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T H E WHI T E. HOUSE 

WASHINGTON 

May 23, 1964 
-c-e~---

MEMORANDUM FOR THE PRESIDENT DECLASSIFIED 
A11thority ~9-10- /7 · Nsc. F-11/ -7!? 

; 
SUBJECT: WHEAT TO THE BLOC By -A-d;j , NARS, Date lo - 7- 7 Cj 

We had a meeting Thursday about possible further sales of U. S. wheat 
to the Bloc with people from State {Thompson, Jolmson}, Agriculture 
(Murphy), Commerce (Roosevelt, Behrman - - Nick Johnson was unable 
to join us), Labor (Wirtz), CIA (Cline), Mike Feldman, and also Budget 
~nd Treasury. The following emerged: 

1. Unless their weather turns sour, the outlook for another U. S. sale 
during the next few months is poor. Our evidence is that the Soviets 
found their last trade with us difficult and unrewarding, and will cer­
tainly not put us first in their list of possible sources. 

2. If our wheat people are to have any chance in the near future, and 
a reasonable chance over the long run, we must offer commercially 
competitive terms -- match the Australians and Canadians. The 
Russians will not be interested -- Tommy made a strong point of this 
except in a good buy. 

3. That of course means doing something about shipping and the unions. 
It was proposed that we follow a two-pronged strategy: 

Work out, over the next several months, a sensible 
long-term maritime policy which would become a part 
of your FY 1966 program. (Frank Roosevelt did not 
think it would cost much money. I wonder.) Any 
beginnings we can make in the interim will help us 
with the Union. 

As an interim measure -- to be understood as such by 
the labor people - - try to strike an informal bargain under 
which the unions would give up 50:50 on wheat to the Bloc, 
in return for a commitment by Agriculture to go cor­
respondingly higher than 50:50 on PL 480 {by an amount 
equal to half of any tonnage actually shipped to the Bloc), 

CONE IDENT!A L ---. 



CONFIDEN'ftAL - 2 -

subject to the availability of U. S. carriers. (That may 
cause trouble: PL 480 shipments tend to be bunched 
and to overlap with heavy seasonal tr.affic in oil. But 
we shall try to work out a scheme.) 

4. Subject to your instructions with respect to the above, Feldman 
has agreed to run an interdepartmental group which would try to improve 
our posture on maritime p.-oblems in both short range and long range 
terms. 

5. Since Thursday's meeting we have had a feeler from one of the 
grain traders asking what terms they could take to Moscow in an effort 
to compete with the Canadians. We are asking Bill Wirtz for a crash 
exploration with the labor people, but we doubt if we will be in a posi­
tion to make any commitments to "Our grain trade in the next few days. 
This is an immediate sample of the general problem. 

McG. B. 

CONF!D-EN.!fli:A-t'L~----



THE WHITE H OUSE 

WA SHI NGTON 

May 27, 1964 

MEMORANDUM FOR THE PRESIDENT 

While delivering your oral message to Chanc e llor Erhard covering the 
Khrushchev exchange on troop reductions (Tab A ), George McGhee, on 
instructions (Tab B), touched on several additional items : 

1. · He expressed on your behalf appreciation for the Chancellor's 
message of May 8 (Tab C}. 

2. He a .ssured the Chancellor of your personal interest in the German 
problem and your readiness to consider what might be realistically done 
to make progress in this area. 

3. He emphasized your interest in an improved German aid program 
particularly in India, Pakistan and Turkey - - and the need for closer 
cooperation with us ·in handling aid to the d e veloping countries. 

4. And finally, he told the Chancellor of your interest in the Israeli 
tank problem and suggested this problem be reviewed when the Chancellor 
gets to Washington in June (Tab D). 

On the Khrushchev exchange, the Chancellor was pleased with the position 
. you took, was flattered to have been taken into your confidence, and grate­
ful for the fact that Germany's interests were protected iri this dis course 
with Khrushchev (Tab E). 

The Chancello r left the aid and Israeli tank questions open. He wants to 
talk with you about them when he gets here. However, he made it clear 
to McGhe e that prospects for an Israeli tank deal were quite dim (Tab F). 
~( t) . ., .:... ~Y-y' , :~ -fo ,. rP··..t:> i l' ,~ S ~ ll'h ·U1 :·:.' h{{o \·' ~ (; d1 (>,r- t.~ l •jj·)\x..::." f(;~ D !A \(~, 
But as it so often happens in conversations with the Germans, Erhard 
permitte d the views attributed to you ori the reunification question to 
leak (Tab G). He apparently did this to ward off attacks from the right 
wing whi ch accuses him of being less than forceful in dealing with the 
reunification problem. So while we continue to have to deal with a leaky 
German Government, ih this case.t the end result is one we can live with 
and in a sense probably advantageous to us. 

DECLASSIFIED 
E.O. 12958, Sec. 3.5 

NSC Memo, 1/30/95, State Dept. Guidelines 
By~, NARA,Date to·, 5 ~ q( 

McG. B. 

T~¥ BECKE± 



TH E WHITE HOUSE 

W A S Hi NGTON 

May 27, 1964 

MEMORANDUM TO THE PRESIDENT 

Here is an important memorandum from Mike Forrestal 
which may help you as you think about the basic problem in 
Southeast Asia. 

I have arranged for Walter Lippmann to be here at 4 o'clock. 
He will be waiting in my office. At 3 :45 we will have the 
matters which need action before the weekend ready for 
presentation to you in a meeting which I think should include 
Ball, McNamara, Taylor, M c Cone, and myself. My current 
theory on your meeting with Lippmann is that it will be most 
effective if it is confined to McNamara, Lippmann, and myself. 
But George Ball is an old friend of Walter's, and you may wish 
to add him in. I will check this with you at 3:45, unless 
you call me sooner. 

McG. B. 

T OP ~ECRET attachment 



THE W HITE H OU SE 

WASHINGT O N 

May 26, 1964 

MEMORANDUM 

South Vietnam 

DECLASSIFIED 
E.O. 12356, Sec. 3.4 
!'/IJ 8 6 -,;). '1-7 

By ~ , NARA, Date 

Here in brief are the major impressions I developed during my 
two-week stay with Ambassador Lodge in Saigon. 

Progress of the War 

I cannot answer the question of whether we are winning or losing. 
The situation varies from place to place. If I were forced to sum it up, 
I would say that there has been a slight improvement overall in the 
last month, but that the trend has definitely not yet turned in our favor. 
Politically, the most damaging aspect of the military situation is the 
fact that Saigon is still in the center of a doughnut of Viet Cong controlled 
territory. Little or no progress has been made in clearing and holding 
these critical provinces surrounding Saigon. The impact of this on the 
psychology of everyone living in the capital (including the U.S. press) 
is very depressing. 

Efforts of the Government of Vietnam 

On the debit side of the ledger, General K.hanh has not been able 
to attract the loyalty of the politicians in Saigon. Without a dramatic 
change in the military situation (either a success or something Like an 
action against the North) he may never be able to. The war has gone on 
so long without a decisive turn one way or the other that people in Saigon 
have adjusted to it as a way of life. Consequently, political bickering among 
factions in the French fashion continues. The longer this continues, the 
weaker the central government becomes. 

There is a definite possibility of a religious war between Catholics 
and Buddhists. It is going to take all the pressure we can bring to bear 
on both sides to keep it from crippling the war effort. Lodge is doing his 
most effective work on this problem and may be able to squeek through 
the next few critical weeks without a religious crisis. 

Vietnamese bureaucracy is still having the greatest difficulty in 
cranking itself up to fighting the war in the countryside; this is partly 
because of the shortage of trained people and partly because there just 
isn't the necessary sense of urgency. 

-TOP SECRET 



2. 

On the credit side of the ledger, Khanh has gotten the services 
of as good a group of civilian ministers and sub-ministers as Vietnam 
has ever had. This is particularly true in budget, economics and 
finance. Most of them are younger people who have been trained in the 
West. They are by no means perfect, but they are head and shoulders 
above the average. 

The psychological boost of the President's message to Congress 
requesting a supplemental appropriation was great. We were able to 
follow it up quickly with negotiations on assistance for fiscal 165. As a 
result there is now a £~.ling in some of the ministries in Saigon to get 
out and spend whatever amount of money is necessary to get goods and 
services out to the provinces. It will take a much greater U.S. effort, 
however, to make the civil service outside of Saigon function with any 
effect at the grass roots. 

U.S. Efforts in Vietnam 

Our own team in Saigon is badly coordinated, and some parts of 
it are in a shambles. The Embassy is functioning well in dealing with 
immediate political problems, such as the religious crisis, and damping 
down of coup plots and rumors. However, Ambassador Lodge has not 
yet developed an instrumeii..t for managing the total U.S. effort. He is 
not particularly interested in performing this function himself, and he 
has nobody on his staff who seems to be able to do it. 

The military command (MACY) has been vastly improved by the 
recent reorganization; and such coordination between U.S. agencies as 
there is takes place because of the efforts of General Westmoreland. He 
accomplishes this by taking the Deputy AID Director and the USIS Chief 
with him on his trips to the provinces and using these occasions to discuss 
and coordinate specific actions under the pacification program. I doubt 
that General Westmoreland can keep this up for very long in view of his 
other responsibilities; and in any event it tends to leave the Embassy out 
of the picture and increase the danger of having another split in our own 
ranks. 

The AID Mission is in a very bad state. There is no leader ship, 
morale is low, and consequently there is bickering between Mission 
personnel. I would give first priority to effecting the changes in AID 
personnel in Saigon which have already been agreed here in Washington. 

, TOP SECRE 'F---
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Suggestions 

I have brought back two very strong personal opinions: 

First, the United States must take a fairly dramatic step soon 
against the North, not only to respond to Hanoi's actions in Laos and 
increased Viet Cong activity in Vietnam, but also to develop a sense of 
urgency in GVN civil and military personnel. A bit of a shock is needed. 
There is a risk that the structure in Saigon is already so weak that it 
might not be able to withstand a strong reaction from Hanoi; but I am 
convinced that the structure will get weaker, rather than stronger, if 
we do not{ling. 

The second area in which we must act very quickly is the 
strengthening of our own organization in Vietnam and getting it much 
more deeply into the battle in the provinces than it now is. 

We must find a civilian U.S. official who can compensate for 
Ambassador Lodge 1 s lack of managerial talent. He has got to be a man whom 
the Ambassador trusts and of sufficient stature to be able to work easily with 
General Westmoreland, CIA, and the AID Director. 

We must speed up the additions to and changes in the personnel of 
the AID Mission, which we have already agreed to here in Washington. 

Finally, I think we have to increase significantly our penetration 
of the Vietnamese civil and military bureaucracy at the corps and province 
levels, despite the political risks involved. It doesn't make much difference 
whether we do so formally or not; but the effect must be that Americans 
interpose themselves much more directly in the chain of command between 
Saigon and the villages. Eventually this may mean an increase both in the 
American military and civilian presence in the countryside; but the first 
priority is to get those men that we already have in the field more intimately 
involved with the pacification program. There are many devices for doing 
this, such as the joint provincial committees, which are already being 
used. Both the Americans and the Vietnamese I talked to in Saigon seemed 
to agree that there will be less opposition to this kind of encadrement than 
one might expect. Putting our people into the ministries in Saigon is a more 
difficult and politically more touchy problem and may not be as necessary. 
It would probably be more effective to stimulate our own officials to be 
more energetic in following up actions with their Vietnamese counterparts. 

-..!:f O~ SE GR_:i:,_,T __ 



4. 

We have to get the Vietnamese to concentrate more on the 
war and less on their individual political ambitions. This could be done, 
I think, by being far more vigorous than we have been in following up 
specific questions with them. It would also be a great help if we engaged 
them in a real effort against the North. 

Michael V. For re stal 

--- TOP SECRET 
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APPENDIX TO MEMORANDUM ON SOUTH VIETNAM 

Ambassador Lodge 

Ambassador Lodge has devoted most of his attention and efforts 
to maintaining an uneasy balance among the constantly shifting political 
factions in Saigon. His acute sense of politics has served him well 
in this respect, and he has achieved a useful kind of standing with the 
Vietnamese. They are a little frightened of him. His somewhat distant 
attitude has enabled him to avoid getting embroiled in local maneuverings 
and has added considerably to the weight of the advice he gives. 

