with this proposal has been to make the threshold low enough to con-
stitute a real technical barrier to weapons programs by potential
new nuclear powers and high enough to permit one to monitor the
agreement unilaterally without the use of on-site inspections. In
the past, it has not been possible to close this gap. During the last
month, however, AFTAC, the DOD organization responsible for the
long-range detection of foreign nuclear explosions, has concluded
on the basis of a very extensive empirical study of all the seismic
events detected in the Soviet Union that our capabilities are con-
siderably greater than they had previously believed. I think it is
now clear that we can monitor externally with a very high degree of
confidence a threshold treaty at Magnitude 4.75 (equivalent to 10 to
50 KT, depending on the medium in which the explosion occurs) and
possibly as low as Magnitude 4.5 (equivalent to 5 to 20 KT).

This threshold will allow the US and the USSR, with their high degree
of sophistication, to continue most of their work on the most important
weapons and nuclear effects tests that are still a matter of interest
but would make it difficult for a new nuclear power to undertake an
initial test and extremely difficult, if not impossible, for a new
nuclear power to contemplate an orderly weapons development pro-
gram without violating or renouncing the agreement. While one

can argue that this arrangement would be discriminatory against
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the non-nuclear powers, I think that an agreement on the part of the
US and the Soviet Union at this point in time would still have a band-

wagon effect of getting practically everyone except the Chinese to
sign up.

n

Attachment:

Copy of Memorandum for the President
dated May 12, 1966, from Adrian Fisher.

cc: BDMoyers - w/cy att
FMBator - w/cy att
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May 12, 1966
>

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Constructive Initiatives Addressed to
Eastern Europe and the Soviet Union.

In NSAM 345 you requested proposals for U.S. initiatives
addressed to Eastern Europe and the Soviet Union. To this
end, Mr. Foster and I would like to submit for your considera-
tion the following suggestions in the field of arms control
and disarmament.

Non-Proliferation Agreement

The subject that has received the greatest attention
during recent negotiations is, of course, a non-proliferation
agreement., Such an agreement is looked upon by many as the
most logical and urgent next step forward in arms control and
disarmament. An initiative on our part to break the present
deadlock on this subject is dependent upon the decisions that
are to be made on NATO nuclear sharing arrangements. If
these decisions do not involve a 'hardware solution', it may
well prove possible to negotiate an agreement with the Soviet
Union without sacrifice to any legitimate interest of any
member of the NATO alliance. The United States should, we
believe, avoid dismissing a non-proliferation agreement with
the oversimplified arguments that since the Soviets do not
intend to proliferate anyway, there is little value in an
agreement with them; and that if other countries wish to go
nuclear, this would be a matter of such supreme national
interest that a treaty would not stand in their way. Without
a non-proliferation agreement it is fair to say that we have

GROUP 1
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no hope of stopping the spread of nuclear weapons on the
basis of unilateral appeals., On the other hand, if we and
the USSR were to agree to a non-proliferation treaty,
probably all of the non-nuclear powers that are in danger
of going nuclear would find it difficult not to adhere to
such a treaty. Thus the issue would not be whether a treaty
would stand in the way of the supreme national interest of
such countries. The issue would rather be whether a US -
Soviet sponsored internmational consensus, finalized in a
treaty, would be a factor to be taken into account in
determining what the supreme national interest of these
countries was. Clearly it would be.

ABM and Missile Launcher Freeze

A second possible initiative would be the suggested
letter from you to Chairman Kosygin proposing an eighteen-
month "truce" in deployment of anti-ballistic missile launchers
and strategic fixed land-based missile launchers. This proposal
was outlined in the memorandum I submitted to you on May 2, 1966.

Threshold Test Ban

Recent significant improvements in seismic identification
capabilities now make it possible for the US to verify through
national means an extension of the Limited Test Ban agreement
to cover all underground tests having a seismic magnitude of
4,75 or higher. Thus we are, with respect to underground tests
of a magnitude of approximately 30 KT or higher, in a situation
very similar to that of 1963 with regard to tests in the atmos-
phere, underwater and outer space. An agreement of this type
would not be a complicated one since no international inspection
machinery would have to be created. Moreover, the mere making
of such a proposal would itself be highly regarded throughout
the world as a constructive step forward.

Attached is a paper which deals with the threshold test
ban proposal in greater detail., We plan to submit the proposal
in the near future to the Committee of Principals but thought
it advisable for you to be aware of this possible initiative in

the context of NSAM 345,
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Threshold Test Ban as An
Early East-West Initiative

An offer to extend the present limited test ban treaty to
cover the larger underground nuclear tests could be a constructive
political and diplomatic initiative addressed to the Soviet
Union as part of the program carried under the penultimate
paragraph of NSAM 345. Such an offer could serve as a public
demonstration that we are concerned with improving our relations
with the Soviet Union. If such an offer were accepted, it would
be a real step forward in turning down the arms race. It would
also be a significant step in the field of non-proliferation of
nuclear weapons, without raising any of the problems presented
to NATO by a formal non-proliferation agreement.

Recent technical developments have made it possible to
verify a treaty banning larger underground tests -- those above
a certain threshold -~ without on-site inspections. These
developments are described in studies of the Air Force Technical
Applications Center.

These studies indicate that there are certain characteristics
in the seismic signals received from underground explosions
that are found in the case of all explosions. There is a false
alarm rate in that the seismic signals which might be received
at presently available stations from some earthquakes, are
similar to those from all explosions. However, in the higher
magnitudes, the false alarm rate becomes very low. In the
case of events producing a seismic magnitude of 4.75 or larger
there will be only 0 to 4 natural events a year in the Soviet
Union which may produce signals similar to that produced by
an explosion.

This means that a potential evader of a treaty banning
underground tests above 4.75 would know that such a test would
come under intensive U. S. scrutiny. The U. S. S. R.,, in
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particular, could be certain that the United States would

bring all its intelligence resources to bear to see whether a
prohibited test had taken place. This search would take place
against the very low background noise of the 0 to 4 natural
events which might produce a similar signal. The U. S, would be
aided by the fact that the 0 to 4 annual earthquakes are located
almost entirely in the Kurile - Kamchatka area, an area whose
geology is such as to give the Soviets very little reason for
conducting a clandestine underground test above 4.75 magnitude.

We are thus in a position to offer a ban on underground
tests above 4.75 -- without on-site inspections. And presently
planned improvements in seismic capabilities may make it
possible to identify even smaller explosions in the future.

Under such a threshold treaty, the United States would
be able to conduct underground testsin the vicinity of 30 KT
without a significant risk of exceeding the threshold. The
figure for the Soviets is probably comparable although they
may not have as suitable geology for '"low coupling' testing
as the United States and they do not have as much experience
in underground testing. For most Nth countries which have
no prior experience in underground testing, the uncertainties
are such that even a 5 - 10 KT test would run a substantial
risk of violating a 4.75 threshold treaty.

A variety of technical studies have been completed, and
some are scheduled for completion in the very near future,
concerning many of the specifics of a threshold test ban. The
basic issue to be decided, however, is whether the advantages
which a threshold treaty would have in embodying a US - USSR
agreement to turn down a major part of the arms race and in
inhibiting the potential nuclear powers from making a decision
to manufacture nuclear weapons outweighs any potential disadvantages
to the United States that might be caused by the slight possibility
of Soviet cheating and the real inhibitions placed on US testing.
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In the judgment of ACDA these advantages do outweigh any
possible disadvantages.

If a treaty were to be agreed to by the U. S. and the
U. S. S, R. most, if not all, of the potential nuclear powers
would adhere to it. They would probably do so as part of a
total program against proliferation, one in which the
principal nuclear powers were accepting a major inhibition.
They would probably not conduct their own first nuclear test =-=-
even a small one -- unless they were prepared to say to their
own people and to the world that they were withdrawing from
the program.

It is, of course, true that a threshold test ban will
not have quite as much of an inhibiting effect on prolifera-
tion as a comprehensive test ban. But a threshold ban
bypasses the vexing problem of on-site inspection. It also
guards against the dangers seen by some in the deterioration
of weapons laboratories and even of weapons stockpiles which
some say might result from a comprehensive test ban. Further-
more, it diminishes the importance of the issue advanced by
some that we need further testing for ABM development and for
assurance against warhead vulnerability.

It represents an offer that we can make now to reduce
East - West tensions substantially by slowing down the arms
race.

It is, of course, more probable than not that the Soviet
Union's reaction would be to link our offer of a threshold
test ban with a moratorium on all tests below the threshold.
That would almost certainly be their initial reaction as it
was in the case of the limited test ban. But the U. S. would
have taken an initiative which, in and of itself, would have
improved the U. S. posture. And the way would be cleared to
a prompt agreement if the U. S. S. R. should see this in its
long~range interest as it did with an earlier limited approach
to the test ban problem in 1963.
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MEASURES TO INCREASE THE COHESION OF NATO AND THE
NORTH ATLANTIC COMMUNITY

This paper responds to that part of NSAM 345 which
directs the development of proposals to increase the
cohesion of NATO and the North Atlantic community,

Introduction

The most dangerous ultimate outcome of the disinte-
grating forces set in motion by French secession from
NATO would be a similar shift of Germany from integration
with the West to political and military unilateralisn,
Measures designed to deal with the French defection should
therefore aim at or be consistent with enhanced: German
integration in NATO and the West; they should prove the
worth of NATO, especially to the Germans, and strengthen
the cooperative relations within and through the organiza~
tion,

While the European Community is mot the subject of
this memorandum, its existence as a vital comstructive
force in Europe and its future prospects are closely re-
lated to the goals of this memorandum =~ particularly the
maintenance of an institutional frameyork within which
Germany can live, The Common Market has withstood
de Gaulle's assaults, In time England will surely become
a part of this Community., In the meantime, while we de~-
fend and strengthen NATO we must also give continuing
U, S. support to the European Community and the cause of
a united Europe, '

I

NATO's Principal Political Function -~
Preparation for Settlement in Central Europe

Since NATO military forces and U, S, nuclear support
have greatly lesssned the threat of military attack,
NATO's cohesion will rest guite as much on its political
basis, In short, ¥ATO is not merely a military structur

to prepare
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to prepare a collective defense against military aggres-
sion, but also a political organization to preserve the
peace of Europe, DMore specifically, as long as the
German problem remains the chief danger point, the basic
political function of the alliance is the collective
management of the German-Soviet relationship in the un-
settled Central European setting that emerged from
World War II, In this function the Federal Republic
should participate as a confederate, and not a ward, of
the other allies, A multilateral system of military
integration in peacetime, embodying the whole of the
German military forces, is a prerequisite for exercising
this function,

Emphasizing, clarifying, and implementing NATO's
political function is central to its cohesion during the
present strains. The first step is to bring home to the
NATO allies the need for an agreed NATO policy regarding
the division of Europe and the division of Germany,
Europe is full of decmands for a political initiative,
for not leaving the field of East-~West relations to
General de Gaulle, for a detente with Eastern Europe,
But there is very little understanding that all this is
meaningless unless action stems from an agreed policy
for healing the division of Europe and Germany on a sound,
equal, and lasting basis,

The object of policy should not be to devise a
settlement, Fifteen years of meetings have proved that
impossible, The object should be common action to improve
the environment which could make discussion of settlement
meaningful and not merely a move in a propaganda war,

This suggests a look at the existing environment,

1) Present Situation in Eastern Europe and
Soviet Union

The last ten years have been a period of change. But
academic experts and governmental officials agree that
the Eastern Eurcpcan countries are still Communist regimes,

wedded
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wedded to their political theology, unwilling to lose
political control, and facing serious economic difficul-
ties, These countries are filled with suspicion not
only of the West but of one another, Thus, while un-~
deniably there has been change, it is significant more
in terms of what previously existed than in comparison
with change in any of the Western nations,

Then there is the special problem of East Germany.,
The GDR has the highest standard of living of any of
the Eastern European states, It is the Soviet Union's
most important trading partner and supplies advanced
industrial exports. The twenty Soviet divisions in
East Germany, and their line of supply across Poland,
are the keystone of Soviet political and military
hegemony over Eastern Europe, 1In a word, the status quo
in East Germany is a vital national interest of the
USSR, An active U, S, and Western European policy
towards Eastern Eurcpe has both limitations and traps,

2) Cautions Regarding Approach

Approach to this complicated problem requires
realistic appreciation within the United States and among
our Allies of the probabilities and tempo of change in
attitude of the East and, more particularly, of the nar-
row limits of change imposed by the facts of the situation,

In Eastern Europe certain individuals and groups are
cautiously trying to loosen dictatorial controls, while
each of the states is attempting with varying degrees
of success to lessen dependence on the Soviet Union,
Western fanfare o the spotlight of public approval turned
on these individuals and groups, rather than helping them,
is more likely to end their efforts, Furthermore, a more
liberal Western policy ought not to be identified too
closely with NATO, The NAT is a military treaty., A more
flexible Western policy will be vulnerable to Soviet
attack and Eastern European suspicion if this policy and
NATO are tied together,

At every
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At every stage in policy making and execution
scrupulous attention must be paid to German interests
and sensitivities, The Germans will be difficult, at
times irrational, and slow to move, They are, after all,
in the difficult position of being under attack by
de Gaulle and feared by their weaker Western neighbors,
To be insensitive to German views, or to override them,
would sacrificea vital Western interest. As we have —
.seen in the past, many of the Western nations (partic-
ularly the Scandinavians and the British) fail to see
the intransigence of the East, look upon the Germans as
the obstacle, and often seek solutions at the expense
of German interests,

Finally, the dangers that detente will become the
current foreign policy fad are considerable, To our
allies it could be, at the beginning, an excuse for even
more inadequate defense contributions, and, ultimately,

a bitter and disillusioning let down, To the Soviet Union
and the Eastern European states it might appear as a more
suave attempt at '"roll back' by dividing and weakening
our opponents, This would be a misfortune since it

would defeat the purpose of the policy and open us to

an effective propaganda charge that the U, S, lags

behind its allies in opening peaceful intercourse across
the division in Europe,

3) Suggestions for Improving the Environment
in Central Europe

Attached at Tab A are a series of suggested steps
that may improve the Central European environment. They
obviously vary in importance and merit, Their importance,
after they have been culled over, may be, first, in the
cumulative effect upon our NATO allies, and especially
upon the Germans, as an earnest of an attempt to work
seriously upon the Central European and German problem,
This may help to offset the disruptive effect in
Germany of the French-attitude following the Moscow
visit, The more long~term effect may be in creating a

better
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better environment for a step~by~step approach to ending
the division of Europe,

I1

An Attack on the Technological Gap

Increased disparity in advanced technology and produc-
tion between the United States and Europe is becoming a
most serious and potentially divisive issue, In a number
of fields (e.g. computers, large aircraft, weapons) the
U, S, is either able to produce advanced items which the -
European countries cannot produce, or to produce more effi~
ciently and thus take most of the market, The result is a
European fear that their lag in the most advanced industries
will lead to an ultimate status of economic backwardness or
satellization, This fear may very well be justified, but
definitive economic studies have not been carried out,

The causes of the problem are deepwseated and compli=~
cated, There is the basic problem of scale; European firms
are of uneconomic size, their markets are restricted, the
complex of national laws, tax rules and security require~
ments inhibits growth, European investment in technical,
scientific and business education, and in research and
development, is comparatively low, European management,
marketing, and labor methods and habits are not competitive,
These are problems the Europeans must solve ~~ they cannot
be cured by any technological package that the Us S, can
assemble and export, Ultimately they probably require a
unified Europe. '

Both to reduce European resentments and to release
Eurcpean capabilities, however, the U, S, should do what
it can to advance European technology and to encourage
those elements in Europe who are trying to deal with the
problem, ‘

The U, S, has made a number of efforts in this
direction, but in this country, too, the problem is
singularly intractable, Its elements are encompassing,

interdependent,
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interdependent, and in many cases conflicting, affecting
military and industrial security, large governmental and
commercial investments, and the responsibilities of many
-government departments and agencies,

Recommendation

The esoteric nature of the subject matter and the
intractable character of some of the problems involved
lead to the conclusion that any progress in this area will
require policy decisions at the highest level, that is by
the President; 1In order to begin the process, the President
will need an investigation by someone familiar with the
field to suggest those areas which may be suitable for
collaboration with dur allies, Such an investigation
might suggest not only the areas but the methods of col-
laboration which might be most successful, i,e., working
through multilateral organizations rather than.bilaterally,
If, after such an investigation, the President determines
that certain areas should be explored in further detail,
or that collaborative efforts should be initiated, the
direction of this work should be centered in the office
of the President, We, therefore, recommend that the
‘President charge his Special Assistant for Science and
Technology, Dr, Hornig, with the preparation of the pre-
liminary studies, Such further work as the President may
wish to have undertaken should also be under Dr, Hornig's
supervision,

111

NATO Military Payments Union

Purpose
The NATO Military Payments Union (NMPU) is designed

to neutralize the impact of military expenditures on the
balance of payments accounts of the participants,



Function

Subject to further study of the technical aspects of
the NMPU proposal, and to negotiation with other NATO
members, the Payments Union might function as follows:

1) A member whose foreign exchange outlays for
military expenditures exceeded its receipts would have an
“NMPU military deficit'", Conversely, a member who realized
a net foreign exchange gain would have an "NMPU military
surplus'',

2) Net surplus countries would deposit in the
Union an amount in their own currencies equal to the value
of their surplus for a given period, Net deficit members
would draw from the Union the amount of their deficit,

3) Thus, surplus countries would receive assets
in the form of obligations of the Union, while deficit
countries would incur obligations to the Union equal to
the sum of their drawings,

4) To make assets desirable, interest would be paid
on NMPU obligations by deficit countries in convertible
currency,

5) Assets would be long-term, without fixed matu-
rity, DMembers might agree that repayment would be effected
when a deficit country achieved a surplus in its overall
balance of payments, The debt to the Union would be set-
tled only to the extent of this overall surplus, Creditors
might encash assets in a corresponding amount,

Effect of the NMMPU

The NMPU would convert foreign exchange losses and
gains to long-term obligations, thus alleviating balance of
payments problems for both the United States and the United
Kingdom,

Bilateral offset arrangements would remain in effect,
But failure to meet offset obligations would be less

significant,
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significant, since the U, S. could draw on the NMPU to
neutralize net military expenditures in member countries,
Because no offset arrangements now exist with the Low
Countries, the NMPU may be particularly important in
neutralizing the deficit incurred in possible relocation
of troops and bases., It might also encourage increased
purchases of military equipment from the U, S., since sur-
plus countries would, in this way, reduce the budgetary
burden of acquiring NMPU assets,

Probléms

The problems of negotiating the NMPU center on the
surplus countries, . principally thz FRG, since they are
asked to forego their foreign exchange gains by accepting
NMPU long-term obligations, This means either a budgetary
cost to the creditor, or additional outlays to procure
military goods from other members, |

The Senior Interdepartmental Group (SIG) has decided
that the NMPU is to our advantage, provided it does not
involve a net additional exchange cost, A more detailed
description of the NMPU is at Tab B, '

Recommendation

FRG acceptance of the NMPU is essential if it is to
be of any value, Conversations should, therefore, be
initiated with the Germans this summer to obtain their
support for negotiating the subject in NATO, The timing
and tactics of presenting the proposal to the FRG are now

- being considered by the SIG. The European IRG has recom~-
mended two alternatives: (1) an approach by Secretary
McNamara at the time of his talks with Chancellor Erhard
and Defense Minister von Hassel in late July, Ambassador
McCGhee might make preparatory approaches before the
McNamara talks; (2) an earlier approach to the FRG by
a special high-level.mission to Bonn, perhaps supported
by a Presidential letter

During the past few days the press has apparent’y
learned of our interest in an N\MPU, This may make more

ur gent
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urgent the need for early talks with the Germans,

The SIG will consider the negotiating tactics and
schedule for the NMPU on June 7, and may reach a decision
at that time, The SIG recommendation will, in that event,
be available for consideration by the President at the
time he is ready to discuss the issues raised in this
memorandum,

v

Presidential Speech in Late Summer

By Labor Day most of the decisions necessitated by
the disruptive action of France will have been taken,
“"Damage Repair" and moving will have begun, Hopefully,
some military payments plan may bring respite from the
continuous friction caused by balance of payments con-
sequences of our military position in Europe, The time
will have come for the inauguration of a new chapter in
the life of NATO, or more accurately, putting new life
into NATO, It will be a critical time, As has been
wisely observed:

"In the absence of violent events, inter-
national organizations do not dissolve, Members
do not meet to declare them defunct, When the
organization ceases to do business valuable to
its members and is not replaced by a more effec-
tive one it becomes a collection of ritualistic
obeisances, It inconveniences them least when
it leads an innocuous life of its own, and most
when it gets in the way of their policies. These
degenerative tendencies are not new to NATO,

They may become dominant if the desire to maintain
NATO cannot be expressed in measures that give
meaning to its business," %

The new

* Mendershausen, Horst, From NATO To Independence:
Reflections on de Gaulle's Secession. The Rand Corpora-
tion, 1966,
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The new life to be put into NATO must come from
“measures that give meaning to its business', We have
tried to suggest some of them in this memorandum, No
one can forecast them with such authority as the
President of the United States,

Even more important, no one but the President of the
United States can express the continuing life force of
NATO -~ the partnership between a uniting Europe and the
United States, The last ringing statement on this sub~
ject was made in 1963 by President Kennedy in Frankfurt,
Since then an attempted death blow has been struck at
the partnership, Nothing could so unite and inspirit
the remaining members of NATO, after the dreary work of
the spring and summer, as a reaffirmation by the President
of continued faith in partnership together with a call
for new measures to give meaning to its business,

The speech should be well prepared for and put in a
setting in which all Europe will listen., It should be
followed by rapid implementation of the measures which
the President may approve, both from the nuclear memoran-
dum and from this one,



ANNEX A

SPECIFIC PROPOSALS FOR IMPROVING THE ENVIRONMENT IN
CENTRAL EUROPE

U. S, Initiatives

The most urgent and important step is for the United
States to. deal effectively and quickly with those aspects
of our own behavior that set us apart and make us the most:
restrictive member of the Western community. A bill of
particulars of possible Executive and Legislative Branch
moves follows:

Presidential Initiatives

1. cCocoM

The COCOM selective embargo has little effect on the
rate of economic growth or military capabilities of the
Soviet Union or other Warsaw Pact nations. Our unwilling-
ness in the past to agree to a selective application and-
downward revision of this list has been a source of irrita-
tion not only in Eastern Europe, but also among other COCOM
countries, We should now propose that the list be re-
examined and substantially revised.

