THE WHITE HOUSE
WASHINGTON

Tuesday, June 14, 1966
2:00 p.m.

MR. PRESIDENT:
I back the recommendations here, but suggest:

1. If you decide to go ahead with one or
more of the positive proposals, you have a
personal word with Secretary Rusk.

2. You should be conscious that you would be
making these proposals the day after the silly
Soviet and Eastern European snub of the UN
reception. I myself believe we should be above
reacting to this pettiness; but I didn't want you

to walk into it blind. «
: Mow
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(2) Export-Import Bank Credit Guarantees for Bulgaria, Poland,
Hungary and Czechoslovakia:

The Case Against: The Secretary feels that this announcement
should be preceded by careful checks with Wilbur Mills, et al.
He is afraid that a surprise announcement would lead to a rider
on the aid bill prohibiting such guarantees.

The Case For: As bridge-building, this is the most important
administrative step we couldtake. In terms of bread and butter --
economics and politics -- it would have real meaning inside and
outside the Bloc. It is also a useful, marginal stimulant to U.S.
business and our export markets.

(3) OECD Working Committee Associations with the East:

The Case Against: Secretary Rusk feels that we should not do
this before consulting key members of the Organization and the
Secretary General. Walt feels additionally that we ought to check
for conflicts with the ECE in Geneva.

The Case For: Prior consultation might well bog down in soul-
searching discussions of whether the OECD should get into the East-
West arena. The proposal, limited to exploration by our Ambassador,
is relatively tentative and innocuous, but will enable the President
to get on record for a further window to the East.

Recommendation:

The Secretary has a reasonable case. But it seems to us that there
is great value to (1) putting some additional substance into your posture of
encouraging change in the East-West situation, and (2) making some
sensible forward-looking proposals before the General grabs the headlines
in Moscow. Therefore, we would recommend:

(1) That you put off making the OECD announcement until we -have had
time to test the water further.

(2) That you go ahead with the proposal of the East-West Institute,
making it clear that we welcome joint sponsorship by as many nations
and groups, public and private, as are interested. In our judgment, this




is not the kind of announcement which raises eyebrows in Europe if it
is not preceded by consultation. Indeed, we would argue just the
contrary -~ Europe is looking to us for progressive innovation.

(3) That you go ahead with the Export-Import guarantee announce-
ment after a telephone chat with Congressman Mills -- and perhaps
some of the Leadership. The Secretary is certainly right that they should
be consulted. Whether the traffic on the Hill will bear this proposal
is something only you can judge after talking with Mills.

Of the three proposals, the Institute is clearly the most important
in a press-image sense, and, in the long run, probably in substance as
well. The Export-Import guarantees will have the most practical
meaning in the short run. The OECD thing is less important.

W. W. Rostow : Francis M. Bator

Scratch all the action proposals

Include East-West Institute

Include Export-Import Guarantees
Include OECD

Speak to me

~
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Most of all, the postwar history of Austria is a
source of hope. For the Austria of 1945 presented a danger
and a challenge ﬁo hopes for peace in Europe. For years
Austria hung in the balance in the cold war. For years
there was doubt that settlement was possible. It seemed
that neither side could afford to trust the other to permit
a guarantee of independence and neutrality.

Negotiations at first produced only failure and dead-
lock. Frustrations were heightened by many near-breakthroughs.
But, finally after eight years of negotiations, after

nearly 400 meetings with Soviet representatives, the forces

‘of reason: prevailed. On May 15, 1955 the treaty was signed.
The firsé lesson we learned is that these things don't

always come quickly. But we also learned that if we maintain

our
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It is a proof that the great unfinished business left
over from the Second World War can ultimately be completed
provided the West remains strong and united,

It is a proof that even the most intractable problems
between the East and West can be resolved to the mutual
benefit of both and at Fhe expense of no nation or peoples.

And finally it is a proof of the vitality of freedom
and of the ultimate triumph of free men.,

The wounds of recent European history are deep; they
will not heal overnight,

But if we of the West show enough patience and perseverance
Europe can, in time, become stronger and more healthy than
ever before, For change is the one certitude in a changing
world and the logic of history, of economics=--and indeed of

survival==should, in time, move us all toward an increasing
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Our own posture toward the East is clear. As I told
a group of our Polish friends last month, ™we will encourage
every constructive enrichment of the human, cultural and
commercial ties between Eastern Europe and the West,'" We
have worked along these lines for some time, Many things
have been accomplished since my speech two years ago in the
George Marshall Memorial Library at Lexington, Virginia, when
I announced that we would build bridges to the East. I listed
a few involving Poland last month. A But there are many others--
several within the past few months, For example:
== Educational and cultural exchanges with Czecho-
slovakia have almost doubled in the past year.
Exchanges with Rumania are up one-third.’
== Our universities, working together, signed new
and expanded exchange agreements with Bulgaria,

Czechoslovakia and Hungary.