Unfortunately, the Ambassador has had neither the interest nor 
the time to concentrate on getting his own American community organized. 
This is partly because management is not one of his talents and partly 
because he has not found anyone on his own staff to whom he will delegate 
his fundamental authority to lead the American effort. I think he would 
give a rather free hand in this respect to a clearly competent official 
who made a real effort to gain his confidence. 

Although Ambassador Lodge has virtually no effective communica-
tion with General Harkins, he is developing confidence in General Westmoreland, 
despite the unfortunate episode of Nixon and the helicopters. General 
Westmoreland has gone out of his way to emphasize the essentially political 
nature of the war and has convinced Ambassador Lodge that he· is 
receptive to political guidance. 

Lodge is acutely aware of and quite frank about his strange political 
position as Ambassador. He senses a tendency towards record-making in 
his correspondence with Washington. He volunteered that he would under 
no circumstances make a public issue of any differences with the Adminis­
tration on policy in Vietnam. While he felt that the President had a right 
to his advice, he also felt that the President had the right not to take it 
without fear of creating a political issue. The vehemence and sincerity 
with which Lodge discussed this subject has led me to conclude he would 
not kick over the traces under any circumstances we can now foresee. 

Although I tried to sound him out on his personal plans, both before 
and after Oregon, I could not get a clear picture of his intentions. He 
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said that he wanted to serve the U.S. in the most useful way he could, 
but he did not intend to spend the rest of his life in Saigon. On several 
occasions he made it clear he wanted to continue to serve the Government 
in some capacity, either in Washington or abroad. 

I would hazard a guess that Lodge will stay in Saigon for the 
immediate future, unless he concludes that his presence in the United 
States in July might make the difference between Goldwater's succeeding 
or failing in capturing the nomination. He seems convinced that a Goldwater 
victory would destroy the Republican Party. I do not think, however, 
that he has any real hopes of getting the nomination himself or that he 
would make the effort to do so. 

~ 
Michael V. Forrestal 
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M y 27 • . 1964 

MEMORANDUM TO -THE PRESIDENT 

H re ls an important m mo~andum fro · · M ike Forr stal 
which ma:y help you as you think about the basic problem i.n 
Southeast Asta. 

l hav .-ranged for ~ alter Lippmann. to b here at 4 o' clock. 
He wlll be waitlttg ltt n1y office;. At 3 :45 we will have the · 
m tt iia wbleh need ctlon before the weekend ready for 
presentation to you i a me.etln which I think houtd include 
Ball. M cNaniara. T ylor., McCone, and mysell. My current 
theOlt'f 011 your meeting with Lippmann ls that lt wUl be most. 
effective U it ls coniined. to McNamara. Uppmano, and myself. 
But Oeorge Ba.ll l an ol.d friend of VI lter'•• and you may wi'ah 
t.o add him in.. 1 will check-thta with you at 3 :45. unlee 
you call me eoon•r • 

.... .._., 

Meo. B • 
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THE WHITE HOUSE 

WASHINGTON 

May 26, 1964 

MEMORANDUM 

South Vietnam 

Here in brief are the major impressions I developed during my 
two~week stay .with Ambassador Lodge in Saigon. 

Progress of the War 

I cannot answer the question of whether we are winning· or losing. 
The situation varies from place to place. If I were forced to sum it up, 
I would say that there has been a slight improvement overall in the 
last month, but that the trend has definitely not yet turned in our .favor. 
Politically, the most damaging aspect of the military situation is the 
fact that Saigon is still in the center of a doughnut of Viet Cong controlled 
territory. Little or no progress has been made in clearing and holding 
these critical provinces surrounding Saigon. The impact of this on the 
psychology of everyone living in the capital (including the U.S. press) 
is very depressing. 

Efforts of the Government of Vietnam 

On the debit side of the ledger, General K.hanh has not been able 
to attract the loyalty of the politicians in Saigon. Without a dramatic 
change in the military situation (either a success or something l.ike an 
action against the North) he may never be able to. The war has gone on 
so long without a decisive turn one way or the other that people in Saigon 
have adjusted to it as a way of life. Consequently, political bickering among 
factions in the French fashion continues. The longer this continues, the 
weaker the central government becomes. 

There is a definite possibility of .a religious war between Catholics 
and Buddhists. It is going to take all the pressure we can bring to bear 
on both sides to keep it from crippling the war effort. Lodge is doing his 
most effective work on this problem and may be 'able to squeek through 
the next few critical weeks without a religious crisis. 

Vietnamese bureaucracy is still having the greatest difficulty in 
cranking itself up to fighting the war in the countryside; this is partly 

because of the shortage of trained people and partly because there just 
isn't the necessary sense of .urgency. 
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On the credit side of the ledger, Khanh has gotten the services 
of as good a group of civilian ministers and sub-ministers as Vietnam 
has ever had. This is particularly true in budget, economics and 
finance. Most of them are younger people who have been trained in the 
West. They are by no means perfect, but they are head and shoulders 
above the average. 

The psychological boost of the President's message to Congress 
requesting ~ supplemental appropriation was great. We were able to 
follow it up quickly with negotiations on assistance for fiscal 165. As a 
result there is now a feeling in some of the ministries in Saigon to get 
out and spend whatever amount of money is necessary to get goods and 
services out to the provinces. It will take a much greater U.S. effort, 
however, to make the civil service outside of Saigon function with any 
effect at the grass roots. 

U.S. Efforts in Vietnam 

Our own team in Saigon is badly coordinated, and some parts of 
it are in ~ shambles. The Embassy is functioning well in dealing with 
immediate political problems, such as the r e ligious crisis, and damping 
down of coup plots and rumors. However, Ambassador Lodge has not 
yet developed an instrument for managing the total U.S. e#ort. He is 
not particularly interested in performing this function himself, and he 
has nobody on his staff who seems to be able to do it. 

The military co:qimand (MACV) has been vastly improved by the 
recent reorganization; and ·such coordination between U.S. agencies as 
there is takes place because of the efforts of General Westmoreland. He 
accomplishes this by taking the Deputy AID Director and the USIS Chief 
with him on his trips to the provinces and using these occasions to discuss 
and coordinate specific actions under the pacification program. I doubt 
that General Westmoreland can keep this up for very long in view of his 
other responsibilities; and in any event it' tends to leave the Embassy out 
of the picture and increase the danger of having another split in our own 
ranks. 

The AID Mission is in a very bad state. There is no leader ship, 
morale is low, and consequently there is bickering between Mission 
personnel. I would give first priority to effecting the changes in AID 
personnel in Saigon which have already been agreed here in Washington. 

l'OP SECRET 
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Sugg'e stions 

I have brought back two very strong personal opinions: 

First, the United States must take a fairly dramatic step soon 
against the North, not only to respond to Hanoi 1 s actions in Laos and 
increased Viet Cong activity in Vietnam, but also to develop a sense of 
urgency in GVN civil and military _personnel. · A bit of a shock is needed. 
There is a risk that the structure hi Saigon is already so weak that it 
might not be able to withstand a strong reaction from Hanoi; but I am 
convinced that the structure will get weaker, rather than stronger, if 
we do nothing. 

The second area in which we must act very quickly is the 
strengthening of our own organization in Vietnam and getting it much 
more deeply into the battle in th~ provinces than it now is. 

We must find a civilian U.S. official who can compensate for 
Ambassador Lodge's lack of managerial talent. He has got to be a man whom . 
the Ambassador trusts and of sufficient stature to be able to work easily with 
General Westmoreland, CIA, and the AID Director. 

We must speed up the additions to and changes in the personnel of 
the AID Mission, which we have already agreed to here ' in Washington. 

Finally, I think we have to increase significantly our penetration 
of the Vietnamese civil and military bureaucracy at the corps and province 
levels, despite the politi~al risks involved. It doesn't make much difference 
whether we do so formally or not; but the effect must be that Americans 
interpose themselves much more directly in the chain of command between 
Saigon and the villages. Eventually this may mean an. increase both in the 
American military and civilian presence in the countryside; but the first 
priority is to get those men that we already have in the field more intimately 
involved with the pacification program. There are many devices for doing 
this, such as the joint provincial committees, which are already being 
used. Both the Americans and the Vietnamese I talked to in Saigon seemed 
to agree that there will be less opposition to this kind of encadrement than 
one might expect. Putting our people into the ministries in Saigon is a more 
difficult and politically more touchy problem and may not be as necessary. 
It would probably be more effective to stimulate our own officials to be 
more energetic in following up actions with their Vietnamese counterparts. 

TOP SECRET-
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We have to get the Vietnamese to concentrate more on the 
war and less on their individual political ambitions. This could be done, 
I think, by being far more vigorous than we have been in following up 
specific questions with them. It would also be a great help 'if we engaged 
them in a real effort against the North. 

Michael V. For re stal 
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APPENDIX TO MEMORANDUM ON SOUTH VIETNAM 

Ambassador Lodge 

Ambassador Lodge has deyoted most of his attention and efforts 
to maintaining an uneasy balance among the constantly shifting political 
factions in Saigon. His acute sense of politics has served ~im well 
in this respect, and he has achieved a useful kind of standing with the 
Vietnamese. · They are a little frightened of him. His somewhat distant 
attitude has enabled him to avoid getting embroiled in local man.euverings 
and has added considerably to the weight of the advice he gives. 

Unfortunately, the Amba!3sador has had neither the interest nor 
the time to concentrate on getting his own American community organized. 
This is partly because management is not one of his talents and partly 
because he has not found anyone on his own staff to whom he will delegate 
his fundamental authority to lead the American effort. I think he would 
give a rather free hand in this respect to a clearly competent official 
who made a real effort to gain his confidence. 

Although Ambassador Lodge has virtually no effective communica-
tion with General Harkins, he is developing confidence in General Westmoreland, 
despite the unfortunate episode of Nixon and the helicopters. General 
Westmoreland has gone out of his -way to emphasize the essentially political 
nature of the war and has convinced Ambassador Lodge that he is 
receptive to political guidance. 

Lodge_ is acutely aware of and quite frank about his strange political 
position as Ambas.sador. He senses a tendency towards record-making in 
his correspondence with Washington. He volunteered that he would under 
no circumstances make a public issue of any differences with the Adminis­
tration on policy in Vietnam. While he felt that the President had a right 
to his advice, he also felt that the President had the right not to take it 
without fear of creating a political issue. The vehemence and sincerity 
with which Lodge discussed this subject has led me to conclude he would 
not kick over the traces under any circumstances we can now foresee. 

Although I tried to sound him out on his personal plans, both before 
and after Oregon, I could not get a clear pictur·e of his intentions. He 
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said that he wanted to serve the U.S. in the most useful way he could, 
but he did not intend to spend the rest of his life in Saigon. On several 
occasions he made it clear he wanted to continue to serve the Government 
in some capacity, either in Washington or abroad. 

I would hazard a guess that Lodge will stay in Saigon for the 
immediate future, unless he concludes that his presence in the United 
States in July might make the difference between Goldwater 1 s succeeding 
or failing in capturing the nomination. He seems convinced that a Goldwater 
victory would destroy the Republican Party. I do not think, however, 
that he has any real hopes of getting the nomination himself or that he 
would make the effort to do so. 

~ 
Michael V. Forrestal 
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THE WHITE HOUSE / 

WASHINGTON ---

May 26, 1964 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Pierre Salinger and Brazil 

I reached Pierre Salinger last night, and before I could say 
what was on my mind, he said "I know what you are calling 
about, and I am sorry." I nevertheless gave him the argu-
ments that you and I discussed -- that our dealings with Brazil · 
were based on the recommendations of Linc Gordon, George 
Ball and Dean Rusk -- all Kennedy men -- and that the fact of 
the matter was that Tom Mann 'had been in favor of a slightly 
slower and cooler expression of support. I also told Pierre that 
there had not been a question of recognition, a point which he said 
he understood - - so as a matter of curiosity I am sending for a 
copy of the Meet the Press transcript to be sure just what he did 
say. 

Pierre asked me to tell you two things: 

First, that he makes it clear in every speech that he is running 
as a strong supporter of the Johns on Administration; 

Second, that on the particular question of Brazil and Generals in 
Latin America, he simply has to take account of the fact that there 
are more than a million Latinos in California, and they hate Gen­
erals. I told him that we were not asking him to defend Generals 
or even to explain Goulart, but that he ought to know the facts and 
he ought not to sound as if he were critli;}izing a specific Johnson 
Administration decision. He took the point, and I think there will 
be no repetition. 