2, U.S. Export controls

U.S. export controls (covering some 2,284 items, of
which 1,072 are either categorically or usually embargoed)
aim at inhibiting defense related industrial capacity as dis-
tinguished from the direct military focus of COCOM controls.
Our export controls are largely ineffective, since U.S. em-
bargoed items not on the COCOM list are generally available
~elsevhere from Free World suppliers. In addition, theé system
itself is cumbersome and time-consuming and adversely
affects our commercial relations with the East because
of the uncertainty that an export license will be granted,

Furthermore,
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Furthermore, our attempt to extend the scope of these
controls through extraterritorial administration, i.e.
through U.S. companies or subsidiaries abroad, is a nagging
irritant in our relations with our Allies. An equally
important irritant is the extraterritorial application of
the Foreign Assets Control Regulations of the Treasury. We
should reduce (at least to the COCOM level) the number of
items under U.S. export controls and renounce extraterri-

torial application of Foreign Assets Control regulations
within the Alliance.

3. Civil Air Agcreement

The U.S.-U.S.S.R. Civil Air Agreement was initialed
in 1961 but was not signed because of the Berlin crisis,
Last April the Russians criticized our delay in ratify-
ing the Consular Convention and in signing the Air Agree-
ment. We should sign the Civil Air Agreement with the
U.S.S.R. as soon as practicable,

4, Travel in the U.S.

In an effort to induce the Soviets to lessen or remove
their severe restrictions on travel by Americans in the
U.S.S.R. we have closed a number of areas in the United States
to Soviet travelers., This effort has not been successful, Ve
recommend that these areas be opened, This will remove the
tarnish to our image abroad that results from adoption of the
very practices we condemn. Sensitive installations in the
U.S. can be protected by retaining the requirement for ad-
vance notification established in 1952, This will enable .s
to deny travel to sensitive areas,

In November 1963, we took the initiative in closing
certain areas to travel by East Europecan official personnel
assigned in the U.S., although comparable restrictions on
U.S. official personnel did not then exist in most of the
Eastern European countries. We should return to the
principle of bilateral reciprocity in applying travel re-
strictions to East European official personnel and should
seck the mutual reduction or elimination of present restric-
tions which were established at our initiative in 1963,

5. Soviet Housing
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5. Soviet Housing in the U.S.

We have been unable to assist the Soviet Embassy in
obtaining satisfactory property for a new Embassy in
Washington. This has been an irritant in our relations,
and has been used by the Soviet Union as an excuse for
not meeting our own acute housing needs in Moscow. We
should redouble our efforts to assist the Soviet Embassy

in this matter, making clear that we will expect reciprocal
treatment,

6. Port Facilities

We apply special port security procedures to ships
from the U.S.S.R. and other Eastern European countries
which are more severe than those applied to other European
nations. If we take action -- consistent with our
national security -- to ease these restrictions, it may
open the way for regular visits to the United States by
U.S.S.R. cruise ships,

7. "Rumanian Power Reactor

In mid-1964 we agreed in principle with the Rumanians
to sell them a nuclear power reactor. They are prepared to
accept IAEA safeguards. Ve completed necessary consulta-
tions with COCOM a year ago, and various Senators and
Representatives have been consulted. We should now authorize
the Rumanians to deal directly with American suppliers.,

8. Diplomatic Representation at Sofia

We are the only major NATO country that does not have
a representative at the Ambassadorial level in Sofia. To
enhance the position of our representative would be con-
sidered a positive initiative and cost us nothing,

9. Local Counterpart Funds in Poland

_ The Poles will face a major problem in 1967 when théy
must repurchase for dollars approximately $40 million worth

of‘U,S. holdings
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of U.S. holdings of local currency generated by the sale
of surplus agricultural commodities., The Poles are not
inclined to cooperate in proposals for the use of local
currency so long as we continue our current practice of
drawing from the far end of the repayment schedule (30
or 40 years from now). A change in this practice might
‘induce Polish agreement to embark on projects of mutual
advantage. They might, for example, be willing to help

support the East-West Foundation or University discussed
below.

10. U.S. Export Credit Guarantees

At present we grant export credit guarantees only to
Yugoslavia and Rumania, A Presidential determination to
afford similar treatment to Czechoslovakia, Poland,
Hungary and Bulgaria would be a stimulus to U.S.-Eastern
European trade and would remove what these countries look
upon as a discriminatory practice.

Legislative Initiatives

1. East-West Trade PBill

The discrimination against Communist exports is
probably one of the most inhibiting political and economic
obstacles to an improvement in U.S. relations with Eastern
Europe., The East-West Trade Bill is designed to remedy this
discrimination and to bring our trade practices more in line
with those of Western Europe. The Administration should
begin now to prepare the ground for consideration of this
measure by the Congress after the 1966 elections,

2, Consular Convention

Our Consular Convention with the Soviet Union, signed
on June 1, 1965, was reported out by the Foreign Relations
Committee in August of 1965. The Senate has not yet acted,
and is not expected to act on the legislation this year.
Once again, a Presidential request, at an appropriate time,

1 1

for Conmgressional action might breek the deadlock.

Multilateral
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Multilateral Initiatives: Economic

1. OECD

We should propose in the OECD Council that the
Organization study the possibilities for developing a
policy aimed at reducing East-West tensions. Out of
this might come an OECD proposal to invite Eastern
European countries to establish some form of associa-
tion with various QOECD Committees. The initiative
rests on the assumption that in a number of areas --
road research, protection of the environment (air, sea
and water pollution), urban development, innovation in
the institutions and structure of education, manpower
and social affairs, fisheries and agriculture -- several
of the Eastern European states might be interested in
association with the OECD in one or more of these fields.
A further virtue would be that the Organization is
flexible and might be the framework within which addi-
tional contacts and more extensive arrangements in other
fields could be established, It would also provide a
neutral place for direct contacts between Western and
Eastern officials.

2. An East-West Foundation or University

An East-Vest Foundation or University might be
established in one of the Eastern European countries or
Austria., The purpose would be to provide Vestern instruc-
tion in subjects of acute practical importance to the
Eastern Europeans, e.g. agriculture, business administra-
tion and modern management techniques, Counterpart funds
in Poland and Yugoslavia might be used for this purpose,
though legislative barriers are formidable, Ve may well
encounter resistance from the Poles and possibly the
Yugoslavs. It might be feasible, however, to encourage
the Ford Foundation, along with one or two of the major
German foundations, to offer the capital necessary to
institute such a project. Government support from the U.S.
and other Western countries could then be used to help

defray operating
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defray operating costs. The past success of the Ford
Foundation in Eastern Europe indicates that private
sponsorship would be mére likely to succeed, in any event,
than a government initiative.

3. International Cooperation in Desalting

The U.S.-U.S.S.R. agreement of November 1964 provides
the basis for wide scientific and technical cooperation in
desalinization, including the use of atomic energy. We
might propose a UN conference, perhaps under IAEA sponsor-
ship, of government .officials responsible for research and
development in this field. Such a conference would be of
interest to the technology exporting countries of Western
Europe as well as to water short countries such ‘as Israel,
the Arab states, India, Greece, Spain, Chile, Argentina and
Mexico. The U.S.S.R. and the Eastern European countries
would have little basis to refuse such an invitation and
would have strong incentives to participate,

Multilateral Initiatives: Political

1. Exchange of Military Observers

We should pursue the Soviet proposal of last October
for an exchange of military observers, preferably on a
bilateral basis, since the FRG fears that a NATO-Warsaw
Pact exchange would lead to GDR involvement., It might be
possible to overcome the FRG objection to a NATO-Warsaw
Pact exchange 1if there was a firm understanding that East
Germany would be excluded,

2, The German Role in Disarmament Consultation

The. FRG should be invited to be represented in
multilateral disarmament consultations. This could be
either in connection with the Five Power strategy sessions
generally held here in Washington before resumption of the
ENDC, or in connection with the Four Power sessions held

in Geneva.
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in Geneva, This would also resolve the present
anachronistic practice whereby the French participate in
the Western consultations in Washington while the Germans
do not.

3. German Initiative Toward the East

It is highly desirable that the Germans themselves
initiate moves which will bridge the gap now existing be-
tween Moscow and Eastern Europe on the one hand and the
FRG on the other. Gently, subtly and through every channel,
official and unofficial, we should encourage the FRG to
remove the obstacles ‘to progress in better relations. It
should be relatively simple to get the Germans to make a
completely unqualified, categorical renunciation of the
Munich Agreement which would be helpful in improving rela-
tions with Czechoslevakia, It should next be possible to
get the Germans to bend the Hallstein Doctrine sufficiently
to establish diplomatic relations with Rumania, Czechoslo-
vakia, and Hungary, to be followed by the other Eastern
European states later. Ve should encourage the Germans to
talk with the GDR, if not on a government level, at least
on the order of the proposed SPD-SED talks upcoming in July.

The Oder-Neisse Line is a harder nut to crack. Nearly
all Vest Germans are loath to surrender this legal and
political argument, unless and until progress toward German
reunification is visible. ‘

Until Germany moves in these areas, hostilities and
fears in Eastern Europe will persist, the FRG will be subject
to attack and manipulation by the Soviet Union and the East,
and these issues will divide the Western Allies,

4, The Exchanze of Visits

~An important policy that could be accepted by all NATO
countries -- and one in which we could take the initiative --

would be to
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would be to encourage both official and unofficial
exchanges of visits.

Visits by Soviet and American officials outside the
framework of the Exchanges Agreement have been proposed
and considered in the past. It might be possible to in-
vite Soviet officials who rank just below Brezhnev and
Kosygin to make unofficial visits. Visits by ranking
military officers might also be considered. We doubt
that invitations at these levels will be accepted at
present, but we should indicate informally our willing-
ness to move when the Soviets feel the time appropriate.

" We should also consider encouraging local U.S.
officials and private organizations to invite Soviet
officials who are important in Party and Government ranks,
yet who are not at the top levels. Such visits would
expose influential Soviet individuals to the United States;
and, if carefully and slowly introduced, might not be as
vulnerable as visits by top leaders to chills in the over-
all atmosphere of our relations with the U.S.S.R.
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April 23, 1966

SUBJECT: A Proposal for a NATO Military Paywments Union (NMPU)

The Proposal

The NMPU would be designed to neutralize the effects of military
expenditures on the balance of payments accounts of participating couatries.
It would give operational meaning to the concept that major alliance members
should derive neither balance of payments advantages nor disadvantages from
expenditures for the common defense. At present, balance of payments effects
of defense expenditures are largely determired by geography - e.g., expcenses
of U,S, and U.K, forces in Europe - more or less offset by bilateral procure-
ment arrangements,

I. Structure

The precise features of an NMPU would need to be negotiated with other
NATO members. But the essential elemeats of an NMPU might be as follows:

(1) There would be an agreed definition of military expenditures for
NMPU purposes. Military procurement, including that covered by present
offsct arrangements, would be inciuded in the definition.

(2) A member of the Union whose foreign exchange outlays for military
expenditures in other member countries exceeded its own foreign exchange
receipts from the military expenditures by other wembers in a given period
would have an "NMPU military deficit"., Conversely, a member who made nct
forecign exchange gains in military transactions with other members would
have an "NMPU military. surplus",

(3) To neutralize the balance of paynmcnts effects of this pattern of
spending, net surplus countrics would deéposit in the Union an amount of
their own currencics cqual to the value of their surplus in o glven poeciad,
and net deficit countrics would draw from the Union the amount of their
deficit, Decposits and withdrawals could be made wonthly on the basis of
projections, with periodic (say quarterly or semi-annual) adjustments.

(4) 1n return for their deposits in the Union, surplus countries would
receive asscts in the formn ol obligations of the Union, and deficit countries
would incur obligations to the Union in the amounts of their drawings.
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(5) Interest would be paid on the NMPU obligations by ihie deficit
countrics in convertible currency to make them more desivable assees for
the surplus countrics to hold,

(6) The NMPU obligations could be long-term asscts without a lixed
walurity, Countries in 3 persistent surplus position in the Union would
continue to purchase and hold these obligations, while countries in a per-

sistent debtor position would continue to draw on the Union and increase
their debt. It might be agreed that when a member in debt to the Union
achieved a surplus in its overall balance of payments, it would then settle
its debt with the Union but only to the extent of its overall surplus,
Creditor countries in the Payments Union would be able to encash their
assets in a corresponding amount,

(7) Dcbts owed to the Union after the termination of NATO would be
settled over an agreed period of time,

(8) Adherence to the NMPU would, in principle, be voluntary. France
would presumably choose not to become a member of the Union, and we would

probably mnot want Grecce, Turkey, and Iceland - which are special cases -
to become members.

The attached appendix illustrates the way the MMPU would operate.

11, Effcct of NMPU on U,S, Bilateral Offsct Agreements

Bilateral offset arrangemcents could continue in force after the establish-
ment of the NMPU. New offset arrangements could be negotiated, but they would
not be as significant as formerly for U.S, shert - and medium - term balance
of payments reasons becausc the U,S. could offset any nct milicary expen-
ditures in member countcies by drawing on the NMPU:; However, the likelihocd
is that countries with which we now have ofiset arrangements would continue
to purchase in the U,S. not only because we have a comparative advantage in
modern military equipment but also because such purchasces would reduce the
fnvestment that surplus councries would necd to make in NMPU obligacions.
Surplus countries, like Cermany, would have a budgetary incentive to procure
military supplies (rom NMPU members rather than domestically or {rom non-
members because such procurement would reduce their net creditor position
and therewith the budgetary burden of acquiring NMPU assets. Surplus countries
with which we do not have offscc purchase arvangements, like the Low Countreics,
would help to neutralize our Jdeficit by their financial centributions to the
NMPU.. This would be parcticularly imporcant if troops and bascs were redepioyed
from France to the Low Countries whose military cxchange receipts would, in
that event, substantially cxceed their military exzpenditures in other member
countries.
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An N4PU would, at the winimen, be as cffective in the short and mediun
terw in neatralizing the balance of paywents effects of our ailitary spending
an bitateratl offscets alone, and without the frictions these pgeacrate,  The
military outlays of the Defense Department would be balanced not only by
military sales but also by drawings on the NMPU, Such drawings would be
considered as part of the Defense Department's contribution to balance in
our external accounts.

III. The U,S, Debt to the NMPU

The U.S. would be in debt to the NMPU to the extent that U.S, military
sales to members [ell short of U,S, military expenditures in member countriecs.
It would pay interest on the debt so long as the NMPU held these claims.

Over time, our position in the Union might alter, either becausc our
military outlays abruvad were reduced or military spending by other members
here increased, and we might move from a debtor to a creditor position,
However, the U.S, would almost-‘certainly continue for some time to be a
debtor to the Union. Various arrangements would be possible for settlement
of the debt. Thus, it might be agreed that debts to the NMPU would have no
fixed maturity but wouid be settled when, and to the extent that, debtors
come into overall balance of payments surplus, Then, the U.S, would not
have to repay the debt until, and only to the extent that, it was in overall
balance of payments surplus. As indicated above, alternative arrangenents
are possible, including making the obligations of fixed maturlty,

We should not regard indebredness to the MMPU and the corollary
obligation to pay intcrest as an abnormal arrangement. 1t is entirely
consistent with current U,.S, policy to encourage foveign private investors
to acquire cquity claims in U,S. industry, and foreign governments to hold
interest-bearing dollar claims and other debt instruhents. At a time when
our econoay is at full empioyment and bottienecks are appearing in defensc
industries, it may ecven be preferable to balance our accounts by the import
of capital rather than the export of military goods.

Put another way, our balance of payments probicin Ls a tiquidity probicm,
not a problem of long-temm debt., On long-term international account, woe are
far and away a substantizl nct creditor, and our crecditor position is growiag
steadily stronger. What we wish to avoid for balance of pavaments or liquidity
reasons is the further accunuiacion of dollars by foreign governments that can
be presented to the U,S, for gold. We can, of course, atteapt to avoid chis
by offsetting our miiitary cxpenditures with milicary sales; we can equally
well aveid tiiis by ensuring thac dollars acquired as a consequence of U.S,

. .
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militnky spending arce "sterilized” for a leng period so that they cannot be
presented to us currently for gold or cmbarrass foreign goveruments by
adding to their already substantial liquid dollar reserves.  The conversion
of these dollars [rom liquid balances into long-term obligations meets the
itiquidity problem., The charge on our balance of payments would be a modest
annual interest charge with repayment of the principal postponed until the
U.S. balance of payments was in overall surplus and then only to the extent
of the surplus; or, alternatively, a somewhat larger but still relatively
modest interest and amortization charge. Tne increasc in U,S, long-term
debt would have no other repercussions on our liquidity position or on
confidence by others or by ourselves in the integrity of the dollar. Our
long-term creditor position would continue to be solid. At the end of 1964,
U.S, assets and investments abroad totaled $99 billion whereas total foreign
asscts and investments in the U.S, amounted to $57 billion.

IV, Financial Effect of NMPU on Other NATO Countries

Initially, Germany, the Benelux countries, and possibly Ttaly would be
in surplus. The UK. would be in deficit.

In the long term, the NMPU could encourage military procurcment in the
U.S. to the point of pushing the U,S, into a surplus pusition, which would
mean that the ‘U.S., by lending to the NMPU, would itselfl be financinag thesce
purchases through appropriated [unds. Given the magnictude of the current
U.S, deflicit on military account, this would appear to be quite unlikely,
although the Union should stimulate allied purchases on military account..

However, if this situation should occur, it would not necessarily be
disadvantageous to the U,S, First of all, the achievementc of an \MPU
surplus would mean that an improvement of some $500 million a year in the
U.S. payments position would alrcady have taken place. Secondly, depending
on the countries primarily involved in large-scale military procurement from the
U.S., it might well be in the U.S. national interest to lend on "soft" terms
if this lending secmed likely to contribute to a strengthening of the econemy
of the recipieut country and a consequent reduction in relaced U,S, commit-
ments, This would be particularly true in the case of the U.K., where support
of sterling is in the U,S. national interest. Finally, the dircct c£fect on
our balance of payments would continue to be neutral., That is, our loag-tern
tending (capital outflow) would be balanced by our increascd military exports,

V. Advantages of the NMPy

[f the NMPU proposal could be successfully ncgotiated, it would be in
the U.S, interest because:
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I. It would substantially free NATO security policy forinulation from
balance of payments constraints,

2, It would relieve the U,S, of current gold and exchange losses arising
from NATO military expenditures and of some of the indirect burden of supporting
sterling.

3. It would multilateralize an important financial aspect of NATO relatious,
thereby reducing the political tensions associated with existing bilateral off-
set arrangements and strengthening the unified posture we and the thirteen have
adopted toward France,.

4. 1t would eliminate the economic uncertainties inherent in biennial
offsct negotiations with Germany.

5. It would provide full financial offsct coverage for all our defensc

expenditurces in the territory of participating countries including the costs
of relocation. ’

6. 1t would provide an incentive to procure thc best available military
goods from the most advantagcous source in the alliance. Given the U,S
comparative advantage in military equipment, procurement in the U.S, mi
rise.

7. It would relieve the UK. of the balance of payments strains causcd
by its military expendituves in the NATO area and recduce pressures to cut
force commitments in Germany.

VI, Ncegotiating and Other Possible Diificultices

It would be difficult to negotiate the NMPU because:

l. Surplus countriés would have additional costs. Ia the case of .
Germany, these costs would be additional foreign exchange outlays to procure
military goods from other members rather than domestically, or additicnal
budgetary costs to purchase NPy assets. 1iIn the case oFf the Low Countries,
thé costs would be a budgetary burden, to thce extent they find themsclves
unable to reduce their surpluses tavough military procurcment. Redeploymoent
might inflate their NMPU surplus position dy as much as; let us say, $100
million per ycar in each country. For Belgium, such a figure would represcat
some 3 percenc of current anaval budgetary expenditures and, for the Nether-
lands, about 2.5 percent. W#e wouid be asking them, in effect, to sterilize
their foreign exchange gains by equivalenc budgetary outlays. ‘

—EONTIINTIAL
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2. 1In present circumstances, the NMPU proposal might be viewed by
continental Europeans as an Anglo-Saxon device designed to have Europe
finance U,S, and UK, deficits, thereby relieving the U.S. ané UK, of
taking the measures necessary to restore balance to their accounts,

3. There would be a number of technical problems to be resolved in
the negotiating process, for example: the definition of military ex-
penditures and overall balance of payments positions, accounting techniques
and other ground rules,

In the process of nogotiating the NMPU we might encourage the Germans
to delay even further the fulfillment of their present offset comaitments
and jecopardize the negotiation of new bilateral undertakings,

VII. ronclusion

The question is not whether a successfully negotiated NMPU would be in
our interest., Clearly, it would. Relief from current and growing strains
on our balancc of payments should reduce the need for new balance of payments
measures harmful to U,S, foreign policy objectives. The accumulation of U,S.
long-term debt to the WMPU should not be a matter of concern, given our
strong and growing creditor position. And the short- and medium-term gain
should outweigh any possibility that the NMPU would have the opposite effect
of stimulating excessive allied procurement in the U,S.

Rather, the matter for decision is whether we should now attemnt to
negotiate the XMPU. Would sroposal of a scheme which recuires increased
paynents to the U.S, and Britain by non-French continentals help or hinder
the restructuring of NATO at this juncture in alliance politics?