.- ..

-= An American airline has opened the first
direct American service to Eastern Europe
in aimost two decades.

-= Rumania has allowed several hundred dual nationals
and relatives of U, S, citizens to join their
loved ones in our country.

-~ Last May, for the first time, the United States
participated in the annual Budapest Industrial
Fair. Our exhibit of American technical progress
was the hit of the show.

~= Our trade with Czechoslovakia rose from $24 million
in 1964 to $44 million in 1965.

-~ Peaceful trade with the Soviet Union is up to
' $87 million in 1965 as against $54 million‘the

year before.
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-= American exports to Rumania rose from $1 million
in 1963 to $6-1/2 million last year.

| -- The'Commodity Credit Corporation will now accept
East European bank guarantees for credits up to
three years on exports of oﬁr farm products.

-=- The Yugoslavs have been making a root-and-branch
economic reform--helped by the sale of American
surplus farm products, export-import guarantees
and loan repayment extensions. Now their factories

are competing with each other in the market place-~
and increasingly with producers from abroad.

-=- Early last month I called for a treaty to keep the
moon free for exploration and use by all, and to

- prohibft the use of célestial bodies for weapons,
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of the way our help has been used in Austria and elsewhere
in Europe, But=--working together--we look forward to even
greater days and greater achievements, That is the hope and
reality of our postwar policy and the thought I woﬁld like to
leave with you today.
Thank you again for coming and please come see us again

soon,



MEMORANDUM
THE WHITE HOUSE

WASHINGTON
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Saturday, June 11, 1966
—SEGRET—
MEMORANDUM FOR THE PRESIDENT
SUBJECT: Initiatives for your Wednesday Speech to the Austrian Delegation

The Ball-Vance memorandum on constructive steps in Europe {copy of
my summary at Tab A) contains three items which are ready for Presidential
announcement. They would provide an effective center piece for your remarks
on European and East-West policy to the Austrian Delegation in the Rose Garden
on Wednesday. (I checked this with George Ball. His first reaction was
favorable; he will, of course, want to check with Secretary Rusk, who will have
a good feel for the post-Brussels atmosphere in Europe.)

If you approve -- subject to an O, K. from the Secretary -- we will build
the proposals {summarized below) into the speech draft.

l. An East-West Institute of Management and Administration

All advanced economies -- capitalist and socialist -- share the

need for managerial knowledge. All have problems of managing
factories and cities, subway systems and air traffic,technical schools,
hospitals and television. Modern techniques of administration and
management -- whether of the GM or the McNamara-Hitch variety --
are directly relevant and of great interest on both sides of the Curtain.
Thus it makes substantive as well as political sense to propose
establishing an institute which would bring together professionals

and students of management to study, do research, and teach e§ch
other., ' ‘

The Institute would run everything from short conferences to full-
length courses; the curriculum would cover management procedures
and techniques of all sorts -~ budgeting, systems analysis, operations
research, time and motion study, and even some aggregative economics
of the CEA variety. It would throw together economists, plant
managers, engineers, city planners and even social psychologists.

ts orientation should be technical and strictly non-political. Tae
faculty would consist in part of established academics on loan or
sabbatical. It should have a permanent site (perhaps in Austria), and

be governed by a joint board with members from East and West,
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—SEGRET—

A curb stone estimate of a minimum annual budget would be some-
where between $4 and $5 million. Investment money would of course
be needed for a site, a building, working capital, etc. The money
should come from both East and West and from prlvate as well as
public sources.

Politically, I think this proposal would be a significant plus, certainly
in Europe, and I would think also at home. The risks seem minimal.
The odds on a Soviet response are medium to long, but the Yugoslavs
are a pretty good bet and the Poles and Rumanians almost as good.

A lot will depend on our tactics. But even if there is no response,
you will have taken an imaginative initiative toward the East in a
non-political area, offering something attractive to the younger
generation of technocrats and managers in the Bloc -- a powerful
group.