I am only sorry that I did not call him on SunClay before Meet the 
Press. 

McG. B. 

s 



TH E WHITE Hous e: 

--TOP SECR:E:T 
WASHINGTON 

May 26, 1964 

MEMORANDUM FOR THE PRESIDENT 

Subject: Talking Points at 4:30 Meeting with Republican Sen~tors 

1. I have asked for this meeting in order to talk straight with you about the 
situation in Southeast Asia and to have a chance to exchange thoughts about some 
very serious possibilities that may lie ahead of us. 

2. I will ask Secretary Rusk to describe briefly the immediate diplomatic cr1s1s 
over Laos and Cambodia and to comment generally on the political situation in 
South Vietnam. 

3. I will then ask Secretary McNamara to report on his own most recent visit to 
South Vietnam. Some of you may have heard this report, but its essentials have 
been brought up to date and confirmed by Mr. Michael Forrestal who returned 
yesterday, and it is worth hearing in outline. 

4. I will then ask Director McCone to give a brief estimate of the forecast 
which the intelligence community now gives of possible further weakening in the 
situation in Laos and South Vietnam in coming months. 

5. I hope that we can then have a general discussion. 

6. Finally, I would emphasize in opening the meeting that while in one sense 
these are small scale problems involving small scale countries, 

- - and while each country and even each province has a 
separate set of tricky questions (even the names of the actors are hard to 
remember and pronounce) 

- - and while i 
comic opera aspect 

11 •H aR the whole struggle in Laos has a 

- - nevertheless what is ....e at stake overall is whether the 
Communists will take over Southeast Asia -- by a process of subversion and 
terror and general nibbling. 

7. It is in this large framework - - the U. S. national interest allli the future 
of Southeast Asia -- that I hope we will all be thinking as the discussion goes 