» The risks of raising the proposal now are two-fold. We could, in the
negotiating process, jeopardize the Cerman ofiset. And we could reinforce
reluctance in the Benelux countries to accepting redeployment of NATO's
command and support apparatus on their territory. We would, in effect, be
asking them not only to accept the presence of NATU forces but also to
“"invest" their resulting foreign exchange gains,

If we do not put the NMPU forward now, we will enter the negotiatioas
for NATO restructuring in a position of great financial uncertainty, Not
only is the German offset encountering increasing difiiculties, but the
financing of relocation is entirely unclear. And a range of constructive
actions in NATO - proposals for new incegrated forces as well as for joint
procurement, increased trade in weapons, and co-development and co-production
schemes - would be more difficult to pull off in the absence of a mechanisa
for handling the financial uncertaianties inherent ia then.
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In short, what wo need to assess is whether the political "appeal of
multilateralism - and realization that failure to make an additional
financial effort would make U.S. force withdrawals more likely - would
bring European Foreign Ministers to override hesitant Ministers of Finance.

We can only make this judgment after discreet consﬁltatioh with our
allies. In order to minimize the risk both to relocation discussions with

the Benelux and to the German offset, our first approach should be confined
to Bonn. :

Recommendation

That the proposal outlined above be presented to thce German Government
and its comments requested; the British Covernment should be informed of
this action and that we will be consulting them further about it,

s tad &
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Appendix

flow the NMPU Would Work:

Suppose NATO consisted of four countries with the following
yearly pattern of military expenditures:

United States: Expenditures Receipts
. ($ millions)
Germany 7150 700
Italy 200 50
U.K. 150 150
Balancing Item
(Military Deficit) 200
TOTAL 1100 1100
p———— ===

yUnited Kingdom:

u.s. 150 150
Germany 200 100
Italy 30 30
Balancing Item ’
(Military Deficit) 100
TOTAL 380 380
Italy:
Germany 100 50
U.S. 50 200
U.K. _ 30 30
Balancing Item
(Military Surplus) 100 -
TOTAL 280 280
- ——— E———J
‘Germany:
u.s. 700 750
Italy 50 100
U.K. 100 200
Balancing Item
(Military Surplus) 200 .
TOTAL 1050 1050

O A &
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In the above example, the U.S. -has a NATO military deficit of $200
million and the U.K. has a NATO military deficit of $100 million.
Germany and Italy, on the other hand, have NATO military surpluses of
$200 and $100 million respectively.

Under these circumstances the U.S. and the U,K, would be entitled
to draw $200 and $100 million respectively from the Union, and Germany
and Italy would be obliged to provide the Union with $200 and $100
million respectively. This would neutralize the dircet balance of pay-
ments impact of NATO defensc spending on these countrlese.

In return for providing their currencies to the NMPU, Italy and
Germany would obtain corresponding assets in the f{grw of obligations of
the Union, The U.,S. and the U.K. would incur obligations to the NMPU
in the amounts of their drawings. Thus, after theo first ycar the balance
sheet of the NMPU would appear as follows (in $§ miliions):

MMPU Assets NMPU Liapitities

Owed by U.S.  $200 Owed to Gevmany  $200
Owed by U.X. $100 Owed to Italy’ $100
Total Assets $300 Total Liabilities $300

If NATO spending patterns changed and countries formerly in surplus
ran a NATO military deficit; NMPU obligations conld %2 used to finance
the deficit., Simiiarily, countries in deficit but sew in surplus would
repay their debt to the NMPU by providing it with grefr currency.

To illustrate, let us suppose that in ycar 2 gk positions of the
four NATO countrics mentionced above were exactly yewrsed:  the U.S, and
the U.K, bhad NATO military surpluses of $200 awt §is0 million, respectively,
and Germany and Italy had NATO military deficits of corresponding amounts,
In this casc the U.S. and the U.K. would provide ghelr currency to the
MMPU, and in return, their indebtedness to the Unier would be cancelled.
Germany and Italy could draw $200 and $100 millisg Ifxowm the Union and in
return would surrender their assets acquired in wear la. Therefore, at
the end of year 2 ail outstanding assets ané lianjl:iifes arising from the
drawings would cancel out, and the NMPU balance ghe:s wWould be completely
clear,

A general idea of how the NMPU would have waren in 1963 may be
obtained from the following rough estimates {in § miilions):

- YA RY (%]
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NATO Military Surplus NATO Military Deficit
Belgium 30 Greece 5
Canada 250 Italy - 60
Denmark 20 Netherlands 5
France 200 U.K. 260
Germany 270% U.S. 520
Iceland 10
Norway 30
Portugal 5
Turkey _35 -

850 850

|
|

* Includes German expenditures under offset arrangements,

The five countries in NATO military deficit would have becn able
to draw amdunts from the Union corresponding to their deficits, and the
nine countries in surplus would have been obliged to provide thcir
currencies to the Union in amounts corresponding to their surpluses.,
The U.S., for example, would have been able to draw $520 million from
the Union, and its overall balance of payments position would have been
improved by this amount,

The MMPU could operate even if one or several members of NATO
elected not to participate. For example, suppose France did not choose
to participate in the NMPU., In order to visualize the impact on the
NMPU, let us suppose further that in 1963 France®s NATO military surplus
arose solely from military spending in France of $100 million edch by
the U.S. and the U.K. 1In this event the total 1963 NATO military surplus
and deficit would amount only to $650 miilion, and the U.K. and the U.S.
would be entitled to draw oaly $160 and $420 million respectively from
the Union.

It is reasonable to assume that France would not participate in the
NMPU, It might also be desirable to encourage nom-participation by Crecce
and Turkey because of theirrelatively weak economies. Such changes in the
number of participents would not vitiate the NMPU mechanism as described
above, The figures would change, however, and if spending patterns
remained the same, the absence of France would obviousiy reduce the
direct balance of payments benefits to be derived from the NMPU by the
United States.

If France, Greece anc¢ Turkey were climinated from the above 1963
NMPU estimaces, the NATO military surplus and deficit positions of the
remaining countries for that year might appear as follows (in § millions):
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NATO Militarv Surplus NATO Militarv Deficit
Belgium 70 Italy 40
Canada 285 Netherlands 5
Denmark 20 United Xingdoa 285
Germany 235 United States 375
Iceland 10
Norway 30
Portugal __ii -

o
v
w
o
wn
W

i3

1f, as a result of a shift in the deployment of NATO forces from
France to the low countries, the $200 million French surplus for 1963
should be reflected in larger surplus positions of Belgium and the
Netherlands, a larger NATO military deficit for the United States would
appear likely,
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Thursday, June 9, 1966
SECGRET
MEMORANDUM FOR THE PRESIDENT

SUBJECT: Attached State-Defense Memo on Mecasures to Increase Cohesion
of NATO (2nd Part of Response to NSAM 345)

Attached is a good mernorandum ~- signed by George Ball and Cy Vance on
behalf of their principals -- on constructive steps for holding the Alliance together
and giving it a forward look. Specifically: )

Part T (pages 1-4 -- written by Mr. Acheson) suggests a general approach to
NATO anu European policy. You will wish to read it in its entirety. The central
p ints are:

1. NATO's job is to provide for (i) effective military defense and
deterrence; (ii) collective management of the Germzn-Soviet
relationship (and, specifically, a multilateral frame for the
German military).

2. To succeed in the above, we must work for a consensus among the
Allies on policy with respect to the centrzal probiem: of Europe: the
division of Gerinany and of Europe.

3. Such a policy should not now involve an atternpt to blueprint a
scttlement -- the Russians are not yetl ready to reirench. Rather
it should a2im at improving the East-7est environment, so as to
permit meaningful discussion of a settlement in the future,

4. Action to improve the environment should not be identified too
closely with NATO as such. ‘ '

v

5. Ir all matters of East-West policy, scrupulous atéention should
be paid to German concerns and interests, '

6. We should vive strong support to the Turopean Economic Community,
g g supp P Yy
and to “the cause of a United Europe.”

Bator comment: The interesting question traised by the above is whether we can
maintain a consensus that "environment improvement' is all that is possible for
the time being. At the moment we are doing pretily well in this respect -~ the

'—Sm
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response to the Danish proposal for an East-West conference indicates that few of
our Allies have illusions that the Russians are ready to pull out of Eastern
Europe. However, over time we will have to deal with proposals for a settlement
involving neutralization, military thin-out, etc. Further, I suspect that neither
this line of policy, nor any other, will keep NATO at center stage. Deterrence --
NATO's natural business -~ is still necessary, but it is inevitably a less engrossing
preoccupation than in the early 50's. I would argue that as long as we manage to
keep our collective allied defense in order, and keep the Germans built-in, some
reduction in the importance of NATO as such in Westerh policy over the next
several years is not something we should fcar if we actively nurture relations among
the key Allies and keep on working on the East-West front. But this is a contro-
versial view. ‘

¥ ok %

Part II (pages 5 and 6) deal with the European concern that they are on the
short end of a growing technological gap vis-a-vis the United States. Many
important Europeans worry about this (although some of their reasoning is foolish).
The solution lies principally with them -- faster economic integration leading to
larger markets, more money for rescarch and development, etc. However, there
may be some institutional arrangements through which we could help {e.g. a NATO
computer center). The memo recommends that Don Hornig be charged with a
preliminary study of the problem, and Don has alrcady made some suggestions(at
Tab ).

We recomamend a committee chaired by Hornig, with membership from uudc'et
CE4A, DOD, State and Commerce.

Worlk out appropriate instructions for Hornig plus committee

Speak to me

Part III (pages 6-9) recormmends that we propose to the Europcans a NATO
Military Paymeoents Union to supplement "offzet, and put it on a multilaterzal basis.
The scheme would be designed to sce that no member of the Alliance suifers a
balance of payments drain due to its contribution to the common defense. This is
a first-rate idea, though it will be hard to negotiate. There has been some resis-
tance from Defenge and Treasury, but both Walt and I are convinced that something
like this can be made to work and is worth a gcod try. A technical committee is
now working out the details, and will be reporting to the SIG in two weeks., We will
probably be asking for a Presidential letter to Chancellor Erhard as a first step.

-SECRET-
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Annex A (Tab A, pages 1-8) contains a long list of bridge-building proposals

for “"improving the environment in Central Europe." Three of these appear ready
for you to announce right now, I would propose that you malke them the action
proposals in your Rose Garden statement to the Austrians on Enropean and Tast-
West policy (schednled for next Wednesdaythe-15th). I will do a separate memo

on these which you will have tomorrow. If you approve, we will build them into the
draft speech. They involve:

1.

An East-West institute (perhaps located in Austria) which would

bring together managers, administrators, economists, city planners,
engincers -- professionals and studeunts -- to study and consult

and teach each other. The institute would focus on the practical
problems of managing and applying modern techniques to the running

of enterprises (small and large, public and private) on city planning,

the design of urban transport systems, edvcation, etc. It could be
financed by privatc as well as public money (and some money from the
East). In your Austrian statement next week you might simply

announce that you have asked a leading citizen, perhaps McGeorge Bundy,

to be your reoresentative to explore the poscibility of setting up such

an institute. (Mac would be a natural, since the Ford Foundation

might help with the organization and foot part of the bill., Xingman
8 g p g

Brewster of Yale would be an alternative. We'll provide you with
a list,)

A Presidential determination that Ex-Im Bank commercial credit
guarantees should be available on exporis to Czéchoslovakia,

Poland, Hungary and Bulgaria. You have already so determined with
respect to Yugoslavia and Rumania. This would bei‘relatively painless
but very useful bridge-building move which would even makeus some
balance of payments money. (You will recall John Gronouski urging
this in connection with cossible aircraft szles to Czechoslovakia.)

A third item in the action end of the Austrian statement might involve
2 suggestion that the CEZCD Council explore possibilities for further
practical cooperation between East and Vest on problems of transport,
education, power, etc. You might even hint that the OECD consider
inviting some Eastern European countries to explore some forms of
association with various OECD working committees.
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WASHINGTON
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Mr. President:

Attached is Francis Bator's excellent
covering memorandum to the equally excellent
State-Defense paper in response to the second
part of NSAM 345,

1. Iam sending forward, separately,
some observations on Francis' comment at
the bottom of page 1 and the top of page 2.

2. The Rose Garden statement to the
Austrians on the 15th is an excellent moment for
some concrete bridge-building proposals, as
Francis suggests. It comes before De Gaulle's
Moscow trip. Ido urge, however, that you
personally run down the full list of proposals
in Annex A and guide us as to which you believe
would be politically easiest for you to take so
that the staff work done in the wake of this
paper can be geared to your own sense of
priorities.

[})%ostow
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Anmnex A (Tab A, pages 1-8) contains a long list of bridge-building proposals

for "improving the environment in Central Europe.' Three of these appear ready
for you to announce right now. I wo 1 propose that you make tt n the action
proposals in your Rnea (fardan etatamant to the Austrians on European and East-

West nolicy (sched ay,the 18th). I will do a separate memo
vu wese which you If you approve, we will build them into the

draft speech. They involve:

1.

An East-West institute (perhaps located in Austria) which would

bring together managers, administrators, economists, city planners,
engineers -- professionals and students -- to study and consult

and teach each other. The institute would focus on the practical
problems of managing and applying modern techniques to the running
of enterprises (small and large, public and private) on city planning,
the design of urban transport:systems, education, etc. It could be
financed by private as well as public money (and some money from the
East). In your Austrian statement next week you might simply
announce that you have asked a leading citizen, perhaps McGeorge Bundy,
to be your representative to explore the possibility of setting up such
an institute. (Mac would be a natural, since the Ford Foundation

might help with the organization and foot part of the bill. Kingman

Brewster of Yale would be an alternative. We'll provide you with
a list,)

A Presidential determination that Ex-Im Bank commercial credit
guarantees should be available on exports to Czechoslovakia,

Poland, Hungary and Bulgaria. You have already =so determined with
respect to Yugoslavia and Rumania. This would b ‘elatively painless
but very useful bridge-building move which would even make ws: some
balance of payments money. (You will recall John Gronouski urging
this in connection with possible aircraft sales to Czechoslovakia.)

A third item in the action end of the Austrian statement might involve
a suggestion that the OECD Council explore possibilities for further
practical cooperation between East and West on problems of transport,
education, power, etc. You might even hint that the OECD consider
inviting some Eastern European countries to explore some forms of
association with various OECD working committees.

—SECRET—
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The rest of Annex A (Tab A), contains a list of other suggestions. Some
will involve Presidential initiatives; others just changes in internal U.S. Govern-
ment procedures; and some international negotiations. Most will need further
staff work before they are ready for your decision. T -vould recommend that vou
I e to 2l the appropriate danncmtraants 4n An wnia v~~¥ and we will come
back to you tor later decisions.

Do staff work

Speak to me

Francis . Bator

Attachments
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MEMORANDUM FOR THE PRESIDENT
SUBJECT: Measures to Increase Cohesion of NATO, Final
Response to NSAM 345
The measures covered in this memorandum are:

I. NATO's Principal Political Function,
Preparation for Settlement in Central Europe

II. An Attack on the Technological Gap
III. A NATO Military Payments Union
IV. A Possible Presidential Speech

Respectfully submitted,

N e

e VO—W‘A«
yrhis R. Vance GeorggW. Ball

.57












At evervy stage in policv making and execution

14U WDE LIISElISiLiveE LU uveliiall VLCW&, UL LU uvverLrL.iluc LLICI.I.I.,
would sacrificea vital Western interest., As we have —
seen in the past, many of the Western nations (partic-
ularly the Scandinavians and the British) fail to see
the intransigence of the East, look upon the Ger ans as
the obstacle, and often seek solutions at the expense
of German interests,

alLlics 1L Cuulu ve, aL Llle vegldllllllly, 4dil excuse Lo evell
more inadequate defense contributions, and, ultimately,

a bitter and disillusioning let down, To the Soviet Union
and the Eastern European states it might appear as a more
suave attempt at ''roll back" by dividing and weakening

our opponents, This would be a misfortune since it

would defeat the purpose of the policy and open us to

an effective propaganda charge that the U, S, lags

behind its allies in opening peaceful intercourse across
the division in Europe,

3) Suggestions for Improving the Enviromment
in Central Europe

y
OoDV1OUusSly vary 1n 1mportance ana merirt, ineir l1mportance,

after they have been culled over, may be, first, in the
cumulative effect upon our NATO allies, and especially
upon the Germans, as an earnest of an attempt to work
seriously upon the Central European and German problem,
This may help to offset the disruptive effect in
Germany of the French-attitude following the Moscow
visit, The more long~term effect may be in creating a

better
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interdependent, and in many cases conflicting, affecting
military and industrial security, large governmental and
commercial investments, and the responsibilities of many
government departments and agencies,

Recommendation

The esoteric nature of the subject matter and the
intractable character of some of the problems involved

collaboration with our allies. Such an investigation -
might suggest not only the areas but the methods of col=~
laboration which might be most successful, i.e., working
through multilateral organizations rather than bilaterally,
If, after such an investigation, the President determines
that certain areas should be explored in further detail,

or that collaborative efforts should be initiated, the
direction of this work should be centered in the office

IS

wish TO have undertaken snould also be under Ur, Hornig's
supervision,

ITI

NATO Military Payments Union

Purpose

Function



Function

Subject to further study of the technical aspects of
the NMPU proposal, and to negotiation with other NATO
members, the Payments Union might function as follows:

1) A member whose foreign exchange outlays for
military expenditures exceeded its receipts would have an
"NMPU military deficit', Conversely, a member who realized
a net foreign exchange gain would have an "NMPU military
surplus'',

2) Net surplus countries would deposit in t™~
Union an amount in their own currencies equal to the value
of their surplus for a given period, Net deficit members
would draw from the Union the amount of their deficit,

3) Thus, surplus countries would receive assets
in the form of obligations of the Union, while deficit
countries would incur obligations to the Union equal to
the sum of their drawings,

4) To make assets desirable, interest would be paid
on NMPU obligations by deficit countries in convertible
currency,

5) Assets would be long-term, without fixed matu-
rity. Members might agree that repayment would be effected
when a deficit country achieved a surplus in its overall
balance of payments, The debt to the Union would be set-
tled only to the extent of this overall surplus. Creditors
might encash assets in a corresponding &mount,

Effect of the NMPU







The SIG will consider the negotiating tactics and
schedule for the NMPU on and may reach a decision
at that time. The SIG rciuumueunuvation Will, in that event,
be available for consideration by the President at the
time he is ready to discuss the issues raised in this
memorandum,

v

Pracidential Spe~~h i» Tgt- “er

by
the «
"Dama5= nepaLrr QLU LUV LLE WLLLl LAaVC JVTxrUllp LLUPCJ.UJ..I.Y’
some military payments plan may bring respite from the
continuous friction caused by balance of payments con=-
sequences of our military position in Europe, The time
will have come for the inauguration of a new chapter in
the life of NATO, or more accurately, putting new life
into NATO, It will be a critical time, As has been
wisely observed:

"In the absence of violent events, inter=
national organizations do not dissolve, Members
do not meet to declare them defunct, When the
organization ceases to do business valuable to
its o nbers and is not replaced by a more effec-
tive one it becomes a collection of ritualistic
obeisances, It inconveniences them least when
it leads an innocuous life of its own, and most
when it gets in the way of their policies. These
degenerative tendencies are not new to NATO,

They may become dominant if the desire to maintain
NATO cannot be expressed in measures that give
meaning to its business,' *

The new

* Mendershausen, Horst, From NATO To Independence:

Reflections on de Gaulle's Secession. The Rand Corpora-
tion, 1966,
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Furthermore, our attempt to extend the scope of these
controls through extraterritorial administration, i.e,
through U.S. companies or subsidiaries abroad, is a nagging
irritant in our relations with our Allies. An equally
important irritant is the extraterritorial annlication of

3.

The U,S.-U.S.S.R. Civil Air Agreement was initialed
in 1961 but was not signed because of the Berlin crisis.
Last April the Russians criticized our delay in ratify-
ing the Consular Convention and in signing the Air Agree-

4, Travel in the U,S.

In an effort to induce the Soviets to lessen or remove
their severe restrictions on travel by Americans in the

recommend that these areas be opened., This will remove the
tarnish to our image abroad that results from adoption of the

to deny travel to sensitive areas.

In November 1963, we took the initiative in closing
certain areas to travel by East European official personnel
assigned in the U.S., although comparable restrictions on
U.S. official personnel did not then exist in most of the
]

] re-
STrictions CO kasT kuropean orricial personnei ana snould
seek the mutual reduction or elimination of present restric-

tions which were established at our initiative in 1963,

5. Snviet Housing
—SEEREF—
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69 'S

We apply special port security procedures to ships
from the U.S.S.R. and other Eastern European countries
which are more severe than those applied to other European

7o
In mid-1964 we agreed in principle with the Rumanians
to sell them a nuclear power reactor. They are prepared to

accept IAEA safeguards. We completed necessary consulta-
tions with COCOM a year ago, and various Senators and

8,

We are the only major NATO country that does not have

9, Local Counterpart Funds in Poland

The Poles will face a major problem in 1967 when they
must repurchase for dollars approximately $40 million worth

of U.S. holdings
SECRET—
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of U.S. holdings of local currency generated by the sale
of surplus agricultural commodities. The Poles are not
inclined to cooperate in proposals for the use of local
currency so long as we continue our current practice of
drawing from the far end of the repayment schedule (30

10,

At present we grant export credit guarantees onlv to

Legislative Initiatives

1.

The discrimination against Communist exports is
probably one of the most inhibiting political and economic
obstacles to an improvement in U.S. relations with Eastern
Europe. The East-West Trade Bill is designed to remedy this
discrimination and to bring our trade practices more in line

2,

Our Consular Convention with the Soviet Union, signed
on June 1, 1965, was reported out by the Foreign Relations
Committee in August of 1965, The Senate has not yet acted,
and is not expected to act on the legislation this year.,

Multilateral
—SECRE..
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3. .

The U.S.-U.S.S.R. agreement of November 1964 provides
the basis for wide scientific and technical cooperation in
desalinization, including the use of atomic energy.

perhaps under IAEA sponsor-

snip, Or government orricialis responsible for research and
development in this field. Such a conference would be of
interest to the technology exporting countries of Western
Europe as well as to water short countries such as Israel,
the Arab states. India. Greece. Spain. Chile. Argentina and

would have strong incentives to participate.