On balance, I think something will come of it. But even if nothing
does, the political onus of rejection would be on the East. And your
initiative will provide evidence that the U.S. is not frozen in a cold
war posture.

In Wednesday's speech, I would suggest that you announce the appoint-
ment of a special representative to explore how to proceed with all

the interested parties -- public and private, her'e and abroad. This
approach worked well with Gene Black. Possible candidates:

Mac Bundy, Kingman Brewster (President of Yale), Douglas Dilion,

J. A, Siratton (ex-President of MIT, now Chairman of Ford Foundatmn)
I strongly recommend Mac -- not just out of affection -- as the most

strategically located, the best equipped to play the politics witl# and ?E’;;J,
the most likely to pull it off. A (A,
Include in speech draft A Clerk Kerr
wWeald be wwsTher
No C . pemadeiliTy,

Speak to me

2. Ex-Im Bank Credit Guarantees for Eastern Europe

Here you would announce your intention to determine that'credit
guarantees on commercial exports o Poland, Hungary, Bulgaria and
Czechoslovakia are in the naaonc.l interest. This would cover the

—SECTRET—
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rest of the water front -- Yugoslavia and Rumania are already
eligible. John Gronouski is only marginally over-enthusiastic when
he says that this is the '"most important single economic step you
could take /on your own/ to put substance in your 'building bridges'’
ph1losophy. "It m1ght also make us a little balance- of-payments
money. '

You should know that we have a recommendation from State --
stimulated by your conversation with Gronouski -- that you announce
your intention to examine each export application and determine its
eligibility for Ex-Im guarantee on a case by case basis. This more

., cautious approach would sit better with the economic warriors. In
my view, the bolder approach is not only better foreign politics, but
better even in terms of domestic posture. I think you should not be
exposed to the political costs.of making a ruling on exports to Com-
munist countries once a month. But th1s is something only you can
judge.

Ianclude in speech drait

No

Speak to me

3., OECD Connections with the East

The proposal here is that you eanounce that you will instruct our
Ambassador to the OECD (Philip Trezise) to explore with the other
members of the OECD Council the possibilities of associating East
European countries with some of the Organization's working com-
mittees -- Trade, Fisheries, Development Assistance, etc. This
won't yield substantive benefits scom, but will be a signal of our
willingness to work the East Europeans inte Western economic arrange-
ments as rapidly as they are willing to get serious about it. (I have
quietly checked this with Phil Trezise -- he would be happy to be so
instructed. There may be mild grumbling by the OECD professionals
that we should not corxupt their institution with East-West politics.
But I don't think the Secretary is likely to be any more impressed by
that argument than I am.)

Include in speech draft
No
Speak to me SECRET-
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I think these three proposals would provide a punch for next week's
Austriaa statcment. They would help counter de Gaulle's attempt to look like
the ouly Western statesman with progressive views on East-West relations.
(I am inclined to think we should ignore the fact that some of our dispeptic
friends will « r that any move we make on this front is really due to the

stimulus of de Gaulle. Your long record on bridge-building is a powerful

answer. )

Al
i pvs

3
.

Francis M. 3Bator

ttaclhiment.



THE SECRETARY OF STATE
WASHINGTON

June 13, 1966

MEMORANDUM FOR THE PRESIDENT

I am enclosing a suggested redraft of your speech to
the delegation of private Austrian businessmen whom you
will see on Wednesday.

I have eliminated the three action items for two
reasons, First, none of them relates specifically to
Austria--all are directed at the Iron Curtain countries;
second, and more important, there is not time to lay a
proper groundwork of consultation.

I think it essential, for example, that the proposal
with regard to the East-West Institute should first be dis-
cussed with the NATO Council so that, to the greatest extent
possible, it can be an all Atlantic effort. The second
proposal with regard to the OECD should not, in my judgment,
be surfaced before we have consulted with at least the key
members of the OECD and the Secretary General. The third
proposal for granting export guarantees to four Eastern
European countries should be preceded by consultation with
Wilbur Mills and other key Congressional leaders.