DECL SSIFIE 
~~~--
McG. B. 
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May 26t 1964 

MEMORANDUM FOR THE PltESIDENT 

1 reached Pier•• SaUager last algbt. and. betoi-e l coul<l say 
what war; oa my mtrut, he sale\ "1 know what you are caWaa 
aboat. and I am 9,oi-ry. 0 J nevet'tb.eleaa gave blm the awp­
ment• that you aod I dlecuseed .... Chat ou.i- deallna• wltli Bra.ail 
were baeed cm the recommendaUona of Linc Gord~ Geo•s• 
Ball ancl Deaa Buak ••all KeQn.cly mea •• bd that the fact of 
the matllr waa that Tom Mann bad been ln favoi- of ,a •lightly 
alower aa4 cooler expr·e• eloo. of aupput.. I also told Pler)l'e that 
there bad aot been a •ae•tion of recognttloa, a pobtt which be said 
be under•tood •• so u a matter of eiulo-alty I am ••ndlag to• a 
copy of the Meet the Presa t~aucr•pt to be· eure Just what he 414 

.say. 

Pierre asked me to tell YCKl. two thblgan 

.l"ll'at. tbai he make• lt clear fa every epeech that he ls rwudna 
aa a etroog eu.pportel" of the Sobuon AcbJdalstratlon: 

Seeoa4, ·tbat on th•· putlcular queatlon of Brazil .and Generals in. 
Ladt\ Amel*lca, ae elmply baa to tab account of '.the fact that the.re 
ate moi;e thaa a million Latlaoa .tn Callfornia~ aa4 they bate Gen· 
erale. I told him that we we,..e aoc ask.lng him to def end Geaetal• 
or eVlm to explain GO\\la:rt. wt that he ·OU&ht ·to .kaow the facts eAd 
he cusbt uot to 1ound aa u· he we•e crttiall•lns a .1pecUlc Johnaon 
Admluletrattoa declslon.. He took the point, and I th1nk there wlU. 
be ao repetition. 

l am only sorry that 1·dt4 not call him on Sunday belon· Meet the 
Preas. 

McG. B, 

7 



May as. 1964 

ME MORANDUM ir·o;a THE PRESIDENT 

ln the llght of you.r tl"avel plau, Jack Valenti .a.nd l aow suggest a 
joint me ting of ~nd the Cai>lnet in memory of President 
Kennedy! on W '~r_, at 10!&1> AM. Thia would bring together 
in oa. piace about fifty people who worked !or Pr sident Kenn uy 
and who now work for you. from essentially four areas: 

l . Sub- Cabinet. 

2 . The heads of ag·encies. who have tubstantial business wi th 
the P r eeldent. 

3. Suh• Cabln-et and eiaff who have ha.d and have direct a.eeeas 
to tl1e Presldem. e . g. Qeorg Ball and Cy Va11co. 

4 . Senior mem.be.r· · of the White House and NSC ataf£1 whose 
first eeaae of allegiance i• to the P resident bbnself. 

The total list from tbeee fou.r eateg·ortos i.• e follows: 

1. Tbe Cabinet. 

Z2 0 Otho·r _ g.ene-te · 1 

Davld Bell 
W lter Helle~ 
Kermll Gord.on 
John McCone 
Ed eDerm.ott 

Olerm Seaborg 
Janle& Webb 
Governor. Uerter 
William Foster 
General Taylor 

3. .Sub-.cabiaet members who have aeen the PrE)stdent often: 

Oeorge Ball 
C-y Va'ftce 
Av•rell Harrhnan. 

Paw Nitze 
Gea-e Z uckert 

--



4. White Hou.ee Staff: 

Mr .• B@dy 
Ml'. O' Donnell 
Mr . Dungan 
Mr. O'Brien 
M~ . Powers 
Mr. Feldnlan 
Mr. McNally 
Dr. Dnrtley, 
Oeaeral Clifton 

- 2 -

M~. B:romloy Smith 

Mr . Lee White 
Mr . Henry Wil•ou 
lvb: . .M:anato• 

. Mr . Det.autele 
Mr . Holborn 
Mr . Goodwin 
Mr. Komer 
Mr. Forre.s·tal 
~. Brubeck 

I think you. wUJ be your own epokeeman. on this occasion. but if~~u 
waQt a few ideas, Dlck Qoodwia or l will be delight ed to oblige. 

McQe.orse Bundy 



TH E WHITE HOUSE 

WASHIN G TON 

May 25, 1964 

MEMORANDUM FOR McGEORGE BUNDY: 

The President will be in New York City Thursday evening, May 28. 
Mr. Valenti has no indication of when he plans to return from New York. 

The President is leaving for the LBJ Ranch in Texas sometime on 
May 29. Mr. Valenti has not been given any indication of what time we 
should leave o 

I have checked the schedule at P r.:esident Kennedy's gravesite for 
the day of his birthday, May 29. There are various groups at 8:30 a.m., 
9:00 a.m°' 9:15 aom., 9~30 a.m. and 10:00 a.m. scheduled to lay 
wreaths, etco, at the grave. 

A group of allied off~cers is laying a wreath at 10:30, and another 
group from Falls Church is laying a wreath at 11 o'clock. The Military 
District of Washington people tell me that the group of allied officers 
could easily wait a few minutes if a group headed by President Johnson 
were to come over there. 

My recommendation is that the President assemble the group of 
people we talked about here at the White House about I 0 o'clock and, after 
a brief statement, have us all get in cars and be escorted over to the ceme­
tery and driven up close to the gravesite. 

The Military Aide's office will provide a wreath, which the Sergeant 
of the Guard will have on hand, and we will go through a very brief wreath­
laying ceremony upon our arrival. After the people in the party get a 
chance to file past the grave, we will return to the White House, and any_ 
time after that the President can take off for Texas. 

If we assemble at 10 o'clock, the President should be able to return 
here by 11 o'clock at the latest, if we move out promptly. 

As an alternative time, we could have this performance at the grave­
site anytime between 11: 10 and I 2 noono 



It is my recommendation that we hold the publicity on this to a 
minimum. I don't believe that we should have television newsreels 
and all the cameramen who would follow us over there. Whatever 
press coverage is granted should be done as discreetly and quietly as 
possible, maybe with a very small photographic pool; otherwise, the 
President will get some criticism for making it an extravaganza. 

You wanted to be reminded to talk this over with the Attorney 
General if the President concurs in our plano 

TED CLIFTON 

P. S. The President seldom appears in public without some sort of an 
Honor Guard, and it would seem to me appropriate that we have 
a small group of soldiers there of all the services, say about 4 
from each service including the Coast Guard, as an honor platoon, 
with the Colors including the President's flag, at the gravesite 
when we have this ceremony. They would be called to "Present 
Arms" and would hold this salute while the President places the 
wreath; then when they gave "Order Arms", the ceremony would 
be over. I don't believe we should have any bugler playing Taps 
or any music, but that would be optional. 

If you will get all these points checked, I will get it lined up 
properly with the Military District of Washington and the Secret 
Service. 



ATTACHMENT 

Recommended List 

As we discussed, the basis for this list is primarily all of those 
members of the President's official family, as nearly as we can make 
it, who served both President Kennedy and now continue to serve Pres­
ident Johnsono 

We a s h-G~hat the wives should be invite me of 
them would feel hurt if they -l!-- no opportunity on the President's 
birthday to pay t pects o It certa.In y sbG- d not be obligatory, but 
the be included if they so desireo 

A recommended list: 

Members of the Cabinet a::nd theh wives 

From the White House Staff: 

Mro Bundy 
Mro O'Donnell 
Mro Dungan 
Mro O'Brien 
Mro Powers 
Mro Feldman 
Mr. 'McNally 
Dr. Burkley 
General Clifton 
Mr. Bromley Smith 
Mr. Lee White 
Mro Henry Wilson 
Mr o ·Manatos 
Mr o Desautels 
Mr. Holborn 

flt\ r .. Cjt9--0&w~ ~ 
T~ Chiefs of StafJ 

..ki g, ("O '- ' 0 f'ie \ti! :::-

(.A.dmir a 1 J\4-e-Donald and Genet al 1/lheele:r will not 
b ommana:ant-of-t-hg- M .ar.in_e C o..r..ps, 

was appointed O"n:-f.7e.c~rnb-e-r 31.) . , 
~. K c~ 

~ 17(/l/\ ·(!Pfrd. 
/rlA () ~t ~ ,.(,._ 
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Other agencies: 

Dave Bell 
Walter Heller 
Kermit Gordon 
John McCone 
Ed McDermott 
Glenn Seaborg 
Jim Webb 
Christian Herter 
' lotJ...e ~<m- 1' e ~r{v1.... 

' 

Subcabinet members who occupied positions of importance: 

George Ball 
Averell Harriman 
Cy Vance 
Gene Zuckert 
Paul Nitze 

Mac Kilduff from the Press Office should be asked to supervise any 
press coverage of this, and that will make a reason for his attendance. 

Our two White House photographers, Captain Stoughton and Chief 
Knudsen, should certainly be included and their wives should be allowed 
to come because they were closely associated with President Kennedy and 
are still associated with President Johnson. 

Mrs. Johnson should be alerted early if the President wants her to 
come. 
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THE WHITE HOUSE 

W ASH IN G TO N 

DRAFT May 25, 1964 

TOP SECR:i:T 

MEMORANDUM TO THE PRESIDENT 

SUBJECT: Basic Recommendation and Projected Course of Action 
on Southeast Asia 

I. Basic Re commendation 

1. It is recommended that you make a Presidential decision that 
the U. S. will use selected and carefully graduated military force against 
North Vietnam, under the following conditions~ ( 1) after appropriate 

.diplomatic and political warning and preparation, (2) and unless such 
warning and preparation - - in C'ombination with other efforts - - should 
produce a sufficient improvement of non-Communist prospects in 
South Vietnam and in Laos to make military action against North 
Vietnam unnecessary. 

2. This basic Presidential decision is recommended on these 
premises: 

·( 1) that the U. S. cannot tolerate the l oss of Southeast Asia 
to. Communism; 

(2) that without a decision to res ort to m ilita r y action 
if necessary, the present prospect is not hopeful, in South Vietnam or 
in Laos; 

(3) that a decision .to use force if necessary, backed by 
resolute and extensive deployment, and conveyed by every possible means 
to our adversaries, gives the best present chanc~ of avoiding the. actual 
use of such force. 

3. It is further recommended that our cle ar purpose in t hi s decision 
should be to use all our influence to bring about a major reducti on or 
elimination of North Vietnamese interfere n ce i n Laos and in South Vietnam, 
and not to unroll a scenario aimed at the use of force as an end i n itself. 
We will have further recommendations on the ways of stating U.S. objectives. 
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4. It is further recommended that in the execution of this decision 
all separate elements of the problem (political, diplomatic, economic, 
and military) and all separate geographical elements of it {in Laos, 
in South Vietnam, in Cambodia, and in North Vietnam itself) should be 
treated as parts of a single problem: the protection of Southeast Asia 
from further Communist encroachment. 

5~ It is the hope and best estimate of most of your advisers that 
a decision of this kind can be executed without bringing a major military 
reply from Red China, and still less from the Soviet Union. It is also 
the prevailing estimate that selective and carefully prepared military 
action against North Vietnam will not trigger acts of terror and military 
operations by the Viet Cong which would engulf t h e Khanh regime. 
Nevertheless, it is recognized that in making this decision we must accept 
two risks: ( 1) the risk of escaiation toward major land war or the use 
of nuclear weapons; (2) the risk of a reply in South Vietnam itself which 
would lose that country to neutralism and so eventually to Communism. 

II. An outline of the proposed sequence of actions 

It is our current estimate that the actions which follow should be taken 
in the order in which they are listed. Especially in the later stages it 
might well be important to modify the sequence in the light of the 
development of events. In each major stage, moreover, there would be 
a number of connected actions. Finally, it must be ·remembered that the 
enemy has choices, too, and that this sequence might therefore be truncated 
or drastically modified by the actions of others. 

{ 1) A Presidential decision as outlined in I. above. 

(2) The establishment of communication with Hanoi {through the 
Canadians) and with other adversarie.s of major importance 
(USSR, France, · Red · China). 

The purpose of these communications would be to make very 
clear both the seriousness of U. S. will and the limited character of U.S. 
objectives. We intend that Communism shall not take over Southeast Asia, 
but we do not intend or desire the destruction of the Hanoi regime. If terror 
and subversion end, major improvement in relations is possible. It is only 
if they do not end that trouble is coming. 

TOP SECRET {page_2_ of_5_page s) 
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(3) A Honolulu conference and discussions with Thailand • 

This meeting, which might occur early next week, would be 
directed to the establishment of full understanding with Ambassador Lodge 
and MACV, and to possible intense consultations with Ambassador Unger 
and Ambassador Martin from Thailand. At the same time, or just 
after, we would communicate our basic determination and our opening 
strategy to the governments of Thailand, Laos and South Vietnam. 
This Honolulu meeting would imply major decisions also to intensify 
our efforts in South Vietnam (along lines to be presented in a separate paper). 

(4) Action at the UN. 

This would probab~y take a double form: 

(a} in the broadest terms , we would present the pr oblem of 
Communist aggression in Southeast Asia, together with much hitherto 
secret evidence proving Hanoi's responsibility; 

(b) in parliamentary te rms, we would probably ask a 
resolution confined to the Pathet Lao aggression in Laos. · It is the 
current estimate of our UN experts that on a wider resolution involving 
South Vietnam we might not have the necessary seven votes for affirmative 
action. The one thing we do not want is to take our basic political case 
to the UN and fail to muster a majority. 

The basic object of this exercise would be a double one: 

(a) to give worldwide publicity to the basic problem 
through the voice of Stevenson, and 

{b) to make . it perfectly plain if we move to further action 
that we had done our best at the UN. 

{5) A formal announcement by us and by our friends that the 
requirements of the UN resolution (whether or not it was vetoed) 
are not being met. 

The purpose of this step is to clarify again that we have tried 
the UN and that it is not our fault that there has been an ina~equate response. 

TO~ ~~CR;g;T {page_3_of_5 __ p_age s) 
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(6) Consultation of SEATO allies. 

We believe this should take place both by a meeting of the 
SEA TO . Council in Bangkok and by more intense consultations in the 
capitals of the more energetic members of SEATO, notably Australia, 
New Zealand, Great Britain, The Philippines, and Thailand. V!e do not 
expect Pak or French support. The object would be to obtain basic 
agreement on the next steps toward action and commitment' of forces 
at as high a level as possible. 

(7) The first deployments t oward Southeas t A sia-of U. S. and, 
hopefully, allied forc es . 

It is our recommendati on tha t the-se deploy ments be on a 
very l arge scale, from the b e ginning , so .as to max i mize their deterrent 
impact and their m e nace. We r epe a t our view that a p ound of threat 
is worth an ounce of action - - as l ong as we are not b l uffing. 

(8) A Congressional Re solution . 

We agree that no such re soluti on s h ould b e sought until 
Civil Rights is off the Senate cale n dar, a nd we b e lie ve t hat the p r eceding 
stages can be conducted in such a way as t o le ave a f ree choice on the 
timing of such a resolution. Some of us recomme n d that we aim at 
presenting and passing the resoluti on b etw een -the ·passage of Civil' Rights 
and the convening of the Republican Conve n tion. Ot hers believe that delay 
may be t o our advantage and that we coul d as well handle the matter later 
in the summer, in spite of domestic politics. 

(9) A further and expande d d e ployment of military force toward 
the theater. 

The object of this continuing deployment, after the passage 
of the re sol ution, is to give still more time for threat to do the work of action. 

( 10) Initial strike against .the north. 

This would be very carefully designed to have more 
deter rent than destructive impact, as far as possible. This action 

--T~Or.tP~Sr.t:E~c~RHE~Tr--(page_4_of_5 ___ page s) 
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would be accompanied by the simultaneous withdrawal of U. S. 
dependents from South Vietnam and by active diplomatic offensives 
in the Security Council,. or in a Geneva Conference, or both, 
aimed at restoring the peace throughout the area. This peace­
keeping theme will have been at the center of the whole enterprise 
fr om the be ginning. 

McG. B. 
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~ DECLASSIFIED 
MEMORANDUM FOR THE PRESIDENT R tf. / Y" 

A. ::11.1.. •t <~ o_/fJ -77, ))5 c. -1 -
UW.!On Y ~~ c:> ,c 

SUBJECT: WHEAT TO THE BLOC By. d 4 , NARS, Date t:: - 7- 7 / 

We had a meeiin& Thursday about possible furtbe~ sales of U. S. wheat 
to the Sloe wtth, people from State (Thompson. Johnson.),. A grlcultu:re 
(Murphy), Commerce {Roosevelt, Behrman •• Nick Johnson was unable 
to join us). Labor (Wlrt:t}, CIA (Cllne), Mike Feldman. and also 8udget 
ttnd T r-eaeu:ry. The following emer:ged: 

1. Unless their weather turne sour, the outlook for another U ~ s. sale 
during the n~t few monthe is poor. Our . evidence i• that tbo Soviets 
.found their last trade with ua dU'flcull and unrewarding,. and wiU c:er­
tainly not put Wt fir· tin their list of poselble sourcee. 

Z. lf our1 wheat people- are to havt any chance in the near future, and 
a reasonable chance over the long l'Ull• we must offer commercially 
competitive tei'm& .... match the Australians and Canadians. The· 
Russians will not be lntereeted ..... Tommy made a etrong point of thts ..., ... 
elCcept in a good buy, 

!. That of course means doing somethtn.s about ehipping and the unions. 
It was ptopoaed that we follow a two-pronged strategy: 

. ' 

Work .out, o\rer the next s•veral months, a eenslt>le 
Iona-term ma,,.itlme polky which would become a part 
of your .FY 1'166 program. (Frank Roesevelt did not 
think lt would cost much money. I wondet . J Any · 
beginning• we ean make ln the lnterlm will help us 
wltb. the Unlon. 

A 8 an intetim measure - • to be undet"stood as such by 
·the. labor people .... try to strlke an info&'mal bargain bnder 
which the unions would give up 50:50 on wheat to the Bloc, 
in J"eturn tor a '.commltme:nt by Ag,dcultu.-e· to go cor• 
t"espondlngly higher than 50:50 on PL 480 (by an amount 
equal to half of any tonnage a~tually shipped to the Bloc), 

-CGNF-l&ENT!A-.b---_ 
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subject &o tbe availability of u. s. catwie•s. tT~t may 
cau•• trouble: PL 480 ehtpmente tend to be bunched 
and to overlap wlth heavy ••aeonal taafflc: in oil. But 
we shall try t.o wo_.k O\lt ·a •cheme,.} 

4, Subject to your ·tnatructlons with reepe:ct to the above, .F.eldman. 
IJa• agreed to nm an lnterdeputmental 1•oup wldeh WO\lld try to improve 
our pc)s·ture on maritime proW.eme In both ebort r ·aug:e and lons ranse 
terms. 

5. Sine• 1'h\lreday•a meeting we have bad a feeler from one ol the 
grain tradete as·king what term• they could ~-- to .Moa~ow tn an effort 
to compet·• with the Canadians. We are aeldn& Bill Wi~ta for a o•ash 
exploration wlth the labor people. but we doubt if we will be in a posl• 
tlon to make e.ny commitmen~ to our g'taln trade ln tlie next few daye • 
ThlS ta an Immediate aample of th•' g:onetal problem. 

McG.; a. 



May 23, 1964 

MEMORANDUM FOR THE PRES,IDENT 

The attached is a further report from Dave 
Bell on the use of foreign aid funds. The 
most. intere,sting sheet is the last, which 
is an informal document showing · the firEJt 
real a .ction so far to spend "pipeline" f .unds. 
I now have; a bright young economist 
following this ae his first oi-der of business, 
and your prodding is beginning to show 
results. 

McG. B. 

_t 
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T HE WHITE HOUSE 

WASHINGTON 

T.Q.P-- SEC~T May 22, 1964 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: PLANNING ACTIONS ON SOUTHEAST ASIA 

A small, tightly knit group meeting at :m.y call has now had two long 
sessions in working forward the two basic plans which you asked for 
Wednesday afternoon. Today's se,f!ision had the benefit of the full­
scale participation of both Bob McNamara and George Ball. 

I. A group under William Sullivan is now preparing a basic statement 
of a three to six month pro gram for major stiffening of our effort in 
South Vietnam, essentially by marrying Americans to Vietnamese at 
every level, both civilian and military. (The direct military aspect 
of this stiffening is being studied by General Goodpaster and members 
of the Joint Staff.) The object of this exercis:e is to provide what 
Khanh has repeatedly asked for: the tall American at every point of 
stress and strain. This cannot be done overnight, but for the first 
time there is agreement that we must prepare a means to do it. The 
persuasion of Lodge and his relation to such an effort are tricky 
problems to which outline answers are being prepared. 

2. An integrated political-military plan for graduated action against 
North Vietnam is being prepared under John McNaughton at Defense. 
The theory of this plan is that we should strike to hurt but not to 
destroy, and strike for the purpose of changing the North Vietnamese 
decision on intervention in the south. This is easier said than done, 
but McNamara has confidence that we have the military means as long 
as we have the political will. 

3. An estimate of enemy reactions to both of these plans is being 
prepared on a crash basis by a task force of the intelligence com­
munity under Chester Cooper. This task force will examine in par­
ticular such sensitive questions as whether the Chinese or the Soviets 

/~ 

\ 

would intervene and the equally edgy question whether the North Vietnamese 
reply to air strikes might be an irresistable increase of action against 
the shaky regime in South Vietnam. (Bob McNamara thinks this is not 
likely, but others are more worried.) 



-2-

4. A small group under George Ball is drafting alternative forms 
of a Congressional resolution so as to give you a full range of choice 
with respect to the way in which you would seek Congressional 
validation of wider action. The preliminary eonsensus is that such 
a resolution is essential before we act against North Vietnam, 'but 
that it should be sufficiently general in form not to commit you to any 
particular action ahead of time. Our hope is that you might be able 
to persuade Dick Russell to accept a three-day truce in Civil Rights 
on straight patriotic grounds. 

5. I am meeting thitit:- afternoon with Douglass Cater to make sure 
that he understands this whole situation and to ask him to begin ·drafting 
a speech or statement which would precede any new action on any of 
the above fronts. 

6. Drafts of all of these plans and papers are to be submitted to my 
office in time for duplication and distribution the first thing Sunday 
morning. The working group plans to meet on Sunday morning 
and will be ready to report to you in a preliminary way at any time 
after lunch. My suggestion is that you might wish to have such a 
consideration in the latter part of Sunday afternoon. 

McG. B. 
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~,.... THE WHITE HOUSE 

WASH I NG TON 

May 20, 1964 

saGGlfPIEEN !IXL 

MEMORA NDUM FOR THE PRESIDENT 

SUBJECT: Rumania 

The attached message is one of a serie s from Rumania which 
points up important developments in that Soviet sate llite. The 
Rumanians have been striking out on an independent course 
from Moscow, and the directiqn in which that satellite is 
moving resembles the course Tito took in 1948. The differ­
ence between the Yugoslav situation sixte e n y ears ago and the 
Rumanian development is that Moscow is now under different 
management and the Kremlin is unable, and perhaps even un­
willing, to carry on the kind of battle that Stalin waged against 
Tito. 

If this is the case, the Harriman talks with the Rumanians, now 
taking place her e , could have greater significance than we first 
thought. 

Those discussions, incidentally, are going very well. The 
Rumanians have indicated willingness to accept the conditions 
we have imposed for political and security reasons and they have 
indicated their readiness to accept a balanced package -- including 
political concessions which gives us a prop e r quid pro quo. 
By the end of the week we should have a more precise idea of 
what the Rumanian bargain will look like and a clearer view of 

the alternatives before us. 

DECLASSIFIED 
E.O. 12958, Sec. 3.5 

NSC Memo, 1/30/95, State Dept. Guidelines 
By , NARA, Date -1 - ... q 
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epartment of tate 

CONVIlliNTI-1 l. 
Control: 1418 9 
Rec'd: May 18, 1964 

5:17 p.m. 
FROM: Bucharest 

ACTION: Secstate 869, Priority 

INFO: Belgrade 70 
Berlin 14 
Bonn 18 
Budapest 35 
Hong Kong 27 
London 28 
Munich 46 
Moscow 110 
Paris 46 
Prague 20 
Sofia 52 
Vienna 117 
Warsaw 34 

DATE: May 18 ~ 6 p .mo 

PASS DEFENSE 

LEGTEL 864 

- BUNDY-SMITH 
-.ALEXAJ.'TDER 
_ _ BELK 
_ _ BRUBECK 
---C iASE 

___ FORRESTAL 
__ JESSUP 
_ _ JQ~-INSON 
_:-.:_--:<_ - ~ry 
___ :::J_:,_, '.=:-~ 
-=-~():\i ~~I{, 
_l.·::~c}~ ·y 
--~:S~DY 
___ S_\ UFDERS 
____ s;·,ff7"'H, WM. Y. 

DECLASSIFIED --~ 

. Authority ,t/tzak, .S/.3I //J/J 
By ,bn-t- , NARS, Date -?,/cJ'h1 

Legation has r ece ived addi tiona l reports which confirm earli r 
rumors (refe rence te legram) tha t anti-Soviet meetings devoted 
to April 22 d~cla.ration be ing he ld throughout Bucharest and 
pre: sumably other localitie s in country. Though reports · may 
be deliberate leak (most come from local employees of Legation 

. and other We s ter·n Diplomatic Missions) they regarded as 
reliable as they come from scattered sources and cons istent 
with .one another~ 

Piecing toge t her various reports, appears that indoctrination 
meetings on d~claration are being held in virtually all 

/government 
"CONJ! I~N!fIAL REPRODUCTION FROM THIS COPY S 
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government agencies 51 other places of work~ university and 
even high schools in Bucharesto Indoctrination campaign 
began about May 13 and still going on. According one detailed 
report, Ministry Internal Trade held day long meeting for 
employees May 15 which addressed by leading Ministry officials. 
Ma in themes of speeches we.re criticism of Soviet economic ex­
ploitation, of GEMA and of Khrushchev personally~ R.~ania· , 

J 
:i~:!~:: .. :~-t.d~~~~~1~~~:~~~~:ii~E!~i~\:~~i~!;?_9.~~~f {h1ing 
charges, speakers cited Smrie_t_.expJ..o.ita_t · Qn R~11ani~~omy 
thr.qugh ___ ~O~O~S (joint stock companies since disbanded) a~d 
over.::p:rc.ic_iµg__g!-:,~hI1_..JH?..l..d ..... t.or-Ruma..1.ia (possibly reference to 
1957 grain loan) .. (Khrushchev called Hthief 91 and referred to 
derisively as nthat corn and pig specialist 81 who lectured 
Rumanians on farming methods but d id no·t know what he talking 
about~ S eakgrs said Ru.mania intended to trade with all 
c;p~~p.J~_!;}~~~~ .. ~ ~ '~Y:~Jl .~ 1 wi't~_,§~e~ ... -unio;;-, ~ but ~;;:[f f"'~~t~i}'~~ t9 
trade .,.W.J.t)J .. W~$. .. t Fhen Moscow se.ts· prices · 'foo·~'h1gh ·"or will° 'not se.ll 'goods Rumania ·~~-ts ··: ..... ,. -.. '--.. ~ ·~··"·. ~.-., .. ., ..... ·- ·. ··~ , -· .. ~~.· 

~peake~so admJJ:J:.E?~4 - .S .. ov:iet~.s~c~_€'.f _ _p~-~~!~~---~h.~ .. ~ ~inf iJ_~trat~d 
Ruma.n.ian Securit_ate . ,~TI,_d __ Armed. Eor-cesv but~ .. sa.id-.me.asur.es._had · 
~~~r(~' .. ~_ak.~~"" t;;:·~~;;~re~~t~ ~,~i.tyation~ (Lt~ Geno Gheorghe Pintilie~ 
former Soviet citizen and NKVD official removed from post as 
head Securitate last year and other Se curitate officials re­
portedly purged~) See Legation ns A-268 o , (Further announced 
all political prisoners to be released by August 23, 20th 
anniversary of coup ~) This has been widely rumored in past 
two weeks. According one rumor, which Legation unable verify, 
total 15,000 to b e released. In any event~ POL priso~ers 
continue to be r eleased.) 