Multilateral Initiatives: Political

ract exchange would lead TO GUR 1nvolvement. LTt might be
possible to overcome the FRG objection to a NATO-Warsaw
Pact exchange if there was a firm understanding that East
Germany would be excluded.

2,

e
elther 1n connectlion wWlth the Flve rower strategy sessions
generally held here in Washington before resumption of the
ENDC, or in connection with the Four Power sessions held

in Geneva.

“SuudE.






fficials
have been proposed
and considered in the past., It might be possible to in-

S,

expose 1nrluentlial Sovliet 1ndividuals TtO the unitea States;
and, if carefully and slowly introduced, might not be as
vulnerable as visits by top leaders to chills in the over-
all atmosphere of our relations with the U.S.S.R.












ng

considered as part of the Defense Department's contribution to balance in
our external accounts.

III. T ' ’ I -]

The U.S, would be in debt to the NMPU to the extent that U.S, military
sales to members fell short of U,S., military expenditures in member countries.
It would pay interest on the debt so long as the NMPU held these claims.

Over time, our position in the Union might alter, either because our
military outlays abroad were reduced or military spending by other members
here increased, and we might move from a debtor to a creditor position,
However, the U,S, would almost certainly continue for some time to be a
debtor to the Union. Various arrangements would be possible for settlement
‘of the debt. Thus, it might be agreed that debts to the NMPU would have no
fixed maturity but would be settled when, and to the extent that, debtors
. come into overall balance of payments surplus. Then, the U.S, would not
have to repay the debt until, and only to the extent that, it was in overall
balance of payments surplus. As indicated above, alternative arrangements
are possible, including making the obligations of fixed maturity.

We should not regard indebtedness to the NMPU and the corollary
obligation to pay interest as an abnormal arrangement. It is entirely
consistent with current U,S$. policy to encourage foreign private investors
to acquire cquity claims in U,S, industry, and foreign governments to hold
interest-bearing dollar claims and other debt instruments. At a time when
our economy is at full employment and bottlenecks are appearing in defense
industries, it may even be preferable to balance our accounts by the import
of capital rather than the export of military goods.

Put another way, our balance of payments problem is a liquidity problem,
not a problem of long-term debt, On long-term international account, we are
far and away a substantial net creditor, and our creditor position is growing
steadily stronger. What we wish to avoid for balance of payments or liquidity
reasons is the further accumulation of dollars by foreign governments that can
be presented to the U.S, for gold. We can, of course, attempt to avoid this
by offsetting our military expenditures with military sales; we can equally
well avoid this by ensuring that dollars acquired as a consequence of U,S,



military spending are "sterilized" for a long period so that they cannot be
presented to us currently for gold or embarrass [orceign governments by
adding to their already substantial liquid dollar reserves. The conversion
of these dollars from liquid balances into long-term obligations meets the
iiquidity problem, The charge on our balance of payments would be a modest
annual interest charge with repayment of the principal postponed until the
U.S. balance of payments was in overall surplus and then only to the extent
of the surplus; or, alternatively, a somewhat larger but still relatively
modest interest and amortization charge, The increase in U,S., long-term
debt would have no other repercussions on our liquidity position or on
confidence by others or by ourselves in the integrity of the dollar. Our
long-term creditor position would continue to be solid. At the end of 1964,
U.S. assets and investments abroad totaled $99 billion whereas total foreign
assets and investments in the U.,S. amounted to $57 billion.

IV, Financial Effect ¢” ™7 o Teme o

Initially, Germany, the Benelux countries, and possibly Italy would be
in surplus. The U,K, would be in deficit.

In the long term, the NMPU could encourage military procurement in the
U.S. to the point of pushing the U.S. into a surplus position, which would
mean that the U.S., by lending to the NMPU, would itself be financing these
purchases through appropriated funds., Given the magnitude of the current
U.S., deficit on military account, this would appear to be quite unlikely,
although the Union should stimulate allied purchases on military account,

However, if this situation should occur, it would not necessarily be
disadvantageous to the U,S. First of all, the achievement of an NMPU
surplus would mean that an improvement of some $500 million a year in the
U.S. payments position would already have taken place. Secondly, depending v
on the countries primarily involved in large-scale military procurement from the
U.S., it might well be in the U,$. national interest to lend on "soft" terms
if this lending seemed likely to contribute to a strengthening of the economy
of the recipient country and a consequent reduction in rec¢lated U,S. commit-
ments, This would be particularly true in the case of the U.K,, where support
of sterling is in the U,S. national interest. Finally, the direct cffect on
our balance of payments would continue to bc mneutral. That is, our long-term
lending (capital outflow) would be balanced by our increased military exports.

V. Advantages of the NMPU
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2. In present circumstances, the NMPU proposal might be viewed by
continental luropeans as an Anglo-Saxon device designed to have Europe
fi  1ce U,.S. and U.K. deficits, thereby relieving the U.,S. and U,K, of
taking the measures necessary to restore balance to their accounts.

3. There would be a number of technical problems to be resolved in
the negotiating process, for example: the definition of military ex-
penditures and overall balance of payments positions, accounting techniques
and other ground rules.

In the process of negotiating the NMPU we might encourage the Germans
to delay even further the fulfillment of their present offset commitments
and jeopardize the negotiation of new bilateral undertakings.

VII. Conclusion

The question is not whether a successfully negotiated NMPU would be in
our interest. Clearly, it would. Relief from current and growing strains
on our balancc of payments should reduce the need for new balance of payments
measures harmful to U.S, foreign policy objectives. The accumulation of U,S.
long-term debt to the NMPU should not be a matter of concern, given our
strong and growing creditor position. And the short- and medium-term gain
should outweigh any possibility that the NMPU would have the opposite effect
of stimulating excessive allied procurement in the U.S, ‘

"invest" their resulting foreign exchange gains,

I1{ we do not put the NMPU forward now, we will enter the negotiations
for NATO restructuring in a position of great financial uncertainty. Not
only is the German offset encountering increasing difficulties, but the
financing of relocation is entirely unclear. And a range of constructive
actions in NATO - proposals for new integrated forces as well as for joint
procurement, increased trade in weapons, and co-development and co-production
schemes - would be more difficult to pull off in the absence of a mechanism
for handling the financial uncertainties inherent in them.



In short, what we need to assess is whether the political appeal of
multilateralism - and realization that failure to make an additiomnal
financial effort would make U,S. force withdrawals more likely - would
bring European Foreign Ministers to override hesitant Ministers of Finance,.

We can only # ~ this judgment after discreet consultation with our
dllies. In order to minimize the risk both to relocation discussi with

the Benelux and to the German offset, our first approach should be confined
to Bonn.



Appendix

How the NMPU Would Work:

Suppose NATO consisted of four countries with the following
yearly pattern of military expenditures:

United States: Expenditures Receipts
($ millioms)
Germany 750 700
Italy 200 50
U.K. 150 150
Balancing Item
(Military Deficit) 200
TOTAL 1100 1100

United Kingdom:

u.s. ’ 150 150
Germany 200 100
Italy 30 30
Balancing Item 7
(Military Deficit) 100
TOTAL 380 380
Italy:
Germany 100 50
U.S., 50 200
U.K. 30 30
Balancing Item
(Military Surplus) 100
TOTAL 280 280
Germany:
u.S. 700 750
Italy 50 100
U.K. ’ 100 200
Balancing Item
(Military Surplus) 200
TOTAL 1050 1050



GONPIDENTIAL ™ 2

In the above example, the U.S. has a NATO military deficit of $200
million and the U.K. has a NATO military deficit of $100 million.
Germany and Italy, on the other hand, have NATO military surpluses of
$200 and $100 million respectively,

Under these circumstances the U.S. and the U.K. would be entitled
to draw $200 and $100 million respectively from the Union, and Germany
and Italy would be obliged to provide the Union with $200 and $100
million respectively. This would neutralize the direct balance of pay-
ments impact of NATO defense spending on these countries,

In return for providing their currencies to the NMPU, Italy and
Germany would obtain corresponding assets in the form of obligations of
the Union. The U.S. and the U.K. would incur obligations to the NMPU
in the amounts of their drawings. Thus, after the first year the balance
sheet of the NMPU would appear as follows (in $ millions):

NMPU Assets NMPU Liabilities
Owed by U.S. $200 Owed to Germany $200
Owed by U.K. $100 : Owed to Italy $100
Total Assets $300 Total Liabilities $300

—_— g

.If NATO spending patterns changed and countries formerly in surplus
ran a NATO military deficit; NMPU obligations could be used to finance
the deficit, Similarily, countries in deficit but now in surplus would
repay their debt to the NMPU by providing it with their currency.

To illustratc, let us suppose that in year 2 the positions of the
four NATO countrics mentioncd above were exactly reversed: the U.S. and
the U.K, had NATO military surpluses of $200 and $100 million, respcctively,
and Germany and Italy had NATO military deficits of corresponding amounts,
In this case the U.S. and the U.K. would provide their currency to the
NMPU, and in return, their indebtedness to the Union would be cancelled.
Germany and Italy could draw $200 and $100 million from the Union and in
return would surrender their assets acquired in year 1., Therefore, at
the end of year 2 all outstanding assets and liabilities arising from the
drawings would cancel out, and the NMPU balance sheet would be completely
clear,

A general idea of how the NMPU would have worked in 1963 may be
obtained from the following rough estimates (in $ millions):



NATO Military Surplus NATO Military Deficit
Belgium 30 Greece 5
Canada 250 Italy 60
Denmark 20 Netherlands 5
France 200 U.K, 260
Germany 270% U.S. 520
Iceland 10
Norway 30
Portugal 5
Turkey 35

[o2]
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* Includes German expenditures under offset arrangements.

The five countries in NATO military deficit would have been able
to draw amounts from the Union corresponding to their deficits, and the
nine countries in surplus would have been obliged to provide thcir
currencies to the Union in amounts corresponding to their surpluses.
The U.S., for example, would have been able to draw $520 million from
the Union, and its overall balance of payments position would have been
improved by this amount.

The NMPU could operate even if one or several members of NATO
elected not to participate., For example, suppose France did not choose
to participate in the NMPU. In order to visualize the impact on the
NMPU, let us suppose further that in 1963 France®s NATO military surplus
arose solely from military spending in France of $100 million each by
the U,S. and the U.K. 1In fthis event the total 1963 NATO military surplus
and deficit would amount only to $650 million, and the U.K. and the U.S.
would be entitled to draw only $160 and $420 million respectively from
the Union.

It is reasonable to assume that France would not participate in the
NMPU, It might also be desirable to encourage non=-participation by Greecce
and Turkey because of their relatively weak economies, Such changes in the
number of participants would not vitiate the NMPU mechanism as described
above, The figures would change, however, and if spending patterns
remained the same, the absence of France would obviously reduce the
direct balance of payments benefits to be derived from the NMPU by the
United States,

If France, Greece and Turkey were eliminated from the above 1963
NMPU estimates, the NATO military surplus and deficit positions of the
remaining countries for that year might appear as follows (in $ millions):




NATO Military Surplus NATO Military Deficit
Belgium 70 Italy 40
Canada 285 Netherlands 5
Denmark 20 United Kingdom 285
Germany 235 United States 375
Iceland 10
Norway 30
Portugal

;] ]
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If, as a result of a shift in the deployment of NATO forces from
France to the low countries, the $200 million French surplus for 1963
should be reflected in larger surplus positions of Belgium and the
Netherlands, a larger NATO military deficit for the United States would
appear likely,

4
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Tuesday, June 7, 1966
7:30 PM

MEMORANDUM FOR

THE PRESIDENT

Subject: Measures to Attack the "Technological Gap" between
the United States and Europe

At Walt Rostow's suggestion, I am reporting for your information

a number of measures that I believe could be helpful in attacking the
""technological gap' between the United States and Europe. Dean
Acheson discussed this problem with me last week in connection

with his study for NSAM 345. We agreed that the basic problem of
the “technological gap'' relates to such fundamental issues as the

size of European markets, European management procedures, and
policies toward capital investment in industry, research and develop-
ment and education, and that these problems could not be cured by
any package of technological proposals that we might offer.

At the same time, I do believe that there are specific proposals
that would point the Europeans in the right direction toward solving
these problems, would have a unifying effect on Europe, and would
help remove the widespread impression in Europe that the United
States was trying to perpetuate the "technological gap."

I have given some preliminary thought to the following specific pro-
posals on which we could move relatively quickly:

1. NATO Computer Center. Europe is considerably
behind this country in the use of modern computers which are
fundamental to advanced technology, business management, economic
planning, etc. Although these computers are on the open market,
the required investment is too great for the smaller European

S& T Control No. 950.
Excluded from automatic down- This doc. consists of =L pgs.
grading and declassification. Cy / of 9 cys, Series A.
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countries and most industrial concerns. We could therefore pro-

pose that a very advanced computation center, using both US and
European hardware, be established and operated by/NATO. This
center, which could be remotely connected with other facilities by
existing telephone lines, could serve NATO governmental and indus-
trial enterprises directly in solving military, commercial, and re-
search problems. We would offer our assistance in organizing the
operation and in introducing Europeans to the full range of possibilities
involving the best modern computer equipment.

2. Technological Information Service. The Europeans
are very concerned that they do not have access to the advanced
technology emerging from our advanced military and space projects.
We have tried to make such information available to domestic con-
cerns through such programs as the NASA Technology Utilization
Program and the State Technical Service Program of the Department
of Commerce. To help overcome this problem in Europe, we could
propose a NATO technological information service that would perform
similar services there. The participating governments would pool
the relevant technological information available to them in this
organization.

These are examples of the kind of proposals that we could
make in this area. On the basis of my preliminary look, I think that
it will be possible to put together a reasonably good package that
would ease the political tensions resulting from the "technological
gap' problem even though it would not solve it.

—
/\ .
Donald F. Hornig

cc: WWRostow
FMBator
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WASHINGTON
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NATIONAL SECURITY ACTION MEMORANDUM NO. 345

MEMORANDUM FOR: The Secretary of State
The Secretary of Defense

SUBJECT: Nuclear Planning j

The President wishes to have developed recommendations for
enlarging the participation in and understanding of nuclear planning by
both the political and military authorities of our major NATO allies.

Two alternative approaches should be considered: one which
assumes the creation of a "NATO Nuclear Force' and one which does
not, ’

Among the possibilities examined should be the creation of a :
permanent body of restricted membership within NATO with functions ;
including both intensified consultation and the direction of U.S. and
U.K. nuclear weapons and delivery vehicles assigned to NATO and/or
collectively owned. The proposals should cover the full range of
activities involved in planning for the operation of existing forces and
the development of future forces: intelligence, deployment, targeting,
considerations affecting use at times of crisis, research, development,
production and budgeting, etc.

The primary operational focus of these arrangements should
‘be the defense of NATO territory. '

For purposes of this exercise, it should be assumed that any

'"NATO Nuclear Force' Plan which later may be agreed upon will not
include:

e —— e -

a. Mixed-manning of submarines;

b. A surface fleet capable of delivering nuclear weapons. f
The following matters should be addressed, in addition to ,
functions:




1. participation or membership;

2. location;
3. financing;

4, probable U.K., German, French, other NATO,
and Soviet reactions;

5. appropriate U.S, negotiating strategy and
procedures for its execution,

The President also wishes to have developed other forward-
looking proposals that would increase the cohesion of NATO and the
North Atlantic community. These should embrace two kinds of
measures:

a. Military and non-military programs affecting
primarily the affairs of the Free World;

b. Constructive political, diplomatic, and economic
initiatives addressed to Eastern Europe and the Soviet
Union,

The President wishes to have these proposals ready for review
by Thursday, May 12, :

W W Rl

W. W. Rostow

i

l

! - Dispatched 4/22/66 - Rcpts. Nos, 114-115
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NATIONAL SECURITY ACTION MEMORANDUM NO, _

MEMORANDUM FOR: Secretary of State
Secretary of Defense

;’?The President wishes to have developed recommendations for

enlarging the participation in and understanding of nuclear planhing by

both the political and military authorities of our major NATO allies.

Two alternative approaches should be considered: one which
assumes the creation of a "NATO Nuclear Force' and one which does
not.?mong the possibilities examined should be the creation of a
permanent body of restricted membership wit.hin NATO with functions
including both intensified consultation and the direction of U,S. and
U.K nuclear weapons and delivery vehicles assigned to NATO and/or
collectively owned. The proposals should cover the full range of activities
involved in planning for the operation of existing forces and the develop-
ment of future forces: intelligence, deployment, targeting, considerations
affecting use at times of crisis, research, development, production and

budgeting, etc.

—_—
The primary operational focus of thesemarrangements

should be the defense of NATO territory.
For purp'oses of this exercise, it should be assumed that any '"NATO

Nuclear Force' Plan which later may be agreed upon will not include: -

submarines;
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6. . a surface fleet capable of delivering nuclear weapons.
'fhe following matters should be addressed, in additiﬁn to functions:
(i) participation or membership;
(ii) location;
(iii) financing;
(iv) probable U.K., German, French, other NATO, and
Soviet reactions;
(v) appropriate U.S. negotiating strategy and procedures

for its execution. .

»oview—-this—preopesatby

The President wishes to

,&1 T hucnstun, Moy ALY

. W.. W. Rostow
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9w The President Awishes to have developed paowmapély other forward-

looking proposals that would increase the cohesion of NATO and the North
Atlantic community, These should embrace two kinds of mea?.sures:
a, Military and nox;-militar).' programs affecting primarily
the affairs of the Free World;

b, Constructive political; diplomatic, and economic initiatives

addressed to Eastern Europe and the Soviet Union,

o
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SEERET
DRAFT NSAM -- April 18, 1966 ( &
TO: Secretary of State ' , f

Secretary of Defense :

T —— 4
The President wishes to have promptly developed conerete recom-

mendafions for enlarging the pa.ifticipation in and understanding of nuclear
planning by the political as well as military authérities of our major NATO
allies. Among the possibilities examined should be the creation of a
permanent body of restficted membership within NATO with functiéns
including both intensified consultation and the possibility of executive control
over U.S. and U. K. nuclear weapons and delivery vehicles assigned to
NATO and/or collectively owned. The I;roposals should cover the full

range of activities involved in managing existing forces and programming
future forces: intelligence, depmy;'nent; targeting, operations at times of
crisis, research/and developnient, ﬁwc\&&% «a\ Q‘“}\\»\‘NB -

28 NPpy ol
"} The primary concexrn-of these consultative arrangements should be the

nuclear defense of NATO territory.

.

For purposes of this exercise, the following should be excluded from

the arrang_ement:

. & \f
\a. a European clause; | —— ,s?&&

—p—
e

b. mixed-mahning of submarines;
c. a surface fleet capable of delivering nuclear weapons.
The following matters should be addressed, in addition to functions:
’ ’ (

(i) participation or membership;

(ii) location;

—SECRET—
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(iii) financing;
(iv) probable U. K., G’efman, “Fi'vench, other NATO, and Soviet
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4.

May 18, 1966

Page 7 of our

memorandum (attached) has our suggestions for what they may be worth,

5.

\ﬂ/af%/ R.




1. In our public position you want to minimize any suggestion of a
direct Washington/Paris confrontation.

2. If public exposition of our differences is required, it should be in
terms of an integrated military alliance versus bilateralism or fragmentation
of the West,

3. You do not wish the U, S, to be in a position of begging anything of
the French,

4. We should proceed with the Allies to plan the prompt movement of
people and equipment out of France.

5. On French troops in Germany, you wish us to be exactly as sturdy
as Erhard, but we should not push him into positions that are costly in terms
of his domestic politics unless he is pressured by his Gaullists into positions
which would endanger the security of our troops, or the integrity of NATO
command .arrangements.

6. With respect to Allied overflights and French access to Allied
communications and intelligence, we should indicate our hope that both can
be maintained; but our planning should be based on the possibility that we
shall have to operate without overflights; we should make clear to the French
that we regard these two as an inextricable package.

7. With respect to the NATO oil pipeline, we should plan for a capability
sufficient to help defend Western Europe without reliance on the French, while
seeing what we can negotiate after de Gaulle's return from Moscow,

8. Without public acknowledgment, our plans and actions should convey
that we are moving to maintain an effective collective defense without France,
while trying to make fair and even-handed arrangements to keep France in
a close working relationship with the Alliance.

Our willingness to do without the French -- and our actions which indicate
our preparedness to do without them -- constitute our best negotiating cards,
given de Gaulle's sensitivity to ''isolation''; but in fact as well as in posture
there is enough ambiguity in de Gaulle's commitment so that it would be
imprudent to be dependent on France, during his time, in a period of crisis
or conflict.



April 18, 1966 ~ 11:00 a. m.

MEMORANDUM FOR THE PRESIDENT

We should have for you a draft NSAM to guide
the proposal in paragraph 3a for tomorrow's {Tuesday)
lunch; that is, the proposal for organized nuclear

consultation.

W. W. Rostow



o3 Sunday, Aprill7, 1966 11:15 a.m.

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Atlantic Policy

On the basis of State Department papers you have been considering
the issue of French troops in Germany and the framework for our
response to Wilson on the nuclear question.

You have also had available Francis Bator's observations.

At the moment, I can, perhaps, be most helpful by setting down a
few fundamental ideas which I believe are relevant to these matters in
particular and the Atlantic crisis in general.

1. The maintenance of an integrated NATO capable of continuing
to deter Moscow is fundamental. Given Soviet missile and conventional
capabilities, it is truly a mortal issue. Here I believe Mr. Acheson -
is wholly correct. "It is not a question of clinging to outmoded ideas of
the late 1940°'s: it is a question of whether we and the Europeans have
learned the lesson of two world wars and the whole sweep of modern
history. '

2. In order to maintain the political base for this deterrent -- under
French attack -- the U.K. and Germany must be brought closer together.
This is the way to look at the nuclear issue. We need to sit down with the
U.K. -and Germany and quietly guide them to a well-balanced package.
The first requireme nt is tripartite talk; but we should not deceive our-
selves that anything will emerge unless we push them tactfully towards a
package, including, in particular, the nuclear issue and the defense of
the pound.