I am particularly sensitive to the need for consulting
our European friends since at Brussels we made a great point
of the fact that De Gaulle was talking to the East without
touching base with his NATO partners.,

I have redrafted the speech, therefore, so as to make it
less programmatic. However, it does make the useful point
that the world has reaped great dividends by our action of
checking aggression in Europe and that the United States will
continue to stop aggression around the world as we are now
doing in Viet-Nam,

MM

Dean Rusk
Enclosure,
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This morning I want to suggest three further steps which we
believe would be mutually profitable.,

First, I intend to propose to the Soviet Union and the governments
-of Eastern and Western Europe establishment of anEast-West Institute of
Management and Administra.t-ion. The great fact of the modern day‘is that
all of us who have reaped the fruits oi cconomic growth have also suffered the
thorns. Xxst Each country faces the problems of burgeoning cities,
exploding needs for transportation, communication, medical services and
the like, Modern businesses in both East and West share the need to apply
today's advanced techniques to the proi;lems of managing huge and far-flung
enterprises -- factories and department stores, farms and subwéy systems --
all of the other machinery of prosperity. Xxeix KEach of us has much to
teach and more to learn.

We need a center to exchange information and iééas, a center where
managers and economists, engineers and city planners can talk, do research,
and teach each other., Perhaps Austria would be an appropriate site. This

and other details must be worked out. I have asked the distinguished

55e
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president of the Ford Foundation, Mr. McGeorge Bundy, to be my special
representative to carry this proposal forward. He will beg’ immediately
to contact the appropriate authorities -- public and private -- who might
¢t ‘ribute in this kind of enterprise.

Second, I intend to ask the United States ambassador to the
OECD to explore witkd with his colleagues the possibility of setting up
- working arrangements between various committees of that organization and
the Soviet Union and the countries of E#stern Europe. We must work for
a world of free interchange in goods, services, ideas, and visitors.
This is a step in that direction. °

Third, I intend to issue a determination that it is in the interests
of the United States for the Export-Import Bank to issue guarantees of
sound credit sales to Czechoslovakia, Bulgaria, Hungary and Poland. As
I have said many times before, peaceful trade between East and West is
good business, good politics, and most important, good for the cause of Peace.
This action will mean that the export credit guarantees available to Eas‘;;ern
and Western Europe will be identical. In today's world, credit is critical
to trade, We intend to provide Eastern Europe with access to American

business services on the same terms as our other valued customers.
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LONFIDENTEYE Ny
I hope, therefore, that before you take this critical step
we can have an opportunity to review it fully together.

Sincerely,

The Right Honorable

Laster B, Pearson, P.C., O.B.E., M. P.
Prime Minister of Canada

Ottawa

LBI:WGB:mm
June 14, 1966

~CONFIDENTLAE
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DEPARTMENT OF STATE
WASHINGTON

June 13, 1966

MEMORANDUM FOR THE PRESIDENT
Subject: Canadian-Soviet Bilateral Air Agreement

Recommendation:

I suggest that you send a letter (TAB A) to Prime
Minister Pearson of Canada to express your hope that the
Canadian Government will refrain from agreeing to granting
the Soviet airline (Aeroflot) onward aviation rights from
Montreal to Havana.

APPROVE DISAPPROVE

Background

We have been informed that the bilateral aviation
agreement which is about to be concluded between Canada
"and the USSR would establish a Moscow-Montreal service by
Air Canada and Aeroflot and contain a provision granting
beyond-Moscow rights to the Canadian airline in exchange
for beyond-Montreal rights for Aeroflot. While there is no
objection to the establishment of the Moscow-Montreal
service, the onward rights to be granted to Aeroflot would
facilitate the Soviet airline's operation of service between
Moscow and Havana by permitting these flights, which now
must be non-stop, to make a technical fueling stop at
Montreal.

—GONEIDENTF
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This development would, for reasons stated in the
attached letter, constitute a significant breach in our
Cuban isolation program and, for this reason, our Embassy
in Ottawa was instructed to raise this issue with the
appropriate Canadian officials and to point out the serious,
- high level concern in Washington. These efforts have not been
successful in dissuading the Canadians from granting beyond-
Montreal rights to Aeroflot, and the Canadian Cabinet has
approved the agreement. The initialing of the agreement can
be expected almost immediately. '

. Because of the foregoing considerations, it now appears
that only an approach at the highest level would have any
chance of success in convincing the Canadian Government to
delete the onward rights provision from the agreement with
the USSR. Although the chances are less than 50-50 that
Pearson will override his cabinet, I see no harm in putting
him in a defensive posture on this matter.

RNeon Roate

Dean Rusk




PROPOSED LETTER TO PRIME MINISTER PEARSON

Dear Mr, Prime Minister:
, | .