Among other apparently·- ·reliable reports, British Embassy informed 
that Ministry Light Industry also held lengthy meeting May 15 
at which Soviet economic exploitation and Khrushchev denounced. 
At meeting high, school students attended by Soviet Legation 
contact~ · Soviet exploitation him a.11d students to-ld "Khrushchev 

/and Mao 
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and Mao can do what they want~ Rumania will go its own way." 
At another meeting which also denounced Khrushchev and economic 
exploitation , Moscow specifically accused of demanding low 
prices for grain and wood products imported from Rumania and 
of re-exporting Rumanian tractors to under-developed com.11tries 
after removing Rumanian manufacturing labe~. 

Meetings coincide with r ash u.nverif ied rumors which probably 
spawned by public excitement created by declaration and meetings. 
thu~~-?J:Jege~-- ~!1:~.E .. ~~~-~: ~-t~.~~a ~us _te~t _f;r_pm~_CentraL Committee 
Secretariat9 that leading Ruma"rlian off~~~~~_ J1:tt~mptefi. j:o 
"defe·c·er -to]iss·R~· by--plane -~night . of .April .. 22 . but ~- that.., Rumanian 
aircraft .. preven~ed ~sc~ap~···"(as .reported USAIRA 1 s Cl7, jet 
aircraft and·· two sonic booms heard over Bucharest 0200 hours 
April 22), and that six Soviet tanks __ ~~igbted .. along ___ B:ucharest-
0).~tenita highwa:f"""overr w.eek,en_d~.,...-·.Latter not confirmed by 

.. Service Attache field trips~ 

Several Legation con t acts dumbfounded by boldness of criticisms 
of Soviet Government and Khrushchev voiced a.t meetings and 
claim those who attended meetings had similar reactio:n. Even 
if part of what they report is exaggerated, this indoctrination 
campaign would appear to ·be maj or development riv~:tling in im­
portance April 22 declaration itself. 

GP-3-o 
SHAW 

FP/17 

Note: Relayed to Defense~ 5/18/64~ 10 p.m • 
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The l"eJ?l''tteatattwa of the ftfteon NATO -.ttoas have agreed 
on the te'1WI of a,, new ~eemosit bet;.w•en the Covermntmt 41 the 
tlnltecl a.to ·Md ·ttte 0th.et N.A.T · ftati:oa. p~ovl.ding lor the 
e~e. of.-~ lnto~a. '°' NATO plt;o.tag PtH'po•••·· 
Eleven ~•• &r• !JQW 'pt-epai'ri to aaa -*' the J'·epreaeatativea 
of the UAleed Nattou,- Catllda. tho N~et:JMas. acd Povt\l1a.l .~e 
awai•Qg th•b· niu.u PQW•~·· n Ambas•~ Fialet.tet- i• awaiting 
your a~tlao.rieado.n to alp on bebaU: d the Umtefl States. 

The ~o· 1o.ue .. ·:1 he~e1Tdtb. stgne4 bf ~-~ McN~a an.d 
Chai~ Seaboq, and $)~ ... bt 'by the SeCl'Ola#y of State, Get 
io'.ftb •• P\dJ?O•• aQd «mHm of the new· agftetnaDt. and why it ia 
la CW! lat8test to ha- a MW a.g#eeme.nt~- ·!Zl brief. tt will ci..u ·up 
c•~p1:o.oodu.1d ob~e- to QaaamltUQs to the NATO member 
~ona the ldod ·of atointc bdo:f'Ulado11 neceetaary to the develop1x11:H.tt 
of the colloctlwt mUk•r eapabillty ot NATO sad. at .the same time 
the aew 1reom.u.t •tret\lt:heaa tho ecu,dty Mleguarda $Yttou4ins 
W.. a.kmtic info~matlon.. T'htt l\ew ape m..-1 how.ever, does ao~ 
in it••lf p~ ., ~-WO#~ to NA·TO ... :the. grantina of 
addttlonal Wotm-..a wU1 co·att®o to be uader lbe ~1 ot tho 
U»ted State• Cio\te~nt al\4 be pv ... ta..-. instance to a 
ape.cUlc ·de~don. f9Jl"Wd by you. 

/ L/ 

l re.co~ that yo\l • tae ~ed. ·~1'aO~ea.~ lo• tho 
Sett~ry ol Deferus.e at:rd the Cbail'tt'l&• ·Of the Mamie Eno1'gv 
Commlaaion io .~#£.so ,.Amba .· sado• 1''1alette~ to sign tho ag.~01'll•.ot 
N aoen. ae it i nopoa to.11 Gl~en whtC.h tt b now anticipated wiU 
occur pos,tibly ~ co•s · edao•dat· 

FoUowitig ••.-~-. the .agJteemem wUl be t~uamkted. to the 
co~es · · in &C·eo,itdatte• with Section lt!--4. ot dW l~c Ene~gy 
A~t to lie for · . pe•iod cl ·60 days whl14 C01'fP'<UUJ. la ia aeaaloil. 



1t t . now wuleratood that the. Joint Committee on Atomic Energy" 
will aoW a hearing on. ·f:he· a reemeot. !rxfozin.al eoaSt;lltati-on with 
th . taU of the Committee i#dicaie . .a favorable report.. J\.t the 
:ttme tite1 agreement. ls tra.ttan'J;itte4 to the Coasri ·as. it will be 
.made public by .a White . iou.ae release together with the ttllclaaaUled 
McNuaara- Seaborg tha«mlttal letter, in C·OOJtrabMation wlflh ,the 
otb · r signatory aatlon • 

srn,.T--== 



May 16, 1964 I 

.. ORANDU ! FOR 'THE PRESIDENT 

SUBJECT: Your meeting with ayor WUly Brandt. Monday, 
May 18, 12·:00 noon 

The German election campaign fo.r 1965 ts already under way and 
· .- ayo:r Brandt• visit here on · onday, just aa Eithard's ln June, i 
an important element i.n that campaign. 

Brandt is bright, easy, and. atf'a~le , but la very leaky. You can count 
on the sub tance of your private <:onveraatlons with ldn1 i-eachlng the 
German preee la r latlve'ly short order. .And since he ls 1'UlU\lng b rd 
again. t Erhard for the Chancellorship. he le not above using the 
sub tance or · ie talks with you for thins bitoadaldes aptaat Erhard. 
Therefore wb.at w Say to hlm must be the things that will not bounce 
back on us while be leaks th n1. 