3. On the nuclear issue I have no pet formula. I am clear, however,
on two things:

a. at the moment the Germans do not have the political and
psychological base to foreclose a hardware option once and for all,
without a major concession from Moscow in the direction of German
unity;

—SECRET—
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b. we ought to put our best thought and imagination into
designing a lively nuclear consultation club, hardware or no
hardware. The design and negotiation of this consultation club
are first priority business on which the whole town agrees.

4. We ought to do nothing that need not be done to make Franco-
German relations worse than de Gaulle has made them. We ought to
understand with sympathy the German desire to keep as much going as
possible between France and Germany. But we also ought to be clear
about two other matters, to the Germans as well as among ourselves:

a. Itis Paris, not Washington, that is pressing on the
Germans a choice between France and the U, S, ;

b. Franco-German friendship can only thrive in larger clubs --
like the European Common Market and NATO, It will not work on a
bilateral basis, except student exchanges, etc.

5. We ought to accompany the NATO reorganization with as many
forward-looking measures in the Atlantic as possible. The case for
keeping NATO is widely understood. But there is also a correct feeling
that we need:

a, More partnership in the Atlantic on issues like money, aid,
space, modern technology, Great Society issues, political consulta-—
tion, etc,;

w b. More East-West bridge-building by Atlantic nations: trade,
cultural contacts, etc. :

We should not become o0 overwhelmed with the difficult details of
moving NATO, negotiating with the French, facing the issue of French
troops in Germany, that we fail to give the whole enterprise a new
forward look. Planning is under way; but, unless you insist on its being
given a priority equal to other matters, it may be pushed aside as window-
dressing. It is more than that. It may determine how positively European
parliaments and public opinion react to the new NATO package as a whole.
Indeed, the same may be true in the U, S,

6. I shall, of course, be prepared to comment on specific points

and issues as they come forward for your decision. At this time, I
thought these broad observations might be helpful. '

—SEGRET—
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7. My only operational propogal is this: that you budget for a
small, carefully prepared meeting on the nuclear question shortly aftexr
your return to Washington. The town needs your guidance. I believe
I can lay it out for discussion in an orderly way.

W. W. Rostow

WWRostow:rln



—SECRET April 18, 1966 i
Monday, 4:45 p.m.

Mr. President

Herewith a draft NSAM that all hands
agree is necessary to get on with our work
on the nuclear isaue; that is, Secretary
McNamara, Mr. Ball, Francis Bator and
myself. Secretary Rusk was not involved
in the NSAM because he was leaving.
But he believes staff work along these lines
should proceed. Only cne point is disagreed -~
the European clause®. I shall explain to
you the nature of the disagreement.

W. W. Rostow

cc: Bill Moyers

73
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NATIONAL SECURITY ACTION MEMORANDUM NO,

MEMORANDUM FOR: Secretary of State
Secretary of Defense

The Pres‘tdex’zt’ wishes to have developed recommendations foy
enlarging the participation in and understanding of nuclesr planning by
both the polﬁtlcal and military authorities of our major NATO allies.

Two alternative approaches should be considered: one which
aspumes the creation of a "NATO Nuclear Force" and one which does
not. Among the possibilities examined should be the creation of a
permanent body of restricted membership within NATO with functions
including both intenslfied consultation and the direction of U.8. and
U.K nuclear weapons and delivery vehicles assigned to NATO and/or
collectively owned. The proposals should cover the full range of activities
involved in planning for the operation of existing forces and the develop-
ment of future forces: {ntelligence, deployment, targeting, considerations
affecting use at times of crisis, research, development, production and
budgeting, etc.

The primary operational focus of these consultative arrangements
should be the defense of NATO territory.

For purposes of this exercise, it should be assumed that any "NATO
Nuclear Force' Plan which later may be agreed upon will not include:

%a, European clause;

b. 'x_nixed-ma:ﬁ:iqg of submarines;

Wl k. i, . Sy



sEeRET— -2-

c. a surface fleet capable of delivering nuclear weapons.
The following matters should be addressed, in addition to functions:

{i) participation or membership;

{ii) location;

{1if) financing;

{iv) probable U.K., German, French, other NATQ, and
Soviet reactions;

{v) appropriate U.S. negotiating strategy and procedures
for its execution.

The President wishes to review this proposal by

¥W. W. Rostow
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TO: Secretary of State
Secretary of Defense

The President wishes to have - developec recom-
mendations for enlarging the participation in and understanding of nuclear
planning by the political as well as military authorities of our major NATO
allies. Among the possibilities examined should be the creation of a
permanent body of restricted membership within NATO with functions
including both intensified consultation and the possibility of executive control
over U.S. and U. K. nuclear weapons and delivery vehicles assigned to
NATO and/or collectively owned. The proposals should cover the full
range of activities involved in managing existing forces and programming
future forces: intelligence, depldyment, targeting, operations at times of
crisis, researc en

e prima: ese consultative arrangements should be the
nuclear defense of NATO territo

For purposes of this exercgise, the following should be excluded from
the arrangement:

a European claus

b. mixed-manning of submarines;

c. a surface fleet capable of delivering nuclear weapons.

The following matters should be addressed, in addition to functions:

(i) participation or membership;

(ii) location;

~SEGRET
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(iii) financing;
(iv) probable U.K., German, French, other NATO, and Soviet
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4. Cabriolet (Plowshare shot). Secretary Rusk and Seaborg wish a
meeting with you after Secretary Rusk's return (Friday). They have
concluded that the issues involved in a postponement are sufficiently

political -- one way or another -- to require your decision.
Decision on meeting recuired.

5. lack mission. _.ztisr i¢ 3lack requires signzture.

6., Leaiin Americe.

o

Zo vouwish ©0 see Bunker and

a)

(<3

N

B
L,

»

]

')

(p

acticas to your Mepz#tan trin., Briefin

c; Mexicazn trin follow-uz., 2Bzl

&
R

Chilean copper. Drieliing.

e, Zcuador, Guatemszia. Quiet. Briefing

7. Rtodesia.  U.X. gropes towards an unceriain negctiating track in wake
of U.N. resclution. U.S. will suppori. Briefing.
. Zadcunesians move slowly towards rejoining U. N, ;

g orivate enterprise; looking for foreign &ss!
Ln&ing conirontation. 50,000 tons rice under PL-4

- <

v
sizned April 17. Communist-sympathizing Ambassadors purged.

—— - ..\'Jflng'-

9. OCxcari Teployment (A-12 aircraft), Admiral Raborn will raise with
you whnether these new reconnaissance aircraft should now be deployed
to Okinawa to increase our reconnaissance capacity. Raborn says yes.
Delense and State say: not now. Briefing., Decision required on meeting.

10. u'r:er. e Lo we- . "’W\."W.
bt o ’,M.ﬁ- /3
—_ OATF A W.W. Rostow
SECRET

PRESERVAT!CM COPY -


http:SEC.B.ET

.,17__

~—SECRET T* iraday, April 21, 1966, 9:30 a.m.

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Attached Draft NSAM

Before our meeting today on the foreign policy agenda, I should
like to explain to you why I propose a National Security Action Memo-
ra ~"am covering staff work on the nuclear issue and on forward
looking proposals that would increase the cohesion of NATO in the
North Atlantic Community (drafts attached).

l. Secretary McNamara, Secretary Rusk, George Ball,
Mr. Acheson, Francis Bator and I all agree that we must concentrate
urgently on the design of arrangements for nuclear consultation. This
is an item on which there is general agreement in the town. Because
of the endless hardware debate, work on improved nuclear consultation
and how to conduct it has not crystallized and been brought before you
for examination.

2. Youa will recall that this is an element on which we, the
Germans, and the British all agree. One purpose of this NSAM is to
make sure that what we all agree about in the U.S5. Government is
staffed out and made as effective an item in our policy as can be done.
We can then cautiously feel cur way on the hardware issue.

3. Secretary McNamara, George Ball, Mr. Acheson, Francis
Bator and 1 all agree that the NSAM would set the framework for con-
structive work which would unite not divide the town. Secretary McNamara
believes there is no other way to get the town moving except by the NSAM.

4. Within the NSAM there is only one point of disagreement:
Secretary McNamara believes a European clause should be explicitly
excluded from cnnsideration in examining a "NATO nuclear force.' Mr.
Ball believes this would be politically dangerous. If word got out, it
would give a powerful handle to de Gaulle: the U.S. is trying to dominate
Europe. Ball is confident that the British will oppose, in any case, a
European clause. We would leave it to them. For what it is worth, I
side in this case with Mr. Ball, but for a differeant reason. The European



impulse remains strong; and it is rising even in Britain. I am confideat
that, at the end of the day, the Europeans may conceivably group them-
selves together within an Atlantic nuclear force; but I doubt that they
will claim, in anything like the foreseeable future, a European right to
fire. I, therefore, believe that we should not explicitly exclude the
European clause but have an understanding in the government that we
would quietly work against it in our negotiations.

5. lalso attach a second paragraph which I believe will command
the support of everyone. It would direct that constructive measures
be presented to you in this package -- measures that would both pull the
Atlantic Community together and exploit such opportunities as there may
be for constructive initiatives addressed to Eastern Europe and the Soviet
Union.

6. My reasoning is as follows: under the best of circumstances,
a NATO reorganized without France is going to be somewhat weakened.
Morevoer, there will be significant expenses involved in transferring
NATCO headquarters and installations. If the European Parliaments and
our Congress are to back our policy of maintaining an integrated NATO,
they will need to believe that we are not simply defanding our ideas of
the late 1940's but recognizing two real factors on the present scene
and looking to the future:

-~ The desire in Europe for greater equality of partnership
with the U.5.;

-- The potentialities offered by changes in the Soviet Union
and Eastern Europe for moving in the direction of normalizing
East-West relations.

7. As Iindicated in a memorandum to you of April 17 on
Atlantic Pblicy (paragraph 5), I believe the staff work on these constructive
measures needs your stimulus and emphasis.

8. As I1told Bill Moyers at lunch yesterday, I have been looking
at this problem from the point of view of the kind of speech I would
like you to be able to give during the surnmer when, hopefully, the NATO
crisis is resolved. That speech would have three components:
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-~ We have demonstrated that the Atlantic Community
as a whole has read the lesson of the history of this century
as meaning that in matters of defense we must hang together
or we will hang separately; therefore, we have successfully
reorganized NATO on the basis of integrated defense. (On
this aspect of the job JCS has produced a plan; Secretary
McNamara i® working over it to cut costs. He will complete
his recommendations by the end of April. International
negotiations can begin in May.)

-- We have provided in this reoganization for enlarged
participation in nuclear planning by both political and military
authorities of our NATO allies, plus whatever collective
hardware arrangements emerge. (The heart of this is, of
course, our leading Britain and Germany to agreement on the
nuclear question.)

-- We have been looking not backwards but forwards.
The new NATO we have designed provides for the common defense;
but it also moves forward in mxany areas of Atlantic partner-
ship and is the base fram which we shall pursue the normalization
of relations between the East and the West in Europe and the
peaceful pursuit of German unity and an East-West European
security agreement. (It is to provide the materials for this
dimension of the strategy that I suggest paragraph 2 should be
included in the proposed NSAM))

L2 2 2

When the town responds to this NSAM we shall be in shape
to reply to Wilson's letter.

W. W. Rostow

cc: Bill Moyers

Attachments
Tab A ~ Draft NSAM
Tab B -~ Draft Para. 2
Tab C - April 17 Memo



DRAFT - April 18, 1966
~SECRET
NAT] NAL SECURITY ACTION MEM 3ANDUM NO.

| MEMORANDUM FOR: Secretary of State
| Secretary of Defense

¢ The President wishes to have developed recommendations for
enlarging the participation in and understanding of nuclear pla.nhing by
both the political and military authorities of our major NATO allies.
Two alternative approaches should be considered: one which
assumes the creation of a "NATO Nuclear Force' and one which does
not. Among the possibilities examined should be the creation of a
permanent body of restricted membership wi‘Fhin NA TO with functions
including both intensified consultation and the direction of U.S. and
‘T U.K nuclear weapons and ‘del.ivery vehicles assigned to NATO and/or
collectively owned. The proposals should cover the full range of activities
involved in planning for the operation of existing forces and the develop-
ment of future forces: intelligence, deployment, targeting, considerations
affecting use at times of crisis, research, development, production and
budgeting, etc.
w The primary operational focus of theseWarrangements
should be the defense of NATO territory.
For purp'oses of this exercisg, it should be assumed 'that any '"NATO
Nuclear Force' Plan which later may be agreed upon will not inciude: .

*a. European clause;

h. mived-manning of submarines;
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c. a surface fleet capable of delivering nuclear weapons.
The following matters should be addressed, in addition to functions:

(i) participation or membership;

(ii) location;

(iii) financing;

(iv) probable U.K., German, French, other NATO, and
Soviet reactions;

(v) appropriate U.S. negotiating strategy and procedures
for its execution.

The President wishes to review this proposal by

5

. W. W. Rostow




2.‘ The President wishes to have developed promptly other forward-
looking proposals that would increase the cohesion of NATO and the North
Atlantic community, These should embrace two kinds of measures:

a, Military and non-military programs affecting primarily

the affairs of the Free World;

b, Constructive political, diplomatic, and economic initiatives

addressed to Eastern Europe and the Soviet Union,
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SECRET

Sunday, April 17, 1966, 11:15 a.m.

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Atlantic Policy

On the basis of State Department papers you have been considering
the issue of French troops in Germany and the framework for our
response to Wilson oan the nuclear question.

You have also had avallable Francis Bator's observations.

At the moment, I can, periaapa. be most helpful by setﬁng down a
few fundamental ideas which I believe are relevant o these matters in
particular and the Atlantic crisis in general.

1. The maintenance of an inteprated NATO capable of continuing
to deter Moscow is fundamental., Given Soviet missile and conventional
capabilities, it is truly & mortal issue. Here I believe Mr. Acheson
is wholly correct. It is not a question of clinging to outmoded ideas of
the late 1940’s: it is a question of whether we and the Europeans have
learned the lesson of two world wars and the whole sweep of modern
history.

2. Inorder to maintain tke political base for this deterrent ~- under
French attack -~ the U.Il. and Garmany must be brousht closer together.
This is the way to look at the nuclear issue. We nced to sit down with the
U.K. and Germany and quietly guide them to & well-balanced package.
The first requirene nt is tripartite talk; but we should not deceive our-
sclves that anything will emerge unless we push them tactfully towards a
package, including, in particular, the nuclear issue and the defense of
the pound.

3. On the nuclear issue I have no pet formula. I s cicar, however,
on two things: ‘ '

a. at the moment the Germans do not have the political and
psychological base to foreclose a hardware option once and for all,
without a major concession from Moscow in the direction of Gezman |
unity; ‘
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b. we ought to put our kest thought and imagination iato
designing a lively nuclear consultation club, hardware or no
hardware. The design and negotiation of this consultation club
are first priority business on which the whole town agrees.

4. We ought to do nothing that need not be done to make Franco-
German relations worse than de Gaulle has made them. Ve ought to
understand with sympathy the German desire to keep as much going as
possible between France and G+rmany, But we also ought to be clear
about two other matters, to the Germans as well as arnong ourselves:

" a, Itis Paris, not Washington, that is pressing on the
Germans a choice between ¥rance and the U, S, ;

b. Franco-German iricndship can only thrive in larger clubs «-
like the European Common Market and NATO, It will not workona
bilateral basis, except student exchanges, etc,

5. Ve ought to accompany the NATO reorpanization with as many
forward-locking measures in the Atlantic as poscible. The case for
keeping NATO is widely understood. But there is also a correct fecling
that we need:

a. More partnership in the Atlantic on issues like money, aid,
space, modern techrnology, Great Society issues, political consulta-
tion, etc.;

b. More Fast-Vest bridge-building by Atlantic nations: trade,
cultural contacts, etc,

We should not become so overwhelmed with the difficult details of
moving NATO, necgotiating with the French, facing the issue of French
troops in Germany, that we fail to give the whole enterprice a new
forward lock. Planning is under way; but, unless you insist oa its beinp
glven a priority equal to other matters, it may be pushed asids as window-
dressing. It is more than that. It may determine how positively European
parliaments and public opinion react to the new NATO package as a whole.
Indeed, the same may be true in the U, 8.

i h 6. 1 shall, of course, be prepared to comment on specific points
: and issues as they come forward for your decision, At this time, I
thow~** hage broad observations might be helpful.

P

R
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7. My only operational proposal ia this: tkat you budget for a
emall, carefully prepared mecting on the nuclear question shoxtly after
your return to Washington. The town needs your guidance. I believe
I can lay it out for discussion in an orderly way.

W. W. Rostow

WWRostow:rin



MEMORANDUM 5 (@
THE WHITE HOUSE
" WASHINGTON
SPERET Thursday, April 21, 1966, 9:30 a.m.

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Attached Draft NSAM

Before our meeting today on the foreign policy agenda, I should
like to explain to you why I propose a National Security Action Memo-
randum covering staff work on the nuclear issue and on forward
looking proposals that would increase the cohesion of NATO in the
North Atlantic Community (drafts attached).

1. Secretary McNamara, Secretary Rusk, George Ball,
: Mr. Acheson, Francis Bator and I all agree that we must concentrate
: urgently on the design of arrangements for nuclear consultation. This
is an item on which there is general agreement in the town. Because
of the endless hardware debate, work on improved nuclear consultation
and how to conduct it has not crystallized and been brought before you
for examination. _ \

2. You will recall that this is an element on which we, the
Germans, and the British all agree. One purpose of this NSAM is to
make sure that what we all agree about in the U,S, Government is
staffed out and made as effective an item in our policy as can be done.
We can then cautiously feel our way on the hardware issue.

3. Secretary McNamara, George Ball, Mr. Acheson, Francis
Bator and I all agree that the NSAM would set the framework for con-
structive work which would unite not divide the town. Secretary McNamara
believes there is no other way to get the town moving except by the NSAM.

4. Within the NSAM there is only one point of disagreement:
Secretary McNamara believes a European clause should be explicitly
excluded from consideration in examining a '"NATO nuclear force." Mr.
Ball believes this would be politically dangerous. I word got out, it
would give a powerful handle to de Gaulle: the U.S. is trying to dominate
Europe. Ball is confident that the British will oppose, in any case, a
European clause. We would leave it to them. For what it is worth, I
side in this case with Mr. Ball, but for a different reason. The European




——— A

O I

,,,,,,

impulse remains strong; and it is rising even in Britain. I am confident
that, at the end of the day, the Europeans may conceivably group them-
selves together within an Atlantic nuclear force; but I doubt that they
will claim, in anything like the foreseeable future, a European right to
fire., I, therefore, believe that we should not explicitly exclude the
European clause but have an understanding in the government that we
would quietly work against it in our negotiations.

5. I also attach a second paragraph which I believe will command
the support of everyone. It would direct that constructive measures
be presented to you in this package -- measures that would both pull the
Atlantic Community together and exploit such opportunities as there may
be for constructive initiatives addressed to Eastern Europe and the Soviet
Union.

6. My reasoning is as follows: under the best of circumstances,
a NATO reorganized without France is going to be somewhat weakened.
Morevoer, there will be significant expenses involved in transferring
NATO headquarters and installations. If the European Parliaments and
our Congress are to back our policy of maintaining an integrated NATO,
they will need to believe that we are not simply defending our ideas of
the late 1940's but recognizing two real factors on the present scene
and looking to the future: .

-- The desire in Europe for greater equality of partnership
with the U,S,;

-- The potentialities offered by changes in the Soviet Union
and Eastern Europe for moving in the direction of normalizing
East-West relations.

7. As I indicated in a memorandum to you of April 17 on
Atlantic Policy (paragraph 5), I believe the staff work on these constructive

" measures needs your stimulus and emphasis,

8. As Itold Bill Moyers at lunch yesterday, I have been looking
at this problem from the point of view of the kind of speech I would
like you to be able to give during the summer when, hopefully, the NATO
crisis is resolved, That speech would have three components:



-- We have demonstrated that the Atlantic Community
as a whole has read the lesson of the history of this century
as meaning that in matters of defense we must hang together
or we will hang separately; therefore, we have successfully
reorganized NATO on the basis of integrated defense. (On
this aspect of the job JCS has produced a plan; Secretary
McNamara is working over it to cut costs. He will complete
his recommendations by the end of April. International
negotiations can begin in May.)

-- We have provided in this reoganization for enlarged
participation in nuclear planning by both political and military '
authorities of our NATO allies, plus whatever collective
hardware arrangements emerge. (The heart of this is, of
course, our leading Britain and Germany to agreement on the
nuclear question.)

-- We have been looking not backwards but forwards.
The new NATO we have designed provides for the common defense;
but it also moves forward in many areas of Atlantic partner-
ship and is the base from which we shall pursue the normalization
of relations between the East and the West in Europe and the .
peaceful pursuit of German unity and an East-West European.
security agreement. (It is to provide the materials for this
dimension of the strategy that I suggest paragraph 2 should be
included in the proposed NSAM) )

sl Hedke

When the town responds to this NSAM we shall be in shape

to reply to Wilson's letter,
tXb.aﬁﬂiosstow

cc: Bill Moyers

Attachments
Tab A - Draft NSAM
Tab B - Draft Para. 2

"Tab C - April 17 Memo
-~ SECRET—
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THE SECRETARY OF STATE !
WASHINGTON

May 13, 1966 oy

Dear Mr. President:

At the suggestion of Mr. Rostow, Mr. Acheson
prepared a memorandum on the issues which might be
raised in negotiations with France over NATO. The
Secretary of Defense and I have been over this and agreed
that it furnishes a good basis for a meeting with you to
receive further guidance, Pending matters include the
draft Aide Mémoire which I submitted for your consider-
ation, and the probable French reply next week to the
Germans regarding French troops in Germany.,

May we have a meeting with you?