I am disturbed to learn that you are planning to go forward
with a civil aviation agfeement with the USSR that would,
among other things, grant beyond-Montreal rights to Havanna
for Aerqflot°

This could greatly hamper the efforté of the Hemisphere
tp secure the effective insulation of Cuba; which so far has
been our main defense against serious subversive efforts through=
out Latin America.

I know you are familiar with the proceedings at the Tri-
Continental Conference in Havanna last January. At that
Conference, the Communist powers disclosed their plans for direct-
ing a concentrated effort to subvert freedom throughout Latin

America, It has seemed to me, therefore, that we should

increase, rather than reduce, our efforts to check the flow of
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ﬁgents, not only between Moséow and Havana, but also through
Moscow and Havana to the rest of Latin America.

The Organization of American States took a firm decision
to check this traffic at the Foreign Ministers' Méeting at
the "0OAS in July, 1964. Bu; the licensing of Moscow-Montreal-
Havana flights would cut directly athwart that policy. It
ﬁould greatly weaken the efforts to dissuade other flag lines
from instituting service to Havana. It would be read through-
out the Hemisphefe not as another step toward an East-West
detente but rather as a desire on the part of Canada to better
her relations ﬁith Castro in disregard of the interests of
the other hemispheric states.

I put this to you in - forceful language‘because

I think that the step you are proposing is a dangerous one



3=
and would be so regarded by the other American Republics,
Certainly domestic opinion in my country would find it very
hard to understand.
I hépe, therefore, that before you take this critical

stép we can have an opportunity to review it fully together,
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Such steps are essential; but not sufficient; to a
peaceful world. The structure of peace is many-sided. It
also reduires, as the UN Charter rightly affirms; the creation
of stability and well-being; higher standards of living;
better health and education; social progress and the wider
enjoyment of human rights.

Toward the attainment of these goals, particularly in
the economic sphere, the United Nations already plays a
central part - notably through the efficient administration
of technical:assistance and pre-investment programs. But
vast problems still lie ahead: unedual rates of economic
growth; shortageé of skilled manpower; imbalance between food
" supply and expanding population; and the complex economic
relations between developed and developing economies. For
mobilizing the world-wide resources of capital and skills to
meet such needs, there exists today no better instrument than
the United Nations and its related agencies. Even in areas
‘afflicted with political tension and instability, as in
Southeast Asia today; the UN is able to bring nations'together
to collaborate in the works of peace.

Finally,
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Finally, the essentials of peace include respect for
universal human rights and for the dignity and worth of the
human person. Thg Universal Declaration of Human Rights has
served aé an influential standard for many nations. Through
its Human Rights Commission the UN continues to promote
human dignity and to press for the eradication of racial and
feligious prejudice and discrimination. It has stimulated
much of the steady advance in human rights; not only as a
part of the historic end of colonialism in Africa and elsewhere,
but also in older and more established societies. Its work
will remain important in the major efforts for human rights
that lie ahead.

The leadership which the world expects of the United
States in all these activities would be impossible without
constant communication between government and citizens.

You who are joining in this UNA-USA dinner must play a vital
part in assuring that such communication continues -- because
on it depends the informed support whom the people have always
expressed for an effective United Nations. Such suppért was
never more necessary than it is now; in the vital tasks that

lie



lie immediately ahead. You may be sure that your Government
will seek continually to deserve that support by its

unceasing efforts to perfect the institutions of a more

just and peaceful world.



W, ¥, Boetaw
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—SECRET— June 6, 1966

SUMMARY OF DESALTING PAPERS

You have already seen two papers on the Israeli and UAR desalting
projects, One was Secretary Rusk's, The other was a Schultze-Hornig-
Rostow paper to put this in the broadest possible perspective, The
following summarizes,

Secretary Rusk recommends you name a high-level coordinator
to explore conditions under which we might cooperate on nuclear
desalting plants in Israel and the UAR, The coordinator would look into
using these projects to negotiate IAEA controls on all existing and future
nuclear installations in both countries, Secretary Rusk also recommends
we undertake economic feasibility studies of both plants,

Your advisers want to h1gh11ght four questions that still need sorting
out as we move ahead:

1.’ Can these projects be economic? Economic analysis confirms
that the Israeli project will not produce water at currently competitive
costs unless financed by grant or at heavily concessional rates, Before
getting into that, we want to be sure we are not overlooking other ways to
do the job, and your advisers endorse Secretary Rusk's recommendation
that you appoint a coordinator to do thzs. We know little about the UAR
pro;ect.’