-The two priadpal controver ial Jssuee be.twe n Brandt and Erhar 
ue ( 1) the· question of pa.sse which would permit "est Berliner 
visit Eaat Berlin (at the present time, · 'est Germana can vlslt 
Eaat Germany but West Berliners cannot enter East .Berlin) , and 
(2) tactics ln tbe German · tr.ug_gle for reuoUication. 

now 
to 

In connection with the pa es, Erhard has admltted traaldy he is 
bother d by Braadt'e exploitation of the lasue a.ad ha , m de it cle r 
be will not permit the Mayor to continue to ·exploit it for the benefit 
or the Sod.a.lists. In dealing with thle problem you might remind the 
Mayor of y0\1r a tement on the 15th annive:rsa:ry of NATO in. which 
you said, 0 W dld not m ke the Iron Curtain. We did not build the Wall. 
Gap in the Cul"taln are elcome, and eo are holes in the Wall. whenever 
they ~ . not hed · ed by traps. u The point that Br·andt should take away 
with hlm hJ that although we fe 1 every e.f!o~t should be n1ade to 
uhumanlze : the all, the means for ecompUahlng tble should be 
worked out jointly by Bonn and Berlin, in consultation with the Western 
Allies, who continue to be- r reaponslblllty for the security of Bei-Un. 

There ie essentially the some kind of problei:n ln dealing with :reumfication. 
The Erhard government is now wre tllng wlth n unsa.tf.s.factory plan for 
which allied endorsemeat. l being sought, while the Soda.lists are looking 
on ln amused silence. Your own position on reunlflcatlon was made 
q.ulte clear both during your meetings wttll Erhard at the Ran.ch and in 

DECLASSIFIED 
E.O. 12958, Sec. 3.5 

NSC Meno, 1130 .. 95, State Dept. Guidelines 
By , NA A, DRtc_...____.._......_....-. 
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you. .N . TO anmve2ts_ary speech in which yoo a&id. 0 We e~tinue to 
believe that the peace of all Europe require.a the re.uni.fleatlon ot_ the 
Oerma.n people ln freedom. 0 T'he point that should ·be made with 
Brandt bore la that the U~t4d States ls prepaYed to suppo:rt any 
sensible proposal which truly advances and dOtte not u.ndennlne the 
cause of reuntficadon and will work clo ely \Vlth Ue British. i'Jtench 
and Oenoan alllee to this end. Thia will probably be used by Brandt 
to show that we al'e fra realism on tbese matters •• but ao we, are. 
and it doesn't hU't to havo it known. 

Brandt•s advance agent .• hie press secret&J'y ltgoo Bahr, haa i.ndicated 
that the Mayor als.o intend · to ask you apeclftcally what the Germane 
should do to meet the Soviets pa.rt way to allay legitimate: conc:erqs 
about Germany and fac:Ultate the acblev•ment of a detente. ·To encourage 
hlm without giving blmdoo ammunition wlth wldch to bl\ldgecm the 8on1\ 
Government. you. m.ight cite as an example of what the U. 8. ~rnment 
has ln mlnd the recent German effort to establish useful and coastructtve 
WO'l'ldng ~elatlonabips with Eastern. Eu:rope (th.de mlsslona ln Polan.fl., 
Hungary, Rumanla and Cz.ecboslovatda). This ts a helpful move In 
the right direction.. It Is our hope that tho German• will contlnue to 
take every :reasonable atop to i-eaasure tt. Eastern Europeans of 
Oermany's peaceful intentions and carefully C-Ollalder all ~-eaaonable 

·proposals to thla end which do not tUeaten the freedom and security 
of W'eat Germany and Waat Berlin. 

Furtne~ potats which may arise in the meeting ;vith the Mayor are 
covered bi the attached briefing paper p•epA.*'e·d by the Department 
of State. 

Meo. :e. 

O&ilPIBl!H'fl/2lu e 



CONFWICNtlAL May 11. 1964 

MEMORANDUM SOR THE PRESIDENT 

SUBJE.CTt .Authoriaaif.on f~ Export-Import Dank Credit 
G\lai'an:tees 

( 1) TAB. A le a q'11te Gh'aighdcr.rward matte• which tavolve·S 
ao pul>Helty and elmply extends two lon1·~el'm suai-·anWJea. 
an approval wbloh yO\l s•ante.d earUer for ·eho•·t and 
medium Ex·lm Sank credit guarantee• fo.,. YugoalaYla. 
Oeo~e· Ball and Harold Under eoocUI'. and ao do l. 

(2) TAB .B af.'1'9$ eondltlonal authorieatloa to Ex·tm Bank 
guarantee• ~· DC>tl•&.r!cultural products for llumanla 
.and Poland. You have already giv·en auch authorization 
with re pect to agrlcultu:ral producte, nd what ta wanted 
aow ls further authoa-lty. to be used if the fonhcomlog 
talk• with the 1\uma"tane and Pole• Justlly It. Tb!• one 
I• not yet a formal determination, bu.t iiathe~ an expnasloa 
of readlneea to make aueh a determlnatlen If our negotla• 
Uons Justify lt. itx.-Im Baak guarante.ea. an not . 
useful etlcldng polnt on tbta klni ol. neg.otlatlon. so 1 
c·cmcv ln the Ball .-ecomme•dation wbleh baa the 
c·on.eurnaee al•o of the Ex·lm Bank. 

If you approve. would you che~k ln the bo:;cea undel" the green ta'b• ? 

McG. B. 

COMFIDENT!AL 

L-t;L.~-~.~ -~·- · D 

Aut 10 · .--;f~~~~~~~~-c 
By 7~ r~_ ~--::,, L ~Lv;..·--.i:-------



I set tiueh oeedle lt'om you on fhl• a.a.bJe~ tbat. I thol1ght y-au might 
be intft'fl'de.4 in nco:it® pr.1"'1404 ,to ,.,.. from th.- .Appeillinnrrit• Olfieo 
V/lth, 'tOIP#Gt t.0 all t))e fo~goeJ'·.a t01t whoto vislta l .am. '.fetipOtl&lble 
ovec the D--.k p«lOd f110m Februat:J ll to May 5. 

·'fae omeial rocoJ"ds •how that lu. ·tnat li•weok period yo.u a¥ft1lg,e4 
sa. Q'iinut•• " ·\.Vllfk wltll. people ·who ue l.11y ra.t.ilt. Ai tab A a~· 
momo••dum which 1e4 y.oa to ·i\P'ff oa Jrrebrua-iry 12 tl) a.a ho.a.r a Wf)el~ .• 
S. you •••·how estraot~rUy 1:•et.ttaiue4 we ha\'$ been. 

What. thi• m~•, of ~q:ra:e. la that t)Gdet the, t•m•· of ou• truty you 
may ·b• ~t at ·••Y man:t•n.i by ftv• Jtou~• tAd J) mln\ltAte of· e.®'im\llat.ed 
ove~~• ·Vintotta &om uuly ·evetr,wlte:r•-~ But J Gm' mueh ·too ltlo.d tor 
the.t, •M ~ btudJ.. t.a that W.Kf t;lU) keep up OU# .goo:d -wo•k: ltt Hmtting. 
ycrt.tr fo~ igo. allv~• to ~ otu.e«1•1. 

L Kinge, he-Ideate. aa.d htme Minl•tu• ?O• puaooally 
•t>nov· · ~ otftdel vt.etta (llke Jh~ha'."• Honi•• seaai, Pe•r«0a. 
Lope• Mu ·ooat. 

I~ Otl2era who ~naot b<t· ~lu4-d !tom an office call by .eU 
tbli tnMttOft't of p~-colt Ihle m :ea• Amba•:•adoirt ptttaen.ttog their 
~•dlutial• ao.4 a...d•-of State or· Gove~nm•t viettbt# · .. 1f'a•httlgtan. 

9. Fe>nts~- vte:iww• who•• ti.nu• wlt.k you. J':etlly me,kea some 
dlU•NrtC• to )!0.'tJ• la yon.# job: ts ~e·siderd. 

4. u. s. Ama.-sa®rs a.o.d other u,s. <UgnJ.tariee d~ 
with fottl&n affair.a, who -1~•-1ly 1i.ted Utt! _ 1ntute. thatt ,a ·pict-n'f•'•. 
Thl• fo\Jlth dlatt ·can ~ Cllt· baQk fultthe't lf f(Hl. '\\itsh .lt. bat 1 myself· 
think tbe better- t;OU~•e ts ah'np.ly ·,to he careful which t>ttea we a1k •-c4 
to· cbeo~• peopl. -W'M ~ •n. pin ftom eome o:ontact 1.Vt.t.b. you. Uk• 
tho Aaet•tant Sea.ea-rles of wbo.m yoa apoke We mol'AIGS· "Jf or u.m 
l. $D> p1•1udug a m-.ttD.g !-a • · fotm~t. whloh. \rill ... , p."testmted ro:r yoott 
eppYOve.l in a dey ·<»• •o~ 

McQ. &. 



THE WHITE HOUSE 

WASHINGTON 

-CON OF !DEN l'IAL May 15, 1964 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Authorization for Export-Import Bank Credit 
Guarantees 

Here are two authorizations for Ex-Im Bank credit guarantees= 

(1) TAB A is a quite straightforward matter which involves 
no publicity and simply extends two long-term guarantees, 
an approval which you granted earlier for short and 
medium Ex-Im Bank credit guarantees for Yugoslavia. 
George Ball and Harold Linder concur, and so do I. 

(2) TABB gives conditional authorization to Ex-Im Bank 
guarantees on non-agricultural products for Rumania 
and Poland. You have already given such authorization 
with respect to agricultural products, and what is wanted 
now is further authority, to be used if the forthcoming 
talks with the Rumanians and Poles justify it. This one 
is not yet a formal determination, but rather an expression 
of readiness to make such a determination if our negotia-
tions justify it. Ex-Im Bank guarantees are not a 
useful sticking point on this kind of negotiation, so I 
concur in the Ball recommendation which has the 
concurrence also of the Ex-Im Bank. 

If you approve, would you check in the boxes under the green tabs? 

COI~FIDEMTIAL 

· DECLASSIFIBD .... · . 

Authority£~~~$/;>_; 
By ,d»tjl , NARS, Date -;7;/..ifo-:7 



...... CO'tfPIBEM'fIAL 

THE UNDER SECRETARY OF STATE 

WASHINGTON 

May 13, 1964 

MEMORANDUM FOR THE PRESIDENT 

Subject: Export-Import Bank Long-Term Guarantees 
on Sales to Yugoslavia 

Reconnnendation 

I reconnnend that you approve the Export-Import Bank's 
proposal to ·authorize long-term guarantees for credits to 
Yugoslavia, as described in the attached memorandum 
(Enclosure .A) to you from Mr. Linder, Chairman of the Export-
Import Banko . 

Approve 

Discussion 

In my memorandum of January 14, 1964, concurring with 
. Mr. Linder' s memorandum of J anuary 10 regarding short and 
medium . term Export-Import Bank credit guarantees .for Yugo­
slavia, I noted that your approval for other types of 
Export-Import Bank financing might be sought, including 
Bank participation in longer term credits for Yugoslavia. 

I believe that Bank participation now in the form of 
long-term guarantees for industrial projects in Yugoslavia 
is important to our foreign policy objectives toward 
Yugoslavia. Such guarantees will advance the policy re­
flected in the continuation of most-favored-nation trade 
treatment for Yugoslavia which you approved on March 26, 
19640 

Yugo-s lavia' s 

- CO'.Nl'I1'r!M'fIAL 



-2-

Yugoslavia's course as an independent state deter­
mining its own foreign policy and developing its own 
type of economy has contributed significantly to the 
erosion of the unity of the world communist movement con­
trolled by the USSR. Its example continues to generate 
pressures for change and national independence within the 
Soviet Bloc countrieso Yugoslavia's role thus he~ps to 
advance our own policy objectives in Eastern Europeo 

The United States has supported ·Yugoslavia's policy 
of independence with an investment of more than $2 billion 
in various grant and loan programs since that coun·try broke 
with the Soviet Bloc in 19480 While most of these programs 
have · been phased out in recent years, the undertaking now 
of the proposed credit programs by the Export-Import Bank 
will serve to re-affirm to the Yugoslav Gove.rnment that 
our basic policy toward them is unchanged and will help 
preserve the benefits of our past investment in Yugoslav 
independenceo Long-term credit guarantees for industrial 
projects will enable us to show continued official interest 
in Yugoslavia's economic development and enable our 
businessmen to expand t he influence of US progucts and 
technique in that countryo This activity will support 
those elements within the Yugoslav Government who favor 
the maintenance of Yugoslavia's predominantly Western 
economic ties and continued liberalization of the Yugo­
slav economic systemo 

... 