Respectfully yours,

" Dean Rusk

The President, | 2
The White House,

L g e e




DEPARTMENT OF STATE

SpecIaL AssisTANT To THE SECRETARY

May 13, 1966

MEMORANDUM FOR THE SECRETARY

Dear Dean:

A month or more ago I sent you a paper
dealing with methods of approach to problems
presented by the French demands on NATO and
priorities among them, You sent this to the
President for his information,

In the weeks which have gone by many
things have become clearer and, perhaps, a
paper may be timely on subjects to be dis~
cussed with the French by NATO as an organizae
tion and by the USG bilaterally.,

If you wish to discuss this paper with
me, or the President with both of us, your
guidance would be most appreciated.

C:lﬁrs—nhpxu___‘

Dean Acheson

Attachment

/¥o/
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BROAD LINES OF APPROACH TOWARD NEGOTIATIONS WITH
FRANCE IN NATO CRISIS

In approaching any negotiation it is important to
understand clearly the relationship of the parties. Are
they seeking a common object and sparring for compatible
individual advantage -« as in a horse trade? If so, bar=-
gaining is the avenue to agreement, If, however,. one has
taken a position from which it will not recede, and from
which it cannot be forced to recede, there is small room
for negotiation.

In the past weeks the French government has been at
pains to demonstrate the latter is its attitude towards
NATO, It will not discuss its decisions that French
troops must be withdrawn from commitment to NATO command
and French officers from service in NATO commands, Simi-

larly its demands that all NATO and U,S. command headquarters

and all U,S. troops, facilities and supplies must be with~-
drawn from France are not subject to negotiation, All that
can be discussed are ''practical measures' for carrying out
these decisions, a deadline for which the French government
has arbitrarily set, Even the French Ministry of Defense
admits that so far as NATO facilities and headquarters are
concerned these dates cannot be met,

The USG has responded that its troops and facgilities
will be withdrawn from French territory das soon as this
can be done without prejudice to military security, There
are no negotiations required about withdrawal,

The USG has offered to negotiate the amendment or
cancellation of the agreements under which the facilities
were established, It has not been thought compatible with .
the dignity of the USG to accept unilateral cancellation
of agreements made for the life of NATO, Nor has acceptance
of unilateral cancellation seemed appropriate when the GOF
simultaneously offered to discuss new agreements about
reentry into France in time of war., The French government

has not

-
rgos
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has not answered the offer to negotiate the agreements,
The draft aide-memoire submitted by you to the President

seeks to make the record clear on this important point,
without haggling about our withdrawal,

What Can Be Negotiated and Its Importance

The impressive fact is how little of any real impor-
tance is open to negotiation in the France~NATO crisis,

The indisputable fact is that France wants everything
French out of NATO, and everything NATO =~ especially
everything American =~ out of France. This, if one may
say so, poses a rather .clear cut issue,

In the political field it is paralleled by another
equally clear cut difference, As was made clear to
Senator Church in Paris recently, the French government
wants a European settlement by Europeans, i.e., by
"the underlying reality of Europe ... Russia in Eastern
Europe and France, England and to a lesser extent Italy
in Western Europe ... the other countries of Europe were
so much dust ....'"' The agreement would seek a "reunited
Germany without nuclear arms and the withdrawal of
foreign forces from such a Germany, including, of course,
military forces of the United States,' To most Western
Europeans simple mathematics makes this appear as Soviet
domination of Europe., Our allies have not seen this
issue of policy as a misunderstanding which can be talked
out, The parties are not separated by details, They are
poles apart,

The NATO Fourteen, to be sure, have matters which
must be talked out with the Frenchj; but they are of
relatively minor importance. How insistent will the
French be in pushing a hurried evacuation of NATO estab~
lishments? 1In limiting NATO overflights? In pinching
off the flow of oil across France? 1Is it in the interest

of NATO
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of NATO to cloak the withdrawal of France from the
Alliance? How valuable is French liaison with the NATO
commands, and how much reliance can be placed on an
agreement to use French facilities in time of conflict?

The matters which stand out from the mechanics of
leaving France are:

1) The presence of French troops in Germany,

2) Allied overflights through French air
space,

3) Continued transportation of oil across
France,

' 4) Reentry rights into facilities in France
in case of war, ‘

There is also a matter which concerns chiefly the
United States ==~ the termination of valid bilateral
agreements,

1) The presence of French troops in Germany

The presence of all foreign troops in Germany is
governed by a series of agreements of 1954, one O0f which
requires their being committed to NATO command in case
of conflict, The French government has given notice of
the cancellation of this commitment so far as their
forces are concerned (two and one-third divisions and
some air units) on July lst,

B R Sl A it et |

Both the Germans and the other allies have seen the

issues raised here by the French as primarily political
rather than military., The Germans have accordingly in-
formed the French, with the unanimous concurrence of the
other thirteen allies, that the continued presence of

French
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French troops in Germany would be welcomed provided a
new agreement was reached regarding their mission and
their commitment to SACEUR command in time of conflict,
To make this specific the note proposed that the transfer
of command take place when all other troops in Germany
should have come under SACEUR's command, This proposal
was to resolve the ambiguity introduced by the French
interpretation of the NAT as committing them to defend
against "unprovoked' attack. Both French and German
positions may be negotiable, ’

Despite dialectical form the heart of the allied
position is that unless troops in Germany are unequivo~
cally there on a joint allied defense mission under the
treaty, their status reverts to occupation forces in
" what General de Gaulle described to Senator Church as a
defeated and divided country, The divisive effect of
such a result is a net loss to the Alliance,

On the basis of current intelligence, the GOF is
discussing this week whether or not to negotiate this
matter, Apparently it would wish in any event to :
withdraw the troops after the February=March French f
elections, It may decide to do so during the summer, ‘

2) Allied overflights through French air space

The right to conduct military overflights in France
is of very substantial importance to us and the Alliance.
Without the use of French air space NATO air communica- ‘
tions between Northern Europe and the Mediterranean area P
are possible only by following a long and wasteful route ;
over the Atlantic., The right to continue training flights !
over France is equally important, since air space over
Germany, the UK and the Benelux countries is not as suited ‘
for such flights because of traffic congestion and recur- R
rent bad weather., Aware of this, the French have reduced .
overflight agreements with the U,S, and other NATO §
countries to a month~to~month basis. i

French
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French need to overfly other NATO countries and to
have access to information from the early warning system
should provide the Alliance with strong bargaining
position in negotiating continued overflight rights,
Without such information and overflight rights the Force
de Frappe would lose .whatever credibility it now has,

However, reports of General de Gaulle's discussion
of this matter indicate he rules out the possibility of
a Soviet attack on Europe, and hence regards of little
immediate value French access to air defense information
and foreign air space., Nevertheless, the situation it~
self puts some pressure on the GOF, To take an extreme
position would be inconsistent with that of an ally, It
would suggest more neutrality or hostility, This together
“with the keener appreciation of the situation held by the
French military may maintain tolerable overflight rights.

3) Continued transportation of o0il across France

The last French aide-memoire, while contemplating
ending the flow of oil across France through our pipeline
to U,S. forces in Germany, indicated some realization of
the high-~handedness of this action, It suggested France
might not insist upon terminating use in one year. This
action is so outrageous as to warrant a rather full and
public exploration of the grounds put forward as justi=~
fication for it and a claim for just compensation for the

nationalization of the facility., The aide~memoire recently

forwarded to the President lays the foundation for this,

4) Reentry rights into facilities in France
in case of war

The GOF has offered to discuss this subject with the
interesting qualification that it cover only situations
in which both nations are at war, Since the only wars
concerned are those which involve action under Article 5

of the NAT,
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of the NAT, the qualification indicates awareness of
the possibility that the U.S. might be at war in Europe
when France might not be, This qualification ought to
be plumbed to see how firmly it is held and what it
may mean,

If significance is attached to it, the wvalue of
reentry rights obtainable is much diminished. One
would certainly not be justified in placing much reli-
ance on them in planning for the security of our large
forces in Germany. Nevertheless, they would be worth
negotiating to have a framework of agreement regarding,
and possibly custodial forces maintaining, some facilities
which another French government might make really useful,

The exercise of negotiating the agreement, there-
fore, could well be worthwhile, as was the negotiation
of the Austrian State Treaty. One can never tell when
a document of this sort can come in handy. The United
States would not be justified in making any concessions
of importance to get it,

Dean Acheson

N e e e+ e e iy e S e e i e



MEXMORANDUM

THE WHITE HOUSE

WASHINGTON

FHECRET— Wednesday, May'18, 1966
MEMORANDUM FOR THE PRESIDENT

SUBJECT: NATO

NATO is the next big item on the foreign policy agenda:

-~ Erhard will be seeing Wilson on May 23, and we should decide whether
you should reply to Wilson's long letter before then;

-- On June 6-8, NATO foreign ministers will be meeting as a group for
the first time since de Gaulle made his move, We have been working
with Thomson on a draft joint statement you should see before it becomes
final. In the meantime,

-- Bob McNamara will be sending you his recommendations on relocatlon
of NATO and U, S. facilities in a few days.

-- On French troops in Germany (the hottest near-term political issue),
the U, S, -UK-German working group in Bonn has circulated to the Fourteen
its report on how we should negotiate. It suggests a fairly tough initial
line, and we shall have to decide what fallback position to take and when,

in the light of a French reply which will come soon.,

-- On other defense arrangements with France (overflights, the oil
pipeline, wartime re-entry) we have a draft Aide Memoire which we
have held at State's request until we could get your guidance on the
general negotiating position.

-~ Under Dean Acheson's chairmanship, State and Defense have been
working hard on the nuclear issue, and on constructive proposals for
the Alliance, in response to NSAM 345, The nuclear part of the package
will be ready at the end of the week. ' V

. == You should consider a major speech on European policy before
de Gaulle goes to Moscow (June 20). Many Europeans (including Lecanuet)
have suggested its wisdom at this stage.

How we play our hand during the next several weeks will not only help determine
the future shape of the Alliance, but will seriously affect German and European
politics, and might even affect our own.
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We will need Presidential guidance specifically on: (1) our negotiating
position on French troops in Germany, (2) whether to send another Aide
Memoire on defense arrangements to the French, and (3) our overall
negotiating stance.

There is a further reason for early Presidential involvement, Some of your
advisers -- notably Acheson and Ball -- are a bit shellshocked from newspaper
stories suggesting that they are at odds with you. This is bad business for us
and makes the Europeans, particularly the Germans, uneasy. Your giving
them a day in court, and then your personal guidance, should permit us to

be -- and appear to be -- a united and purposeful government.

Procedure

At Tab A is a tight, crisp memo by Dean Acheson which Secretaries Rusk
and McNamara have agreed should serve as a basis for discussion with you.
It covers all the major issues, but does not attempt to lay out negotiating
strategy or tactics. After reading it -- you will wish to read it in full --

and perhaps an in-house session with the two of us, we recommend an early
extended meeting with Secretaries Rusk and McNamara, Ball, Acheson, et al,
(One topic for discussion would be the draft Aide Memoire at Tab B)

R LS B3

The rest of this memo contains our thoughts on what might be the agenda for
such a2 meeting: (1) U.S. objectives in the NATO crisis; (2) de Gaulle's
objectives; (3) our public position vis-a-vis de Gaulle; (4) our negotiating
position on French troops in Germany; (5) whether to send an Aide Memoire
or communicate our response in some other way; and (6) general negotiating
instructions.

1. U.S. Objectives

There is little disagreement on essential U.S. interests. We must try to:

-- maintain an effective integrated deterrent, providing for the security
of U.S. and Allied forces in Europe;

-- maintain solidarity among the Fourteen. (This requires that our
position vis-a-vis the French appear to the others as reasonable on its
merits, while generating sufficient realism and determination among
the Fourteen to face the expensive problem posed for us by de Gaulle's
high-handed and disruptive decisions. It also requires that we continue
to make clear our commitment to an evolving constructive NATO, which
can serve as a base for a policy of bridge-building to the East.)

SEGRE®
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-- minimize the strain on German politics by (1) helping Erhard resolve
the French troops issue along lines most acceptable in terms of leng- |
run German politics, and (2) by making generally clear that they can
count on U. S. support when they want to be firm, and on U.S. under-
standing for any efforts to keep the Franco-German rift to a minimum;

-- impose a price on de Gaulle, while leaving an empty chair for France.
(Punishing de Gaulle verbally is not serious or useful business. But it
is essential for our security -- and for the negotiation -- that we be

(and appear to be) capable of mounting an effective integrated deterrent
without France. He remains, despite his stance, politically vulnerable
in his domestic politics to isolation from the rest of the West.)

2. What de Gaulle is after

How he actually will play his hand we don't know. He evidently wants maximum
freedom of action and yet appear to the French people to have the protection

of the Alliance. Much depends on what he gets or doesn't get in Mosccw, and
on the unity of the Fourteen. His operational goals in relation to NATO are
probably somewhere on a spectrum bounded by:

(a) a neutralist position: with French troops out of Germany; France out
of NATO; and no special defense arrangements with the U,S. or
other Allies; and

(b) a diluted NATO: where France keeps her troops in Germany;
maintains her membership in NATO planning groups and early
warning network; permits allied overflights; and NAC'remains
in Paris. N

During his Moscow trip, it is a fair bet that he will try to get the Russians
to hold out just enough of a promise of movement toward German unity to
bedevil German political life without cutting the ground from under Ulbricht.
If the Russians don't play, he is more likely to opt for a diluted NATO and
against a neutralist position. ’

What is clear, irrespective of what happens in Moscow, is that as a negotiator
he will go to great lengths to be in a position of granting favors and not asking them.

3. The importance of how we look

The safest bet is that except on overflights, the French will be unreasonable
and negotiations will be unsuccessful. The issue which is not addressed in
the Acheson memo is what posture we strike in testing de Gaulle's intentions.
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Here there is a difference of emphasis among your advisers:

-- Sect. Rusk, Ball, and Acheson believe that we must, both in public
and private, talk about the serious consequences of de Gaulle's unilateral
decisions, and to take a fairly hard line. Their reasons are: this is

an expensive, difficult business he has imposed on us, and if we fudge
over what he has done, the European (and perhaps U. S.) public,
parliaments, and Congress will not put up the resources to maintain

an integrated deterrent. The Italians and Danes, for example, might
slide away towards detached positions; and the Germans might move
towards bilateralism vis-a-vis both Paris and Washington,

-- Sect, McNamara doesn't want to argue with de Gaulle much, but simply
get on with the job of building an integrated, streamlined deterrent without
France, negotiating in the quietest way possible.

-- Bator has (in Rostow's view, correctly) emphasized for some time the
need for us to take positions which (1) do not get beyond what Erhard can
manage in domestic politics, and which (2) do not unduly strain political
life in other NATO countries. He wants to be sure that, if de Gaulle

will not accept those minimum conditions which we and the Germans
must really insist upon, it will be clear to the world that de Gaulle alone
is responsible for the breakdown -- that the monkey is on his back.

The State Department has tended to take positions a bit harder than those
we could live with and let others water them down in negotiation. '

The other way to play it is to state positions closer to the minimum; hold to
them; and avoid the charge of being unreasonable with de Gaulle.

The State Department should be heard attentively, because they are on the
firing line. But Rostow's net view (in which Bator concurs) is:

-- We probably will not be able to avoid some public discussion of
de Gaulle's position, given Church, Fulbright, etc.; but that discussion

and statements of our differences should be precise and temperate.

-- The key to the negotiation is action to put NATO in a position where
it can live and operate with or without France.

-- We are strong enough to state moderate positions and hold to them
in negotiations with both France and our Allies,

The balance here is so delicate that each key issue must be looked at separately.

SECRET"
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4. French troops in Germany -- how we negotiate

As you know, until now the French troops (2-1/3 divisions and some air units)
have been committed to NATO command in time of crisis, De Gaulle has said
that this commitment will end on July 1. The Germans maintain that de-
commitment destroys the legal basis for keeping French troops on German
soil. Whatever the legal case, French presence without a new agreement

is unacceptable as a matter of German politics -- it would smell of occupation.

The Germans -- with our full support -- have told the French that their troops
are welcome to stay ''provided a new agreement is reached regarding their
mission and their commitment to SACEUR command in time of conflict. "

This condition is subject to several interpretations -- the key is what we
mean by '"commitment' and whether we really mean SACEUR command (as
opposed to some face-saving, common but two-hat command arrangement).

The joint U. S. /UK/German negotiating paper (which is now in the hands of the
Fourteen) takes a tough initial line -- insisting that the French publicly under-
take a commitment to assign these troops to NATO when those members of

the Alliance with troops in Germany agree that a state of emergency exists.

He is thus asked to give up a veto which he now holds as a full member of NATO
and to undertake a commitment formally tougher than, for example, ours.

On the other hand, the question is posed because of the unilateral actions he

has taken.

Nobody thinks de Gaulle will agree to this; it is meant as an opening tactic
from which we are willing to retreat. The question is how and when. (The
"when'' is critical because it was agreed between McCloy and the Germans
in Bonn that a new German-French agreement must be under negotiation by
July 1, or the French must begin withdrawing their troops.)

The outlines of a reasonable fall-back position are fairly clear. We would
ask de Gaulle to commit France:

(1) to a meaningful military mission for the two divisions;

(2) to join in peacetime planning and joint manéuvers;

(3} to place her forces under common command in time of crisis;

(4) to reaffirm Article V of the Treaty (the mutual security provision)
without any qualification.

The ball is now in the French court. Our intelligence indicates that de Gaulle
will ignore our maximum conditions and inform the Germans he will remove
his troops by July 1, 1967. He will try to blame the Germans -- and us --
for not making an agreement, and strengthen rising domestic pressures on
Erhard to soften his line.
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Whatever he does, we must avoid being subject to the charge that we
presented impossible conditions to the French and that de Gaulle's negative
response is justified. It must be'understood that our initial offer is just that.
The operational questions are:

-- whether we let a2 confrontation build in this matter between now
and July 1; or

--.whether we indicate to the French that we could live with something
short of the initial proposal;

-- and, if so, by what route we put on the record that our proposal
was not a final proposal, and that itis de Gaulle (and not the Germans,
U.S., UK) who is being unreasonable.

Operationally, we must await the French reply and then consult closely with
the Germans and others.

5. Whether to send the Aide Memoire

The Aide Memoire is a formal list of sharply stated specific questions and
legal positions having to do with overflights, wartime re-entry, use of our
oil pipeline across France, etc. The issue is not whether these questions
get asked, but how -- whether we ask them in a formal Aide Memoire, which
will be in the papers the next day, or through private Rusk/Lucet or
Bohlen/Couve conversations based on an informal list of questions.

The status of these defense issues varies. On overflights, we may be able
to strike a straightforward bargain: overflights in return for continued
French access to NATO air defense information anc zir space. The pipeline
issue is tougher (and is discussed in detail in the Aide Memoire), However
we handle it, we will probably want to make our own separate alternative
arrangements. The question of access to French facilities in wartime is
also cloudy, but probably worth trying to negotiate. (In each case --

and whatever bargain we strike -- our military planning will have to be
hedged for the possibility that the French will not perform.)

The issue of whether to send the Aide Memoire comes down to whether

we want another public show of our legal position or a quiet clarification --
knowing throughout that we are unlikely to be satisfied whichever tacii we take.
The two of us would vote for the quiet approach; but before making up your
mind, you should hear the case for the Aide Memoire from Sect. Rusk, Ball,
and Acheson,

SEGREL..
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6. General negotiating instructions

After going through these papers and hearing the arguments, you will wish
to give marching orders on our general negotiating position.

We would suggest that, in a Rusk/McNamara, et al, meeting, you make clear that:

(1) in our public position you want to minimize any suggestion of a direct
Washington/Paris confrontation;

(2) if public exposition of our differences is required, it should be in
terms of an integrated military alliance versus bilateralism or fragmentation
of the West;

(3) you do not wish the U.S. to be in a position of begging anything
of the French;

(4) we should proceed with the; Allies to plan the prompt movement of
people and equipment out of France;

(5) on French troops in Germany, you wish us to be exactly as sturdy as
Erhard, but we should not push him into positions that are costly in terms of N
his domestic politics unless he is pressured by his Gaullists into positions
which would endanger the security of our troops, or the integrity of NATO
command arrangements;

(6) with respect to Allied overflights and French access to Allied com-
munications and intelligence, we should indicate our hope that both can be
maintzined; but our planning should be based on the possibility that we shall
have to operate without overflights; we should make clear to the: French that
we regard these two as an inextricable package;

(7) with respect to the NATO oil pipeline, we should plan for a capability
sufficient to help defend Western Europe without reliance on the French, while
seeing what we can negotiate after de Gaulle's return from Moscow;

(8) without public acknowledgment, our plans and actions should convey
that we are moving to maintain an effective collective defense without France,
while trying to make fair and even-handed arrangements to keep France in
a close working relationship with the Alliance.

Our willingness to do without the French -- and our actions which indicate our
preparedness. to do without them -- constitute our best negotiating cards, given
de Gaulle's sensitivity to 'isolation''; but in fact as well as in posture there is
enough ambiguity in de Gaulle's commitment so that it would be imprudent to

be dependent on France, during his time, in a period of crisis or conflict.
- .

3
Rats
WMROSTZOW Fran'cis M. Bator
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INR  EMBASSY REALIZES THAT SUBJECT OF US RELOCATION FROM FRANPT IS
CIA | NDER ACTIVE CONSIDERATION IN WASHINGTON AND BASIC POLITICAL
- NSA DECISIONS WILL HAVE TO BE MADE THERE. NONETHELESS, WE WISH
' ACDA  OFFER OUR VIEWS ON WHAT APPEAR TO US TO BE THE MAJOR TOPICS .
. AEC FOR BILATERAL SETTLEMENT, OUR ASSESSMENT OF THE PRFESENT SITUATION,

AND SUGGESTIONS FOR ACTIONS THAT CAN AND SHOULD BE TAKEN NOV.