2, Will these projects undercut our efforts to stem proliferation
of nuclear weapons in the Middle East? We doubt that Israel will accept
IAEA safeguards on Dimona in exchange for the desalting plant, but your
advisers agree with Secretary Rusk that it is worth exploring, Even if
Eshkol did, some of our disarmament experts now feel it would be better
not to introduce any new plutonium into the area because it might escape
control,’ If we were satisfied with safeguards, how much should we ""pay"
for them?

3.' Should we link the Israeli and UAR projects? Although it is
risky to do anything like this with Israel without balancing on the Arab
side, we are not politically in a position to do any capital project for
Nasser now, much less a nuclear one,’ We might even get the kind of
nuclear self-restraint we want without giving away a plant, So your
advisers differ with Secretary Rusk and believe we should hold off any
approach to the UAR until we know where we stand with Israel,’

—SECRER
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4, Can Adequate USG financing be made available for the
Israeli project? For the $200 million project, the only likely source
of funds under current policies is a possible $50 million from Ex-Im,
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June 14, 1966
MEMORANDUM FOR THE PRESIDENT Y~

SUBJECT: Internationzl Council for the Exploration of the Sea

The Secretary of State recommends that you sign a message transmite
ting to the Senate for advice and consent to accession the Convention
for the International Council for the Exploration of the Sea.

The Council iz the oldest {established in 1902) and most respected
international organization dealing with marine science and particularly
with fisheries. The U. S. joined the Council in 1912, but allowed its
membership to elapse during World War 1. Since then U. S. scientists
have worked informally with the Council.

The Convention proposed herewith is being adopted by all of the members
of the Council to replace its earlier Statutes and o enlarge the scope and
activities of the Council.

The Nationzl Academy of Sciences Committee on Oceanography, repre=~

senting the non-governmental segment of our oceanic community, stroagly

urges that the U. S. rejoin. The Oifice of Science and Technology endorses

membership in the Council on the basis that membership in an inter«

national organization such as this would be desirable and useful to the

U. S. in reclation to political, legal, economic, and strategic consider~
ations of the oceans and their resources, which is in line with the recome

mendations contained in the PSAC Panel's report on the effective use of

the ocean recently submitted to you.

U. S. affiliation with the Council at this time would be consistent and in
support of the other steps being taken by your Administration to intensify
its concern with exploring and exploiting the oceans such as the PSAC
Panel report mentioned above, your action on S.944 {the Magnuson bill
on marine resources and engineering development) and other bills now
pending in Congress that may reach you this session.

Accordingly, X recommend that you sign the transmittal letter.

W. W. Rostow
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THE SECRETARY OF STATE
WASHINGTON

June 13, 1966

MEMORANDUM FOR THE PRESIDENT

Subject: - Request for Appointment for
Ambassador Sullivan

Recommendation:

I recommend that yoﬁ receive Ambassador
William H. Sullivan, who will return from Laos
June 27 for consultation and home leave.

Approve Disapprove
‘Background:

I believe it would be desirable for you to
discuss with Ambassador Sullivan the current
political and military situation in Laos and its
relation to developments in Viet=-Nam.

Ambassador Sullivan plans to be in Washing-
ton from June 27 to July 1. He will return to
Washington for five days before returning to Laos
in August. He can, of course, come to Washing-
ton to see you anytime during his stay in the
United States.

Nslusho

Dean Rusk

o570
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W. W. Boetaw




Mr., President:

e

2.

Monday, June 13, 1966 --

; cere onies: ¥ p' ned for the Faisal visit I

» 21 are

7:45 p. m.

ctly like tho for President Park's visit and the minir--1m

required for Chiefs of State.

Several innovations which were to have been tried during the
Faisal arrival will be held in reserve for possible use during

a future Chief of State visit.

W.W. Rostow
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Monday, June 13, 1966
9:45 a.m.

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Arrangements for Faisal Visit

We have explored this further with the Near East
specialists in State. The proposals of Protocol to attract
a " rtger crowd along the para * route and to increase the
dignity of the ceremony at the White House are now
acceptable to the Arab specialists.

As now planned, we believe they meet your interests
and are not likely to complicate our relations with the more
popular Near Eastern regimes. They involve arrival at the
el »se rather ° | on " e White House grounds, and a
somewhat extended parade route.

State's Protocol parade master, Sam King, will be in
touch with your Colonel Cross on necessary steps.