Ambassador Elbrick in Belgrade has strongly supported 
this step~ as indicated in his telegram of May 5~ 1964~ 
(Enclosure B) and I am informed by Mro Linder that the Bank's 
proposal will generally meet the three conditions set forth 
in the Ambassador's telegram for the two projects now under 
considerationo 

Enclosures: 
A ~Linder . Memorandum 
B - Telegram of May 5 from B~lgrade 

" cmWIBEN'f±A±. 



EXPORT-IMPORT BANK OF WASHINGTON 

WASHINGTON 25, D.C. 

CABLE ADDRESS "EXIMf3ANK" 

PRESIDENT AND CHAIRMAN ~ONF1PEijTW May 13, 1964 

Memo~andum· to The President 

Re: Title III of the Foreign Aid and Related Agencies 
Appropriation Act of 1964 and Export-Import Bank 
Guarantees on Sales to Yugoslavia 

In a memorandum dated January 10 , 1964, I advised you that the 
Bank was prepared t9 issue guarantees and insurance on short and medi­
um term export credit sales to Yugoslavia if you determined that it 
was in the national interest to do soo At our request, however, your 
determination was expressed in general terms and was not limited to 
short and medium term exporter creditso For your convenience I set 
forth the text of the lette~ you sent to the Congress on February 4, 
1964. 

"In compliance with Title III of the Foreign Aid 
and Related Agencies Appropriation Act of 1964, 
this is to inf onn you that I have determined that 
it is in the national interest for the Export­
Import Bank to issue guarantees in connection with 
the sale of United States products and services 
to Yugoslavia. The Bank will report the individ­
ual guarantees to the Congress as they are issuedo" 

• 

The Bank has before it two applications from the Yugoslav Govern-. 
ment for relatively long term loans aggregating $10o2 million. One 
request is in the amount of $5.3 million to finance the United States 
dollar costs of expanding the Tovarna Dusika Ruse Chemical Plant to pro­
duce elemental phosphorus and phosphate salts. The proposed repayment 
period is ten years beginning about two and one-half years after the 
loan is made with interest at 5-1/2% per annumo 

The other application is in the amount of $4.9 million to finance 
the purchase of United States equipment for rolling aluminum sheet and 
strip for the Plant of Industrija Metalnik Polizdelkov. The proposed 
repayment period is twelve years beginning about three years after the 
loan is made with interest at 5-1/2% per annum. 

CQNF I!Qi~Ul.. 

-

DECLASSIFIED . 

Authority /tp¥zt~~ ~/-?/-?-? 
B---~ -- -1·~ ~- Date.:-?#r/'~?- - --- ----:y, ~ < tt" ., ~. , 



- 2 -

The Bank is prepared to authorize long term guarantees for 
Yugoslavia, and under your de termination of February 4, 1964 it may 
do so without any further communication to the Congress other than 
a report from t he Bank when the guarantee s are in fact issuedo How­
ever, since my memorandum to you of January 10, 1964 stated we were 
considering at that time only short and medium term transactions, we 
wish to have your concurrence bef ore acting on long term guaranteeso 
The Department of State concurs with the Bank that long term guaran­
tees generally should be approved, and t here is enclosed a memorand1:JIIl 
from the Department to that effecto 

--· -- -------- -- ·--- ---·------
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Si.nee arriving Belg ~rade , I have had opportunity to study 
i mplication Ruse /Impol projects on our relations with Yugoslavia 
and I am convinced tha t USC should morve ahead rapidly with ; 
implementat ion these pr.ojects o I c oncur fully with t he analysistiU....~; 

of the situation cor tained in EMBTEL 1363or-Both projects appear j 

to be economically sound and justified 0 Yugoslavia ha.s been a. i 
good credit risk in pas t; it shoul d cont inue t o be so in futureo 
Barring the unexp ectr:!d , EXIM, or whoever the lender ma y be, 
c a.n expect to be repaid promptly a.s notes fa.11 due o 

Since 1948 every Amr~rican adminis tration, after thorough study, 
ha s d etermfued that a n economically strong and politically inde­
penden t Yugoslav i a in US nc..ti01.1 l11 l interest o We have been willing 
to support GOY by way of various economic and military aid programs 
at a c ost of over 2o5 billion dollars o It has been money well 
sp ent ; Yugoslavia is a.n example to governmen ts a nd peoples of 
bloc states of concrete value of independence from Soviet dominationo 
Certa inly this has been f ac t or in rise of na tiona lism in eastern 
E·urope and crumbling of the mono l ;i.thic unity of t he bloco As 
yet I have seen no e'V idence that Yugos l av policy is made elsewhere 
than Belgrade , or t hat consider at'ions other than Yugoslavia. self Gt 

interest motivate ito However dista$ teful the Yugoslav stand on 
certain questions may b e to us , i .n perspective, Yugoslav foreign 
policy is a relativ~ly moderate one in which there are few a.rea.s 
of direct conflict with t he USo Our policy t owards Yugoslavia 
should take this i nto account and should .d emonstrate that there 

/ a re 
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-2- 1735, May 5, 6 ·po mo, from ·Belgrade 

are tangible, if modest benefits that will accrue to her from 
continued moderation. 

In this sense Ruse/lmpol projects have become earnests of our 
intentions. I t .hink that Yugoslavs aware that days of low cost 
long-term DLF loans are over. Nevertheless they hope to be -
able to obtain on same bas is as otl~er friendly countries EXIM. 
project loans for economica lly v i able projectso The annu~l sum 
made available this purpos e need not be very large to accompi~sh 
the political purpose we have in mind o However, procrastination 
in making decisions about extending loans of this type and mixing 
them up with domestic political considerations tend to vitiate 
their effectiveness 0 

I think that further delays over use /Impol would be most unwisea 
I suggest that Department concur with EXIM and support, in .strongest 
possible terms their recommendations to President, provided long­
term guarantees meet following three tests: 

lo That US private commercial banks are indeed willing and abte 
to make necessary financing available against a 100 percent EXIM 
guaranteeo 

2. That rate of interest be competitive with that charged by 
EXIM on its direct project loanso 

3o Tha t length of credits be also equivalent to that provided 
for by direct EXIM loanso 

If any of these conditions cannot be met, I would recommend that 
we again make every . effort resolve legal ambiguities ·and press 
ahead with direct EXIM creditso 

GP-3. 
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ACTION: Secstate 1363 
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Authority ~ ~ ¥..,j//-:??. 
By~ , NARS, Date-70'.J"'#? 

DATE: February 28, 11 AM 

While recognizing extreme difficulty and sensitivity of 
problem, do not cons ider question of EXIMBRNK financing of RUSE 
and Il1POL project can be allowed to drift:· much:·.longer.. Prompt 
and favorable :. resolution now needed on exonomic and more 
significantly political grounds; request Department make every 
effort resolve legal problems and if necessary secure 
Presidential determination without delay. (In light apparent 
Congressional acquiescence to EXIMBANK credit guarantees, would 
hope same attitude would apply EXIM loanse) 

As Department aware, loan applications have been under consider­
ation by several US agencies since October 1961. · We cannot 
expect GOY (after 3~ year delay) wait indefinitely for a 
decision.. Both plants under considerable pressure to push 
f orward with their expansion; delay of cons id rable length will 
surely mean a turn to alternative suppliers.. No doubt about 
economic soundness of projects. 

Despite r ecent f avorable action on MFN, other vents are com­
bining to s .ur our current bilateral relations with Yugoslavia 
and from Yugoslav point of view US actions demonstrate disregard 
of their interests and our unreliability as a tr ding partner 
of source of supply. These include particularly: .. 
(A) Recent public announcement of .cut-off of aid to Yugoslavia 
as carr · ed by headlines in world press which implied taat 
significant program of military assistance had been stopped •. 
Whil~ GOY knew and were quick to point out publicly that cut 
r ated to a small residu~nevertheless publicity aided ta se . 
~ ostile to US within GOY who will no doubt correctly .argue that 
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we reneged on a com..rnitment and thus demonstrated unreliability 
as a source of supply. If future requests to purchase spares 
are denied, and Yugoslavia looks elsewhe~e for military hard­
ware, doubtless critics of Yugoslavia will cite purcP,ase from · 
the . East as evidence of drift_ ~y Yugoslavia back towards Bloc~ 

(B) Understand our PL-48 0 offe r w"ll be substantially less 
than Yugoslav request with terms of s ale far harder than any 
previously proposed. This will g ive Yugoslavs yet ·ar10ther 
reaso:1 fltJ ~believe US policy has hardened. Because of Skopje 
disaster and attendant balance-of-payments drain, Yugoslavs 
had requested s pecial consideration in our formulation PL-480 
offer. They will interpret hard terms and low level commodities 
as deliberate rebuff u 

Other US actions, i.e; cotton textile rest~aints, pos tponement 
of technical exchange, and general negativeness re Yugoslavia 
within US administra tion as result Congressional ' attacks, surely 
will contribute to a picture of studied rejection on part of USG 
and can lead to deterioration in relations and GOY reassesm~nt 
of its attitude toward US. 

All feregoing dictates esse_1tiality and urgency of favorable 
action on RUSE and IMPOL. Possitive action- wo~~ld be clear 
notice that our policy toward Yugoslavia is in fact unchanged. 
Negative actio~a, despite any protestations we might make, could 
only be a clear signal to GOY that our policy has under-gone 
unannounced but seriously adverse change since death President 
Kennedy. 

Department thoroughly familiar with arguments for continued US 
supportrof Yugoslavia independence in which we have i nvested 
over $2.5 billion. It would, in our judgment, be irresponsible 
t o throw this policy away at moment when ·its usefulness is, 
if anythi~g, greater than previously. 

GP-3. 
-TEK/17 

KOCHER 

i 

. ; 



DECLASSIFIED .. -. ·~ 

Authority_,~&*& 
By 7~ , NARS, Date -?,1.t'{'.'.?:? 

DEPARTMENT OF STATE 

WASHINGTON 

...CGNFIBEM'fIAL 

May 13, 1964 

MEMORANDUM FOR THE PRES ID ENT 

Subject: Export-Import Bank Guarantee on 
.Non-Agricultural Products for 
Rumania and Poland 

Recommendation 

That you authorize the Department's representatives, if the climate 
of the forthcoming talks with the Rumanians and Poles so warrants, to 
refer to the possibility of extending Export-Import Bank guarantees 
on short and medium term commercial credits for the sale to these 
countries of non-agricultural products from the United States. 

Approve~-~----------------- Disapproved ______________ _ 

Di scus sion ~-~ 
On February 4, 1964 in accordance with Title III of the Foreign Aid 

and Related Agencies Appropriation Act of 1964, you determined that it 
was in the national interest for the Export-Import Bank to issue guaran­
tees in connection with the sale of ·United States agricultural products 
to the USSR, Bulgaria, Czechoslovakia, Hungary, Poland and Rumania. In 
Secretary Rusk's memorandum of January 14, 1964, recommending the above 
action, he noted that at a subsequent time your approval might be sought 
for extending guarantees to these Soviet bl~c countries to include non­
agricultural as well as agricultural products. 

I believe that political circumstances in the cases of Rumania 
and Poland now make it advisable in terms of the national interest to 
consider extending guarantees on sales of non-agricultural products to 
these two countries. These circumstances are discussed in the enclosed 
memorandum. 

CQNPIBEWf'LVfi 
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The Export-Import Bank has advised me that, subject to the Bank's 
obtaining informa~ion from _Rumania and Poland that will enable the Bank 
to satisfy itself as to the financial capacity to repay the credits 
being guaranteed, the Bank is prepared to issue guarantees on a case­
by-case basis in connection with sales of all types of United States 
products and services if it were determined to be in the national 
interest. The credit terms of such sales would not exceed those 
normally encountered in international commercial transactions and in 
any case would not exceed five years. I am not at this time request­
ing you to make a formal .determination that it is in the national 
interest for the Export-Import Bank to issue such guaranteeso Rather, 
you are requested to approve our using the possibility of such a 
determination in discussions with the Rumanians and the Poles with the 
view that if we are· satisfied with these discussions on trade, financial 
and political grounds, I would then recommend that a determination be 
made by you that the issuance of such guarantees by the Expo1rt-Import 
Bank would be in the national interest. 