T‘RSR IT APPEARS THAT THE BILATERAL NEGOTIATIONS RELATING TO OUR

~
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RELOCATION WILL BE CONDUCTED BY THF EMBASSY AND FONOFF WITH
TECHNICAL MILITARY ADVISERS ON BOTH SIDES. THE FOLLOWING LIST
OF TOPICS TO BE DISCUSSED IS-- OF COURSE, NOT EXHAUSTIVE.

|, TIMING. AS NEARLY AS CAN BE FORESEEN NOW, THE MA.JOR PORTICN
OF THE RELOCATION CAN BE ACCOMPLISHED BY | APRIL 1967. ~
NONETHELESS, IT WILL BE DIFFICULT TO MOVE ALL OF THF STOCwS
AND INSTALLATIONS BY THAT TIME IN AN ORDERLY FASHION. IT IS OUn-
ASSESSMENT THAT PROVIDED A) THE RELOCATION IS MOVING FORWARD
IN A RAPID AND OBVIOUS FASHION AND B) IT IS CLEAR THAT ALL OF - -
THE FACILITIES WE HAVE IN FRANCE WILL HAVE CEASED TO BE' OPFRATIONAL
BY THE FRENCH-IMPOSED DEADLINE, THERE WILL BE NO DIFFICULTY
. IN OBTAINING FRENCH AGREEMENT OT SOME ADDITIONAL ITIME TO COMPYFTF
' THE MOVE. IT MAY WILL BE, OF COURSE, THAT THERE WILL BE -
: CERTAIN INSTALLATIONS -SUCH AS TOUL-ROSIERES AND POSSIBL UFRDUN-NANCY

L .
LN . .
N I\. .
M .
Il . . : "
v . .
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THAT THE FRENCH WILL WISH TO REPQOSSESS AS QUICKLY AS POSSIRLF®
- FOR THEIR OWN PURPOSES. BY AND LARGE, HOWFEVER, wE FFFL W% CAN
CAN OBTAINSOME ADDITIONAL TIME WITHOUT ADOPTING THF POSITION
OF SUPPLICANTS AND THEREBY GIVING THE FRENCH A BARGAININm - | -

ADVANT AGE. o

2. STORAGE IN FRANCE; A) IT APPTARS THAT FROM.- .
A MILITARY STANDPOINT IT MIGMT BE DESIPABLE TO ATTEMPT. - TO

ARRANGE FOR SOME TYPE OF STORAGE FACILITIES FOR CERTAIN NON-n

TESENTIAL STOCKS IN FRANCE. SUCH AN ARRANG EMFNT
PAGE 3 RUFNCR 952 SECRET ‘

COULD BE IN THE FORM OF CONTRACT ARRANGEMENTS WITH THER
CIVILIAN CONTRACTORS OR WITH THE FRENACH MILITARY

LN
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WE DO NOT, HOWEVER, SEE HOW IN LOGIC WS CAN CLAIM BOTH. IN FITHFR |
EVENT, OUR CHANCES OF COLLECTING ANYTHING ARE EXTRE"'IFILYLO"'. ’

B) THE CHOICE OF ALTERNATIVES, THEREFCRE, MUST DEPEND UPON THE
RELATIONSHIP OF THIS QUESTION WITH THE OVERALL NEGOTIATING . .
PACKAGE, THE ASSESSMENT OF ITS POLITICAL IMPACT IN FPpANCE,

AND OUR FUTURE RELATIONS WITH FRANCE. THERE IS ALSO, OF-COURST,
THE QUESTIN OF THECONSISTENCY OF OUR AGTIONS IN THE

BILATERAL CONTEXT WITHOUR POSITION IN THE MULTILATERAL NATO.
CONTEXT. WHILE WE AGREE WITH THE DESIRA3ILITY OF ‘AS MUCH

' GP-3 BOHLEN , i

NOTE: PASSED DOD 10:40 P, M, 5/18/66
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PASS DEFENSE
US-FRANCE AND NATO

CONSISTENCY AS POSSIBLE, WE DO NOT FEEL THAT THIS PRINCIPIF
CAN BE OVERRIDINGf

C) THERE MAY WELL BE INTERNATIONAL ADVANTAGES TO CONTINUFD
ADHERENCE TO THE PRINCIPLE THAT ADSAUATE COMPENSATION “UST 87
PAID WHEN CONTRACTS HAVE BEEN UNILATERALLY ABROGATSD. THIS
PREMISE .SHOULD HAVE MEANING TO THE FRENCH WHO WFRE ON THE

OTHER END OF THE PROBLEM AFLER SUEZ AND MORE RECENTLY AFTEP THZ
ALGERIAN NATIONALIZATIONS

5@)
+G)

L ]

D) WITH RESPECT TO RESIDUAL VALUS, aS THE DEPARTMENT 1S AWARE,
—SECREF—
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THERE IS NO AGREEMENT BETWEEN THE UNITED STATES AND FRANAF AS

TO THE PRINCIPLES ON WHIUH RESIDUAL vALUE IS TO BE CALCULATFD,
(IN FACT, AS FAR AS THE EMBASSY IS AWARE, THERE IS NQO AGREED
UNITED STATES GOVERNMENT POSITION OMN THIS POINT.) WE ARE :
CERTAINTHE FRENCH-WILL HOLD TO THE PRINCIPLE OF NFGATIVE PESIOUAL
VALUE. IT SEEMS LIKELY, THERENMUKE, THAT IF THERE IS EVER ANY
AGREEMENT ON- RESIDUAL VALUE, THE AMOUNTS TO BE PAID WILL

BE MINIWAL.

E) THERE ARE, HOWEVER, CERTAIN CHARGES WHICH. SHOULD PROPERLY

BE PAID BY THE FRENCH OR REIMBURSED TO yUS. wE HAVE IN MIND SUCH
ITEMS AS SEPARATION PAYMENTS FOR LOCAL WAGE RATE PERSONNEL,
COSTS ARISING FROM HOUSING CONTRACT TERMINATIONS AND THE LIKW,

N
.
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ON THESE ITEMS, WE SHOULD PAY IF NECESSARY, AND CLAIM RFIMIURSFYENTs
‘THE ESSENTIAL POINT IS THAT THE FRENCH WORKER OR S™ALL CONTn~ACTO®
NOT SUFFER AS A RESULT OF OUR POSITION, THE UNITED STATES '
MILITARY IN FRANCE HAVE BEEN GOOD EMPLOYERS AND GOOD TENANT:

WE.CAN SEE NO VALUE IN SPOILING THIS RECORD.

F) IN SUMMARY, THEN WE FAVOQ AN INITIAL POSITION OF NAINTAININC
THAT THZ TERmMS OF THE BILATFERALS SHOULD:REMAIN IN FORCE:

THAT THE FRENCH ACTION CONSTITUTES FORCE MAJEURE AND IS

ILLEGAL, KENCE THERE ARE CERTAIN COSTS THAT ARE PROPERLY
CHARGVABLE TO THEM? BEGINNING A _NON-ACRIMONIOUS DISCUSSION

ON RESIDUAL VALUE, BUT RESERVING  OUX KIGHT TO REVERT TO:
COMPENSATION SHOULD THE COURSE OF TH: NEGOTIATIONS SO

INDICAT“. ’ :

5. MAP FQUIPMENT. THIS IS AN ITFM WE THINK WE SHOULD HOLM IN
RESERVE. WE MIGHT WISH TO RENEW OUR OFFER TO SFLL -THF '
REVERSIONARY RIGHTS TO IT, WHICH WOULD PROBABLY BF THF RWST
SOLUTION, IF, OF COURSE, DE GAULLE GOKS SO FAR AS TO DENOURCE "
THE NORTH ATLANTIC TREATY ITSELF WE MIGHT WISH TO CONSIDFR
ASKING FOR THE RETURN OF THE EQUIPMENT. WE FEEL, HOWFUEn, :
THIS QUESTION MUST BE TREATED WITH THE UT#MOST CARE. WHAT, FOe
EXAMPLE, -wOULD WE DO IF WE ASKED FOR IT BACK AND DE GAULLF
REFUSED TO GIVE IT TO US. OR.WHAT WOULD WE DO IF WE AS¥FD

FOR IT BACK AND HE GAVE IT TO US. THE PHYSICAL PRORLEM OF

PGE 4 RuFNuR 992/2—S—E't FE T
TRANSPORTING OUT OF FRANCE IN ANY REASONAB‘E TI%E PERIOD wQULD
e SR~
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BF DIFFICULT. FURTHER, THIS IS A NURSTICN THAT ONCE RAISTD wILL
NOT QUICKLY DISAPPEAR. RETURHN CF aLL AP FOUIPMENT wOULD
EFFECTIVELY CSMASCULATE THE FRENCH MILITARY FORCES, W&

WONDER WHYETHER IT IS RFEALLY I¥ QUR INTRREST TO FORFCLOST THF
POSSIBILITY OF THE FRENCH FIGHTING AT OUR SIDE IN THE
EVENT OF A WAR LN EUROPE. WE CCNTINUE TO FEFL, HOWEUSR, THAT

PUBLICIZING - BOTH TE AMOUNT WE HAVE GIVEN IN THE PAST AND THT
EXTENT TO WHICH THE FRENCH ARMED SERVICES ARF STILL

DEFENDENT UPON OUR MAP AID. IN SUMMARY, WE AGRRE WITH vIFWS S§=T
FORTH DEPTEL 5845. '

!s/{]‘/

. _ i
7. OTHER ITEMS. THERE WILL 3E A HOST OF TEGHNICAL ITEMS T(Q 2%
D ISCUSSED,SUCHAS ACCESS TO HIGHwAYS FOR CONVOYS, DATES OF
TERMINTION OF CONTRACTS, ETC. TH&SE, IT wWQULD SFE™ ARF o2QPFR

SUBJECTS FOR DISCUSSION BETWEEN THE AMERICAN MILITARY AND Turf
CENTRAL LIAISON MISSION. .

8. CHATEAUROUS. IT APPEARS BECAUS® OF LABOR PROBLEMS, AND THF

FRENCH CONCERN OVER ENGINF RE-BUILD FACILITIFS FOR THFIP F-1@2 S
AND CRUSADERS. THE FRENCH wOULD PREFER US TO XEEP CHATEZAUPCUY

—SEGCRES—
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IN OPERATION FOR SOME TIME BEYOND THS APRIL 1, 1967 DRADLINT,
IN OTHER WORDS, THE FRENCH OFFER OF SPECIAL TREATMENT FORP -
CHATEAUROUX. WAS NOT PROMPTED BY ALTRUISM. UNLESS THERFE ARF
COMPEILING.. MILITARY REASONS TO THE CONTRARY, WE SFEE NO RFTASON
TO ACCOMMODATE THEM IN THE MATTER-ESPECIALLY SINCE S0 DOING
VOULD SIMPLY PROVIDE DE GAULLE WITH ANOTHER OPPORTUNITY TO
DEMONSTRATE TO THE FRENCH PUBLIC THAT HIS POSITION WAS

REASONABLE.

[y

9. PIPELINE, IT SEEMS REASONABLY CERTAIN THAT WE CAN OSTAIN
FRENCH CONCURRENCE TO CONTINUE OPERATIONQF THE PIPFLINF RY
TRAPIL-, .THOUGH WE MUST ACCEPT THAT WE CAN HAVE NO ASSURANCF
THAT THE PIPELINE MIGHT NOT BE DENIED TO US IN TINE OF
EMERGENCY. , .

18. ACTIONS TO BE TAKEN Now. WE RECOGNIZE (DEPTEL 6072) THAT
GP-3 BOHLEN S - - |
BT ’ oL ) . e

NOTE:R PASSED DEFENSE AT 10:40 P.M., 5/18/66.

PREY
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' SUBJECT: NEGOTIATIONS WITH FRANCF Gk NATO

' REF: DEPTEL 6002 S

1. LINE TAKEN BY DEPARTMENT IN REFTEL, AS IT APPLIFS TO
_MULTILATERAL NEGOTIATIONS WITH THE FRENCH, SEEMS TO US JUST
 RIGHT.

2.‘AS NOTED REFTEL, GIVE-AND-TAKE IS ALREADY UNDFRNAY BETWFEN
FRENCH AND OTHERS ON A NUMBER OF MATTERS. ON THE rRUCIAL ISSUE
OF 'FRANCE*S FUTURE RELATIONSHIP TO NATO, THE BELLWETHFR IS

CLEARLY THE DECISIONS ON FRENCH FORCES IN GERMANY, wHICH ARE

A
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- INDICATIONS OF WHAT THE FRENCH WILL SaAY IN THEIR REPLY TO
- THE GERMAN NOTE, THE PROSPECT SEEMS LESS LIKELY TO B¥ ONE OF

FORMAL NEGOTIATION ACROSS A TABLE, THAN OF VARIOUS PRIVATF
AND PUBLIC PLOYS TO DEFINE NFCOTIATING ASSUMPTIONS IN THF
MOST FAVORABLE WAY.

! 3. ON SUCH ISSUES AS REORGANIZATION OF NATO AND RFLO~ATIONS

OF SOME OF ITS PARTS, NEGOTIATIONS wILL RE ONLY INCIDENTAL

TO THE DrCLISIONS OF THE FOURTEEN AS TO HOW THEY CARRY ON THF
ALLIANCE, THERE WILL BE NO RFEAL BASIS FOR DETAILFD DISCUSSIONS
WITH THE FRENCH ON RELOCATION MATTERS UNTIL THE MINISTERS

AT BRUSSELS HAVE TAKEN A SERIES OF DECISIONS WHICH ARE NOWw IN AN

ADVANCED STAGE OF .PREPARATION IN THE GROUP OF FOURTEEN HERFE.

ONCE THESE DECISIONS, ARE TAXEN, SOME OF THE DETAILED ARPRANGFMENTS -

CAN PROBABLY BE HANDLED BETWFEN SHAPE AND THE FRENCH ETAT =~
MAJOR, BUT ANY ISSUES OF PRINCIPLE, INCLUDING DEADLINES, -
WwILL HAVE TO BE NEGOTIATED IN NAC FRAMEWOR¥ AS WAS CASE WITH
ISSUE OF FRENCH. SUPPORT PERSONNEL IN SHAPE AND AFCENT).

—SECRET
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4, AS FAR AS MULTILATERAL NEGOTIATIONS ARE CONCERNFD, FRFNcH

jCONTINUE TO SHOw SOME IMPATIENCE, AND TO ENCOURAGE NEWSPAPER

f
\
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CHARGES THAT ALLIES ARE DRAGGING THEIR FEET ON CAPRYING oyt THF
“"DECISIONS™ HANDED DOWN BY GENERAL DE GAULLE. THESE THEMFS . :
'SUGGEST A DEGREE OF FRENCH EAGERNESS TO DEMONSTRATE THAT FRFNCH
DECISIONS HAVE BEEN ACCEPTED AND THAT FRANCE'S PARTNERS ARF
'TREATING HER AS ALLY WITH wWHOM THEY ‘ARE WILLING TO WORw¥ OUT
'NEW SATISKFACTORY COMMON DEFENSE ARRANGEMENTS., THE FOURTEEN ARE,
"OF COyURSE, TAKING FRENCH INTENTIONS SERIOUSLY, AND MOVING IN '
QUITE AND ORDERLY WAY TOWARD RE-ARRANGING THE ALLIANCE SO THAT
IT CAN PERFORM ITS FUNCTIONS NO MATTER WHAT DEGREF OF FRFNCH o
"COOPERATION TURNS OuT TO BE- AVAILASLE, IF FRENCH POLITICAL LFADPRs;
'FIND THIS PERIOD OF PLANNING AND PRF-NEGOTIATION UNCOMFORTARLF, "
"AND FEEL FRUSTRATED AND ISOLATED BY THE wAY THINGS ARF MOVINC
wF SFE NO SPECIAL VALUE IN RELIEVING THEIR. ANXIFTIES,

’

5 WHEN ‘THE MOMENT COMES TO OPEN US-FRENCH BILATERAL TALKS,
"WHETHER WITH ANOTHER DIPLOMATIC NOTE OR JUST BY BEGINNING TO

TALK ABOUT SPECIFIC ISSUES ARISING FROM DEPARTURE US MILITARY
- INSTALLATIONS, IT WILL, OF COURSE, BE IMPORTANT TO GIVE OUR

IALLIES ADVANCE NOTICE: AT THE MOMENT THE OTHER MEMBERS OF THE
‘FOURTEEN HAVE CLEARLY IN THEIR MINDS THAT WE HAVE OFFFRED THE

FRFNCH A LEGAL ESCAPE HATCH VIA THE TwO-YEAR RULF FOR AIL

o

§ PAGE 4 RUFNCR 89? S~F~G~R~E_L___
,OUR BILATERAL AGREEMENTS, AND THAT THE FRENCH HAVF NOT YFT RISEN
{'TO THIS LEGALIZAING BAIT. IF ' WE CHANGE THIS POSTURE, AND DECINDE
{ TO START TALKS, IN EFFECT, UNDER LEGAL PROTEST, "WE GHOULD L

'EXPLAIN THE NEW RATIONALE TO THE FOURTEEN BFFORE STARTINC IN
WITH THE FRENCH. o , , . .

GP 3 CLEVELAND.

ff:jNOTE MESSAGE DELAYED IN TRANSMISSION.

~SEEREF—
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Wednesday
May 18, 1966 -- 10:00 a, m,
MR, PRESIDENT:
I regret this memorandum is so long;
but the NATO issues have backed up in the
zline and we wished to give you:
-- the flavor of thought in the town;
~-- our own reflections;
-- the materials for the first of

several meetings that will be
required,

Wa%./ Rostow



SEERET Wednesday, May 18, 1966
MEMORANDUM FOR THE PRESIDENT

SUBJECT: NATO

NATO is the next big item on the foreign policy agenda

-- Erhard will be seeing Wilson on May 23, and we should decide whether
you should reply to Wilson's long letter before then;

-- On June 6-8, NATO foreign m" 'sters will be meeting as a group for
the first time since de Gaulle made his move, We have been working
with Thomson on a draft joint statement you should see before it becomes
final, In the meantime,

-- Bob McNamara will be sending you his recommendations on relocation
of NATO and U, S. facilities in a few days,.

-- On French troops in Germany (the hottest near-term political issue),
the U, S, -UK-German working group in Bonn has circulated to the Fourteen
its report on how we should negotiate. It suggests a fairly tough initial
line, and we shall have to decide what fallback position to take and when,
in the light of a French reply which will come soon,

-- On other defense arrangements with France (overflights, the oil
pipeline, wartime re-entry) we have a draft Aide Memoire which we
have held at State's request until we could get your guidance on the
general negotiating position.

-- Under Dean Acheson's chairmanship, State and Defense have been
working hard on the nuclear issue, and on constructive proposals for
the Alliance, in response to NSAM 345, The nuclear part of the package
will be ready at the end of the week,

-- You should consider a major speech on European policy before
de Gaulle goes to Moscow (June 20). Many Europeans (including Lecanuet)
have suggested its wisdom at this stage.

How we play our hand during the next several weeks will not only help determine

the future shape of the Alliance, but will seriously affect German and European
politics, and might even affect our own,

SEeRLT
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We will need Presidential guidance specifically on: (1) our negotiating
position on French troops in Germany, (2) whether to send another Aide
Memoire on defense arrangements to the French, and (3) our overall
negotiating stance.

There is a further reason for early Presidential involvement., Some of your
advisers -- notably Acheson and Ball -- are a bit shellshocked from newspaper
stories suggesting that they are at odds with you. This is bad business for us
and makes the Europeans, particularly the Germans, uneasy. Your giving
them a day in court, and then your personal guidance, should permit us to

be -- and appear to be -- a united and purposeful government,

Procedure

At Tab A 1is a tight, crisp memo by Dean Acheson which Secretaries Rusk
and McNamara have agreed should serve as a basis for discussion with you.
It covers all the major issues, but does not attempt to lay out negotiating
strategy or tactics. After reading it -~ you will wish to read it in full --

and perhaps an in-house session with the two of us, we recommend an early
extended meeting with Secretaries Rusk and McNamara, Ball, Acheson, et al.
(One topic for discussion would be the draft Aide Memoire at Tab B)

At ale ot
3R S -~

The rest of this memo contains our thoughts on what might be the agenda for
such a meeting: (1) U.S. objectives in the NATO crisis; (2) de Gaulle's
objectives; (3) our public position vis-a-vis de Gaulle; (4) our negotiating
position on French troops in Germany; (5) whether to send an Aide Memoire
or communicate our response in some other way; and (6) general negotiating
instructions.

1. U.S. Objectives

There is little disagreement on essential U, S. interests. We must try to:

-- maintain an effective integrated deterrent, providing for the security
of U.S. and Allied forces in Europe;

-- maintain solidarity among the Fourteen. (This requires that our
position vis-a-vis the French appear to the others as reasonable on its
merits, while generating sufficient realism and determination among
the Fourteen to face the expensive problem posed for us by de Gaulle's
high-handed and disruptive decisions. It also requires that we continue
to make clear our commitment to an evolving constructive NATO, which
can serve as a base for a policy of bridge-building to the East.)

SECRET-
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-- minimize the strain on German politics by (1) helping Erhard resolve
the French troops issue along lines most acceptable in terms of long-
run German politics, and (2) by making generally clear that they can
count on U. S. support when they want to be firm, and on U.S. under-
standing for any efforts to keep the Franco-German rift to a minimum;

-- impose a price on de Gaulle, while leaving an empty chair for France.
(Punishing de Gaulle verbally is not serious or useful business. But it
is essential for our security -- and for the negotiation -- that we be

(and appear to be) capable of mounting an effective integrated deterrent
without France. He remains, despite his stance, politically vulnerable
in his domestic politics to isolation from the rest of the West. )

2. What de Gaulle is after

How he actually will play his hand we don't know. He evidently wants maximum
freedom of action and yet appear to the French people to have the protection

of the Alliance. Much depends on what he gets or doesn't get in Moscow, and
on the unity of the Fourteen. His operational goals in relation to NATO are
probably somewhere on a spectrum bounded by:

(a) a neutralist position: with French troops out of Germany; France out
of NATO; and no special defense arrangements with the U.S. or
other Allies; and

(b) a diluted NATO: where France keeps her troops in Germany;
maintains her membership in NATO planning groups and early
warning network; permits allied overflights; and NAC remains
in Paris.

During his Moscow trip, it is a fair bet that he will try to get the Russians
to hold out just enough of a promise of movement toward German unity to
bedevil German political life without cutting the ground from under Ulbricht.
If the Russians don't play, he is more likely to opt for a diluted NATO and
against a neutralist position.

What is clear, irrespective of what happens in Moscow, is that as a negotiator
he will go to great lengths to be in a position of granting favors and not asking them.

3. The importance of how we look

The safest bet is that except on overflights, the French will be unreasonable
and negotiations will be unsuccessful. The issue which is not addressed in
the Acheson memo is what posture we strike in testing de Gaulle's intentions.

SECREL
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Here there is a difference of emphasis among your advisers:

-- Sect, Rusk, Ball, and Acheson believe that we must, both in public
and private, talk about the serious consequences of de Gaulle's unilateral
decisions, and to take a fairly hard line, Their reasons are: this is

an expensive, difficult business he has imposed on us, and if we fudge
over what he has done, the European (and perhaps U, S.) public,
parliaments, and Congress will not put up the resources to maintain

an integrated deterrent, The Italians and Danes, for example, might
slide away towards detached positions; and the Germans might move
towards bilateralism vis-a-vis both Paris and Washington,

-- Sect. McNamara doesn't want to argue with de Gaulle much, but simply
get on with the job of building an integrated, streamlined deterrent without
France, negotiating in the quietest way possible.

-- Bator has (in Rostow's view, correctly) emphasized for some time the
need for us to take positions which (1) do not get beyond what Erhard can
manage in domestic politics, and which (2) do not unduly strain political
life in other NATO countries. He wants to be sure that, if de Gaulle

will not accept those minimum conditions which we and the Germans
must really insist upon, it will be clear to the world that de Gaulle alone
is responsible for the breakdown -- that the monkey is on his back.

The State Department has tended to take positions a bit harder than those
we could live with and let others water them down in negotiation.

The other way to play it is to state positions closer to the minimum; hold to
them; and avoid the charge of being unreasonable with de Gaulle.

The State Department should be heard attentively, because they are on the
firing line, But Rostow's net view (in which Bator concurs) is:

-- We probably will not be able to avoid some public discussion of
de Gaulle's position, given Church, Fulbright, etc.; but that discussion

and statements of our differences should be precise and temperate.

-- The key to the negotiation is action to put NATO in a position where
it can live and operate with or without France.

-- We are strong enough to state moderate positions and hold to them
in negotiations with both France and our Allies,

The balance here is so delicate that each key issue must be looked at separately.

SEGREF-



SECRET— -5- 5/18/66

4, French troops in Germany -- how we negotiate

As you know, until now the French troops (2-1/3 divisions and some air units)
have been committed to NATO command in time of crisis. De Gaulle has said
that this commitment will end on July 1. The Germans maintain that de-
commitment destroys the legal basis for keeping French troops on German
soil. Whatever the legal case, French presence without a new agreement

is unacceptable as a matter of German politics -- it would smell of occupation.

The Germans -- with our full support -- have told the French that their troops
are welcome to stay ''provided a new agreement is reached regarding their
mission and their commitment to SACEUR command in time of conflict, "

This condition is subject to several interpretations -- the key is what we
mean by '"commitment' and whether we really mean SACEUR command (as
opposed to some face-saving, common but two-hat command arrangement).

The joint U, S. /UK/German negotiating paper (which is now in the hands of the
Fourteen) takes a tough initial line -- insisting that the French publicly under-
take a commitment to assign these troops to NATO when those members of

the Alliance with troops in Germany agree that a state of emergency exists.

He is thus asked to give up a veto which he now holds as a full member of NATO
and to undertake a commitment formally tougher than, for example, ours.

On the other hand, the question is posed because of the unilateral actions he

has taken.

Nobody thinks de Gaulle will agree to this; it is meant as an opening tactic
from which we are willing to retreat. The question is how and when. (The
"when'' is critical because it was agreed between McCloy and the Germans
in Bonn that a new German-French agreement must be under negotiation by
July 1, or the French must begin withdrawing their troops.)

The outlines of a reasonable fall-back position are fairly clear. We would
ask de Gaulle to commit France:

) to a meaningful military mission for the two divisions;
(2) to join in peacetime planning and joint maneuvers;
) to place her forces under common command in time of crisis;
) to reaffirm Article V of the Treaty (the mutual security provision)
without any qualification.

The ball is now in the French court. Our intelligence indicates that de Gaulle
will ignore our maximum conditions and inform the Germans he will remove
his troops by July 1, 1967. He will try to blame the Germans -- and us --
for not making an agreement, and strengthen rising domestic pressures on
Erhard to soften his line.
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Whatever he does, we must avoid being subject to the charge that we
presented impossible conditions to the French and that de Gaulle's negative
response is justified. It must berunderstood that our initial offer is just that.
The operational questions are:

-- whether we let a confrontation build in this matter between now
and July 1; or

-- whether we indicate to the French that we could live with something
short of the initial proposal;

-- and, if so, by what route we put on the record that our proposal
was not a final proposal, and that it is de Gaulle (and not the Germans,
U.S., UK) who is being unreasonable.

Operationally, we must await the French reply and then consult closely with
the Germans and others.

5. Whether to send the Aide Memoire

The Aide Memoire is a formal list of sharply stated specific questions and
legal positions having to do with overflights, wartime re-entry, use of our
oil pipeline across France, etc. The issue is not whether these questions
get asked, but how -- whether we ask them in a formal Aide Memoire, which
will be in the papers the next day, or through private Rusk/Lucet or
Bohlen/Couve conversations based on an informal list of questions.

The status of these defense issues varies. On overflights, we may be able
to strike a straightforward bargain: overflights in return for continued
French aecess to NATO air defense information and air space. The pipeline
issue is tougher (and is discussed in detail in the Aide Memoire)., However
we handle it, we will probably want to make our own separate alternative
arrangements. The question of access to French facilities in wartime is
also cloudy, but probably worth trying to negotiate. (In each case --

and whatever bargain we strike -- our military planning will have to be
hedged for the possibility that the French will not perform.)

The issue of whether to send the Aide Memoire comes down to whether

we want another public show of our legal position or a quiet clarification --
knowing throughout that we are unlikely to be satisfied whichever tack we take.
The two of us would vote for the quiet approach; but before making up your
mind, you should hear the case for the Aide Memoire from Sect. Rusk, Ball,
and Acheson.,

SEERET -
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6. General negotiating instructions

After going through these papers and hearing the arguments, you will wish
to give marching orders on our general negotiating position.

We would suggest that, in a Rusk/McNamara, et al, meeting, you make clear that:

(1) in our public position you want to minimize any suggestion of a direct
Washington/Paris confrontation;

(2) if public exposition of our differences is required, it should be in
terms of an integrated military alliance Wersus bilateralism or fragmentation
of the West;

(3) you do not wish the U.S. to be in a position of begging anything
of the French;

(4) we should proceed with the Allies to plan the prompt movement of
people and equipment out of France;

(5) on French troops in Germany, you wish us to be exactly as sturdy as
Erhard, but we should not push him into positions that are costly in terms of
his domestic politics unless he is pressured by his Gaullists into positions
which would endanger the security of our troops, or the integrity of NATO
command arrangements;

(6) with respect to Allied overflights and French access to Allied com-
munications and intelligence, we should indicate our hope that both can be
maintained; but our planning should be based on the possibility that we shall
have to operate without overflights; we should make clear to the French that
we regard these two as an inextricable package;

(7) with respect to the NATO oil pipeline, we should plan for a capability
sufficient to help defend Western Europe without reliance on the French, while
seeing what we can negotiate after de Gaulle's return from Moscow;

(8) without public acknowledgment, our plans and actions should convey
that we are moving to maintain an effective collective defense without France,
while trying to make fair and even-handed arrangements to keep France in
a close working relationship with the Alliance.

Our willingness to do without the French -- and our actions which indicate our
preparedness to do without them -- constitute our best negotiating cards, given
de Gaulle's sensitivity to '"isolation'’; but in fact as well as in posture there is
enough ambiguity in de Gaulle's commitment so that it would be imprudent to
be dependent on France, during his time, in a period of crisis or conflict.

WMRostow Fra M. Bator






ZTARY OF STATE
wi INGTON

May 13, 1966

Dear Mr., President:

At the suggestion of Mr, Rostow, Mr, Acheson
prepared a memorandum on the issues which might be
raised in negotiations with France over NATO., The
Secretary of Defense and I have been over this and agreed
that it furnishes a good basis for a meeting with you to
receive further guidance, Pending matters include the
draft Aide Mémoire which I submitted for your consider-
ation, and the probable Irench reply next week to the
Germans regarding F'rench troops in Germany.

May we have a meeting with you?

Respectfully yours,

M*‘e&-»

Dean Rusk

The President,
The White House,



DI} ARTMENT OF STATE

SPECIAL ASSIS] To THE SECRETARY

May 13, 1966

MEMORANDUM FOR THE SECRETARY

Dear Dean: .

A month or more ago I sent you a paper
dealing with methods of approach to problems
presented by the French demands on NATO and
priorities among them, You sent this to the
President for his information,

In the weeks which have gone by many
things have become clearer and, perhaps, a
paper may be timely on subjects to be dis~
cussed with the French by NATO as an organiza-
tion and by the USG bilaterally,

If you wish to discuss this paper with
me, or the President with both of us, your
guidance would be most appreciated,

Dean Acheson

Attachment
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BROAD LINES OF APPROACH TOWARD NEGOTIATIONS WITH
FRANCE TN NATO CRISIS

In approaching any negotiation it is important to
understand clearly the relationship of the parties, Are
they se “ting a common object and sparring for compatible
individual advantage -~ as in a horse trade? 1If so, bar=-
gaining is the avenue to agreement, If, however, one has
taken a position from which it will not recede, and from
which it cannot be forced to recede, there is small room
for negotiation,

In the past weeks the French government has been at
pains to demonstrate the latter is its attitude towards
NATO, It will not discuss its decisions that French
troops must be withdrawn from commitment to NATO command
and French officers from service in NATO commands, Simi~-
larly its demands that all NATO and U,S., command headquarters
and all U,S, troops, facilities and supplies must be with-
drawn from France are not subject to negotiation, All that
can be discussed are 'practical measures' for carrying out
these decisions, a deadline for which the French government
has arbitrarily set, Even the French Ministry of Defense
admits that so far as NATO facilities and headquarters are
concerned these dates cannot be met,

The USG has responded that its troops and facilities
will be withdrawn from French territory as soon as this
can be done without prejudice to military security, There
are no negotiations required about withdrawal,

The USG has offered to negotiate the amendment or
cancellation of the agreements under which the facilities
were established, It has not been thought compatible with
the dignity of the USG to accept unilateral cancellation
of agreements made for the life of NATO, Nor has acceptance
of unilateral cancellation seemed appropriate when the GOF
simultaneously offered to discuss new agreements about
reentry into France in time of war. The French government

has not

£
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has not answered the offer to negotiate the agreements,
The draft aide-~memoire submitted by you to the President

seeks to make the record clear on this important point,
without haggling about our withdrawal,

What Can Be Negotiated and Its Importance

The impressive fact is how little of any real impor-
tance is open to negotiation in the France~NATO crisis,

The indisputable fact is that France wants everything
French out of NATO, and everything NATO =~ especially
everything American =-- out of France., This, if one may
say so, poses a rather clear cut issue,

In the political field it is paralleled by another
equally clear cut difference, As was made clear to
Senator Church in Paris recently, the French government
wants a European settlement by Europeans, i.e., by
""the underlying reality of Europe ... Russia in Eastern
Europe and France, England and to a lesser extent Italy
in Western Europe ... the other countries of Europe were
so much dust ....'' The agreement would seek a '"'reunited
Germany without nuclear arms and the withdrawal of
foreign forces from such a Germany, including, of course,
military forces of the United States,'" To most Western
Europeans simple mathematics makes this appear as Soviet
domination of Europe, Our allies have not seen this
issue of policy as a misunderstanding which can be talked
out, The parties are not separated by details., They are
poles apart,

The NATO Fourteen, to be sure, have matters which
must be talked out with the French; but they are of
relatively minor importance, How insistent will the
French be in pushing a hurried evacuation of NATO estab~
lishments? In limiting NATO overflights? In pinching
off the flow of oil across France? 1Is it in the interest

of NATO

S
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of NATO to cloak the withdrawal of France from the
Alliance? How valuable is French liaison with the NATO
commands, and how much reliance can be placed on an

agreement to use French facilities in time of conflict?

The matters which stand out from the mechanics of
leaving France are:

1) The presence of French troops in Germany,

2) Allied overflights through French air
space,

3) Continued transportation of oil across
France,

4) Reentry rights into facilities in France
in case of war,

There is also a matter which concerns chiefly the
United States ~~ the termination of valid bilateral
agreements,

1) The presence of French troops in Germany

The presence of all foreign troops in Germany is
governed by a series of agreements of 1954, one of which
requires their being committed to NATO command in case
of conflict, The French governmment has given notice of
the cancellation of this commitment so far as their
forces are concerned (two and one~third divisions and
some air units) on July lst,

Both the Germans and the other allies have seen the
issues raised here by the French as primarily political
rather than military, The Germans have accordingly in=-
formed the French, with the unanimous concurrence of the
other thirteen allies, that the continued presence of

French

~SECRET —
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French troops in Germany would be welcomed provided a
new agreement was reached regarding their mission and
their commitment to SACEUR command in time of conflict,
To make this specific the note proposed that the transfer
of command take place when all other troops in Germany
should have come under SACEUR's command, This proposal
was to resolve the ambiguity introduced by the French
interpretation of the NAT as committing them to defend
against 'unprovoked' attack, Both French and German
positions may be negotiable,

Despite dialectical form the heart of the allied
position is that unless troops in Germany are unequivo=-
cally there on a joint allied defense mission under the
treaty, their status reverts to occupation forces in
what General de Gaulle described to Senator Church as a
defeated and divided country, The divisive effect of
such a result is a net loss to the Alliance,

On the basis of current intelligence, the GOF is
discussing this week whether or not to negotiate this
matter, Apparently it would wish in any event to
withdraw the troops after the February-March French
elections, It may decide to do so during the summer,

2) Allied overflights through French air space

The right to conduct military overflights in France
is of very substantial importance to us and the Alliance,
Without the use of French air space NATO air communica-
tions between Northern Europe and the Mediterranean area
are possible only by following a long and wasteful route
over the Atlantic, The right to continue training flights
over France is equally important, since air space over
Germany, the UK and the Benelux countries is not as suited
for such flights because of traffic congestion and recur-
rent bad weather, Aware of this, the French have reduced
overflight agreements with the U,S, and other NATO
countries to a month-to-month basis,

French

SEGRET—
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French need to overfly other NATO countries and to
have access to information from the early warning system
should provide the Alliance with strong bargaining
position in negotiating continued overflight rights,
Without such information and overflight rights the Force
de Frappe would lose whatever credibility it now has,

However, reports of General de Gaulle's discussion
of this matter indicate he rules out the possibility of
a Soviet attack on Europe, and hence regards of little
immediate wvalue French access to air defense information
and foreign air space., Nevertheless, the situation it~
self puts some pressure on the GOF, To take an extreme
position would be inconsistent with that of an ally, It
would suggest more neutrality or hostility, This together
with the keener appreciation of the situation held by the
French military may maintain tolerable overflight rights,

3) Continued transportation of oil across France

The last French aide~memoire, while contemplating
ending the flow of oil across France through our pipeline
to U.S. forces in Germany, indicated some realization of
the high~-handedness of this action, It suggested France
might not insist upon terminating use in one year. This
action is so outrageous as to warrant a rather full and
public exploration of the grounds put forward as justi-
fication for it and a claim for just compensation for the
nationalization of the facility, The aide~-memoire recently
forwarded to the President lays the foundation for this,

4) Reentry rights into facilities in France
in case of war

The GOF has offered to discuss this subject with the
interesting qualification that it cover only situations
in which both nations are at war., Since the only wars
concerned are those which involve action under Article 2

of the NAT,
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of the NAT, the qualification indicates awareness of
the possibility that the U,S. might be at war in Europe
when France might not be, This qualification ought to
be plumbed to see how firmly it is held and what it
may mean,

If significance is attached to it, the value of
reentry rights obtainable is much diminished, One
would certainly not be justified in placing much reli~
ance on them in planning for the security of our large
forces in Germany., Nevertheless, they would be worth
negotiating to have a framework of agreement regarding,
and possibly custodial forces maintaining, some facilities
which another French government might make really useful,

The exercise of negotiating the agreement, there=-
fore, could well be worthwhile, as was the negotiation
of the Austrian State Treaty. One can never tell when
a document of this sort can come in handy, The United
States would not be justified in making any concessions
of importance to get it,

Dean Acheson

TSECRET™






May 6, 1966

MEMORANDUM FOR: The Honorable
Walt W. Rostow,
Special Assistant
to the President.

I am enclosing a draft aide-memoire that
we would hope to deliver to the French Govern~-
~-nt in the near future. It has been cleared
by Secretaries Rusk and McNamara, by Mr. Acheson

and by me,
I would very much appreciate it if you

could transmit this to the President at the
Ranch,

Enclosure:

As Stated.






The United States Government understands that the
subject matter of the proposed discussions are five agree~
ments entered into by the United States and France in
furtherance of obligations, assumed by them under the
North Atlantic Treaty, to come to the aid of any of the
Parties which might be subject to an armed attack. The
United States Government notes that the Government of
France has stated its intention to remain a party to the
North Atlantic Treaty, Article 3 of which contains the
undertaking that "In order more effectively to achieve the
objectives of the Treaty, the Parties; separately and
jointly, by means of continuous and effective self=help
and mutual aid, will maintain and develop their individual
and collective capacity to resist armed attack.' The
agreements entered into by the United States and France
in the exercise of their sovereign will permit the
United States to install, have access to and from, and

man and
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man and use certain facilities in France, such as a pipe:
line, system of communications, storage depots, air fields,
military headquarters and hospitals, All these facilities
and their use are for the purpose of enabling the United
States to fulfill effectively its Treaty duty to come to
the aid of a European Ally or Allies subject to armed
attack, The United States Government has been assured that
the Government of France intends to fulfill this Treaty duty
and believes that it wishes the United States to contiﬁue
to do likewise,

The French Govermment has stated, however, that its
agreements with the United States are incompatible with
its desire to resume the full exercise of its sovereignty
in French territory., It must be made unmistakably clear
that French sovereignty over French land and air has never
been 4uestioned by the United States, Indeed, the United

States has not failed in the past and is now pledged by

Treaty
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Treaty to defend French sovereignty over French territory
against armed attack, The very facilities in question,
installed at the express invitation and by permission of
the French Government, are an earnest of that pledge,

The United States seeks enlightenment on what the
Government of France proposes to discuss; under the descrip=-
tion 'practical measures that should be taken concerning
the bilateral agreements', The United States has expressed
its willingness to discuss any changes in the agreements
which the Government of France desires and arrangements for
their termination if necessary, It is prepared to discuss
the use of facilities established in accordance with the
agreements in time of peace or conflict as the French aide-
memoire of March 29 suggests. It has gone further and
expressed its willingness to evacuate French territory,
if this be the desire of the Govermment of France, as soon
as this can be done without prejudice to Allied security.
But a proper respect for international agreements precludes

acceptance
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acceptance of a unilateral denunciation of them,

Specific Questions arise under the bilateral agree:
ments, as follows:

1, The United States Military Headéuarters Agreement
of June 17, 1953 authorizes the installation and operation
of the headquarters of the United States European Command
near St, Germain;en;iaye. By its terms the agreement con:
tinues in force for the life of the North Atlantic Treaty
unless sooner terminated by mutual consent, Inasmuch as
the Government of France has denounced the Protocol on the
Status of the International Military Headduarters, to take
effect April 1, 1967, it is the intention of the United
States Government to move the headquarters of its European
Command, which is closely linked to SHAPE, as soon as a
suitable location can be found and arrangements made., The
United States will, therefore; be prepared to discuss

"sractical measures' for this move at an appropriate time;

meanwhile



meanwhile it asks to be informed what "practical measures"

the French Government wishes to discuss,

The Govermment of the United States is also prepared

to discuss with the French Govermment the latter's proposals

regarding the United States Military Headquarters Agreement,

Is it the desire of the French Government that the United

States agree to its termination?

2, Under the Pipeline Agreement of June 30, 1953, an

oil pipeline has been laid at United States expense across

French territory from Donges to Metz and is operated by a

French company for joint use by France and the United States

in peacetime, and by the Supreme Allied Commander Europe

in time of war, What changes in the agreement are desired

by the Govermment of France? Does the French Govermment

object to the flow of o0il in the pipeline across French

territory for the use of United States forces in Germany?

Does the French Government object to the present operation

of the pipeline?

3.
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Alliance'? 1If so, does the phrase ''a conflict in which
both countries would participate' preclude use of such
facilities in the event that France should not participate
in a conflict arising from an armed attack against a Party
to the North Atlantic Treaty?

5. The System of Communications Agreement of Decem=~
ber 8, 1958 authorizes a network of depots and other
facilities for the supply of the United States Army in
Europe, Under this agreement, as pointed out in the
United States aide=-memoire of April 12, the French Govern=-
ment may propose review or modification and, if not satis-
fied with the response, may give notice of termination in
due course, The United States is prepared to discuss
with the French Govermment any proposals which it may
have for the review or modification of the agreement, and
asks the same duestions as in the preceding paragraph,

Since the United States Government is entirely
willing to discuss the bilateral agreements and practical

matters
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matters in relation thereto, it earnestly hopes that the

Govermment of France will aid in preparation for these early

discussions by clarifying its position as requested,
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