Enclosure: 

Memorandum on Extension of Export­
Import Bank Guarantees on Sales of 
Non-Agricultural Products to 
Rumania and Poland. 

CONiI;Qi:W'.tI. A I 
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Rumania 

Extension of Export-Import Bank Guarantees on Sales 

7 
of Non-Agricultural Products to Rumania and Poland 

Rumania has recently undertaken political and economic initiatives 
demonstrating an intention to pursue a policy of greater independence 
from the Soviet Union and a clear intent to improve relations with the 
United Stateso 

Rumania has successfully opposed Soviet attempts to centralize 
Soviet bloc national economic planning under the Council for Economic 
Mutual Assistance (CEMA) and is continuing its industrialization pro­
gram on nationalist lines in spite of opposition from other bloc 
countries. Rumania has shown ' reluctance to be drawn into multilateral 
CEMA projects and has · sought to strengthen bilateral economic relations 
with non-bloc countries. It is continuing to expand its trade with the 
West, which diminishes the supply of f ood and fodder available within 
the bloc and reduces bloc markets for manufactured goods. Rumania no 
longer automatically supports Soviet political positions on interna­
tional issues. While basically agreeing with the Soviet Union's policy 
of peaceful coexistence and opposing t he militant policy of the Chinese, 
Rumania, in contrast to other Communis t countries allied to Moscow, has 
clearly demonstrated its intention to maintain neutrality in the Sino­
Soviet conflict and has resisted Soviet efforts to secure Rumanian 
backing in the disputeo 

Although there are few signs of l iberalization of internal controls 
exercised by the Conununis t regi me in Rumania, the removal of numerous 
manifestations of Soviet i n fluence and the reassertion of tradit ional 
national values have i mproved t he regime's popular i mage. In r e cent 
years the regime has accented the role of Rumanian forces in liberating 
the country in 1944 and has de-emphasized the Red Army ' s role in this 
evento The compulsory teaching of Rus sian in public schools was 
abolished in the fall of 1963, and a separate Institute of Russian 
Language and Literature was absorbed by a new institute where other 
major language groups have equal status with Russiano The only 
Russian bookshop in Bucharest was closed in the summer of 1963, the 
circulation of Soviet periodicals has been diminished, and a large 
number of theaters and cinemas which formerly bore Russian names have 

been 

)20~l.;QENTIA!f1 ..... 

, / GROUP 1 
DECLASSIFIE~ ,?_¥!'1/77 Excluded from automatic 

. CJ LJd_~/a:4pwngrading and declassification 
Author1ty"i ~ 

7 
~ ,........,/,,, · 

Bw 1~ , Nb.RS, Date t/~ftl.2. 

'.) ' .. ) ' ~ { " 

I g F 

·- ·- -~ - --- -....,....._._ - --·-·---.,--- .. - ----------- ------·----:-'. 



-2-

been given apolitical Rumanian names. In recent, public discussions of 
major industrial projects, Soviet assistance is mentioned, but the 
unprecedented puplic listing of Western suppliers has highlighted the 
contribution of Western .countries to Rumania's industrialization. 

Rumania has taken positive s ti~_s to improve relations with the 
United States and has given indications that these relations can be 
further improved. · A claims agreement between the two countries was 
signed in 1960, and the Rumanians opened a comraercial office in New 
York City in 1961. A program of cultural exchanges was begun in 1961., 
and an expanded program was agreed to for 1963 and 1964. The Rumanians 
have agreed to permit our Legation to distribute a monthly cultural 
bulletin to certain individuals and institutions. During 1963~ Rumania • 
ceased jamming of Voice of America and Radio Free Europe broadcasts and 
gave a very warm reception to Secretary F~eeman who visited Rumania in 
August, the first U.S. Cabine t" member to visit that country since World 
War II. The Rumanians have also informed us that they are prepared to 
lift travel restrictions on a reciprocal basis and have taken steps, in 
response to our representations , to solve a number of consular problems 
by issuing exit permits to more than 200 dual nationals and members of 
separated families. 

In response to these developments and wi thin the policy guidelines 
on trade with Eastern Europe approved by the Export Control Review Board, 
the Departments of State, Defense and Commerce have approved an action 
program for Rumania which provides for the possible extension to that 
country of Export-Import Bank guarantees for normal commercial credits 
on sales of all types of U.So products. In view of the steps Rumania 
has taken toward more independent action and improvement of relations 
with the United Statei, &uch guarantees would be in the national intere~t, 
provided our relations with Rumania continue to develop favorably and 
the Export-Import Bank is satisfied as to that country's credit-worthiness. 
Rumania has suggested comprehensive talks with the United States on trade 
and related matters. These talks will begin on May 18 along the lines 
set forth in the attached telegram sent to Bucharest on April 7, and we 
desire to use the possihility of extending these guarantees as a bargain­
ing element in these talks. 

Poland 

United States policy toward Poland since 1956 has aimed at encourag­
ing assertions of national independence, responding to Poland's desire to 
improve relations with the United States, and exposing Polish society 

increasingly 
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increasingly to the West. The development of our relations, including 
trade, has served as an example of the kind of relations the other 
Soviet bloc countries might hope to develop with the United States, 
provided they took steps to demonstrate ind~pendence and improve 
relations with the United Stateso The extension of Export-Import Bank 
guarantees on sales to Poland of U.S. products in addition to agricul­
tural conunodities will further this policy and is especially useful at 
present in view of the increasing changes among the countrie~ in Eastern 
Europe and their growing interest in improving relations with the United 
States. The issuance of guarantees will be consistent with the contin­
uation of United States most-favored-nation trade treatment for Poland 
which you authorized on March 26, 1964. 

The extension of these guarantees to Poland and Rumania would 
represent nothing more favorable in the way of official financing than 
what is already being done by West European cou~tries, but it would 
represent more favorable United States treatment of these countries 
than that given other Soviet bloc countries and thus further our basic 
policy of differentiating in our treatment of Soviet bloc countries 
according to the varying conduct of these countries in terms of United 
States national interests. 

Attachment: 

Telegram to ·Bucharesto 

~ONFI :OiW'Ilf;l. 
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Agreement of int-erested agencies reachEd RPR should now be invited send 

Gaston=!farin delega ti.on to T'1'ashingt-0n for purpose discussing trade and other 

mat,ters in response suggestion first raised by Hali.ta in August 8 conversation 

with Harri.mane You are authorized extend invi ta ti.on expressing US- desire to 

_reply responsively and constructively to Rumanian approach for comprehensive 

discussions be{--,ween two Gowernmen ts on economic and related subjec tso You may 

i,nform Hanescu tve hmr@) nm·1 oom~_ le ted oui· preparations for t,alks and you are 

le General discussi.on cf further steps for advancing improvement in 

mutual relationso 

2o Licensing US exports to Rumaniao (FYI Within limits set by legislation 

US is prepared to consider establishing special tmniania GenerBl License 

List and otherwise liberalize licensing of commocii ty expor tsjl technical 

data and licen~e arrangements for Thl1i·1anira to facilitate e.xpansion of 

tr'ade in peac(";}ful goods between the two countriesQ END FYil) If 

question raised~ you may say US prepared take positive and forthcoming 

position on licensing rubber plants with licensing dependent; upon 

discuss 1.cns going fllvorably and subject to reasonable assura11c es that 

plants ::.ire designE.d !;Ji~ i.Yi'1Grily to meet domestic consu..mption requirements 

Drafted by1, h/ 6 / 64 Telegraphic transml::sion and_ 

classification approved by1 

.1..,.,. ::o e ·n :.c .::::.arrim 
E.iJEJ-~~10~dfilrx EUR~ EE gPFWnrker I-IGVedelr:;r ~n~q 

!=loarances:, 
rJ_-1: :GDli:-1'-Ir .. ~'yler E/NDC = f-lro Wx-ight 
E = }'Iro Trezise E/OT "" Ivli,.o Katz 
Go~mneroe ~ Mrei BehJ.."mnn Dsfense .... Mro Sloan vg4J: HMouse = :ffr o .Rt~ndy r~,..,:iy' -· · " H~~ G00" -s~ 

/: r 5) Hillike~~ 
-~~~M DS-322 

S/P =- Hro Fried 
1/E "" ¥.tre -Lowenfeld 
U = ~lr P S_:nr. i.m!§ te~n 

RcPRODUCTION FROM THIS COPY IS 
PROHIBITED UNLESS "UNCLASSIFIED" 



\ 
. . 
j Page __ 2 __ of telegram to __ A_ml_e_g_a_t _i o_n_ B_U_C_HA_ RE_·_,·s_T __ \_ ..... '-. ---------------

and that the technology ·will b pro tee ted o) 

3o Arrang ments re transshipments.? re ... exports and endCICuse checks of comrno i ties 

licensed for export to Ruman iao 

40 Facili ta t,ion of work of comm rcial missions~ trade representatives and 

·officials of b h coun tries; and f acilitation of exhibits o 

5. Reciprocal arrangements in connection with publication of trade opportun1tieso 

60 Activities of commerc ial offece~ i n o~~ countrieso 

7e .Arrang ments for rm1tual p_o t.c;c tion of in ustrial property and processes · and 

f or orderly marke t i ng o .... e ',,,. e s o 

Bo Rumanian expor t - t o USe (FYI US Jill explain its position on problems 

relating to expansion of Rumanian exports o US including those exports now 

subject to quo tas o US will provide ful l explanation re _Rumania 8 s exclusion 

f rom MFN treatment by USo Rumanian r epresentatives should discuss possibili-

tie~ for expanding US expor t s t o Ru.mania ei) 

9 o T:\inancial arrangeme n.,,s for US=Rumania tradeo (US ·will explain legislation 

and policy on credits a nd Rumanians could indicate their financing capabili-

ti es and pa::7T11ents posi tiono) 

lOo Level of diploma t ic missionso 

l L, Conditions f or opera tion'"' of diploma.tic miss ions in both countrieso (FYI We 

propose bring up asrect acces s Legation officers to RPR agencies, direct 

submissions by I.ega tion of official invitations to Rumanians and mutual 

termination prior not,i.ficatton of travel o) 

12" vie 1 of @ommlar relations including steps for the negotiation of 

consular.' eonven jio.no 
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Page_3 __ of telegram to .Amlega t ion BUCHAREST 

l3o Any other questions concerning the improvement anc broadening of bilateral 

relationso 

"When i nvita t,ion and proposGd agenda submi tted to RP.mani;ms you should request 

R.PR submi t in Bucharest soonest list of oornrc.odi ties l·:hi.ch it inter2sted in purcil~asi.ng 

·us so Commerce c:m prepare evaluation of lis t in light of export control criteria 

before dis cussions openo Suggest reference be nade to Gc::\s to0-Narin 1 s st.atem.ent during 

conversation here November 27, 1963 on i.ihich fvrther de tails would be· l.1.sefu1o In vte·N 

short. time before proposed opening dc.1 t e j ";·;e "t·?ill send separa teJ.~r sue '. f:.·es tior1s on type 

detail desirable for s hopping list ·to fl, cili ·tc-:~ te review prior to meetingo 

Believe de sirable aim at opening discussions '"vJe.shingtcn during last ten days of 

Aprilo Final da te for opening vi ill h&•le t o c:i:< ~ i t D.1.i.manie1n response invitation and 

agreement of two government s on ar;end~o 

We envisage joint communique t o be publi r3hed Dt conclusion of talks. 

vJhile USDEL 't"Jill be f ormally he2d ed by C-ove~·nor Harriman, Acting /Assistant 

Secretary for Econor0.ic Affatrs Trezis e ·will lead US Delegation in 1:orking sessions 

a ssis ted by EU ~:l r -~:presentatives on poli tic ~ . 1 snbject,~o US~EL ·dll ~lso include 

Cot1ITlerce represent..qtivoso 

Yelcome y01 .. U" cor:m;~mts on ~~bove, p~rtictJ.lc.•rly ~genck i ter:lr: o G?-3 
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