W. W. Raostow

Arrangements OK

See me

< Mogers
!<iuum4

b1
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Limited Official Use Monday, June, 13, 1966

MEMORANOUM FOR THE PRESIDENT
SUBJECT: Appointment for Ellsworth

Bunker plans © © ia - this week and part of -~ He would
to have chance - = theelectoral - and

mn—-mmm
Withyour ~  workeut - appolntment
Marv Wateson.
W W Rostow
Approve
m::p

Speak me .

3
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June 1. 1966

Dear Stewart:

The Report of your Natural Resources Misslon to Germany is
before me. '‘Conservation™ is a2 sound basis for international
cooperation for the same reason that it is & sound baeis for our
Nation's resources policy -~ because it is ethically sound, and
rooted in our love of the land, our respect for the rights of
others, and our devotion o the rule of law.

Your action proposals are well conceived and most timely, It
is my underatanding that your German counterparts have seen
the report and are anxious to initiate the action program oute
lined in it.

1 want you to act as coordinator of this exchange, subject to the
foreign policy guldance of the Secretary of State. I am directing
that your Cabinet colleagues, whose Departments are involved,
provide the finest kind of cooperation in order to ensure the
success of this program.

I've noted that first ateps have already been taken, with the invitas
tion to 3 Gexrman coal rescarch team to visit our facilities this
summer, Complementary natural resources research programs
are bound to bs fruitful.

Special stress should bo placed on the control of automobile
sxhauot pollution. Our two coubtries have a ¢common stake in
this problem, ifi an industry basic to the economy of each is to
remain healthy.

You and your team have made a fins contribution to the cause of
international amity and to the cause of conservation. I am particue
larly pleased that the key membere of the Housae and Senate who
participated in the mission have endorsed the development of an
effective natural resource exchange.

Keep up the good work.
Sincerely,

/s/
LBJ

Honorable Stewart L. Udall
The Secretary of the Interior
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CONFIDENEIAL- Monday, June 13, 1966
9:50 a.m.

F*T "ORANDUM F™R THE PRESIDENT

Two distinguished Negro leaders have written (Tabs A and B)

to congratulate you on your May 26 OAU anniversary speech:

1) Reverend James H. Robinson, Director of Cperation Crossroads
Africa, a volunteer summer work program for American youth

in Africa (Secretary McNamara's daughter is a former participant);
and 2) Frederick D. Patterson, President of the Phelps-Stokes
Fund which bas financed acholarships and educational projects

for American Negroes and Africans.

We have drafted short, but friendly, replies (Tabs C and D)
for your signature.

For signature.

W. W. Rostow

IR Y 15




June 13, 1966

Dear Dr. Robinson:

Thank you for your kind comments on wy
recont remarks on the occasion of the third
anniversary of the Organization of African
““nity. It was an event of special importance
to me as it offeraed an opportunity for me to
meet not only the African Ambassadors, but
Americans like you who are making & real
contribution to African development.

Sincarely,

- /s/
LBJ

The Reverend Jemes H. Robinson
Director

Operation Crossroads Africa, Inc.
150 Fifth Avenue

New York, New York 10011

LBJ:UH:em

cc: W.W, Rostow

T e
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MEMORAppmared-For Release 2001/09/06 : NLJ-018-008«2-3-1 —

THE WHITE HOUSE

WASHINGTON

~SECREF-- SENSITIVE Monday, June 13, 1966

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Guatemalan Inaugural Ceremony

In our conversation last Friday evening, we discussed the inaugura-
tion ceremonies for Guatemalan President-elect Mendez Montenegro.
More precise answers to some of your specific questions are:

1. Program

The schedule of events is at Tab A,

2. Tiving Timeae

The large jets can get to Guatemala City from Andrews in
4 hours and 15 minutes and return in 4 hours and 10 minutes.

3. Security Situation

From this end it looks satisfactory, but it would be advisable
to get a further reading from Ambassador Mein, We can send

25X1A the message at Tab B through || -2 nrels if you

wish to pursue this aspect. Alternatively someone could go from
here to make the check.

W 3~
W, 'G. Bowdler ) Ku)ou/

Approve sending message

Prefer sending some to check

Prefer not to pursue : )

Speak to me

Attachments _)sca—s'r'- SENSITIVE

Approved For Release 2001/09/06 : NLJ-019-008-2-3-1



June 28:

June 29:

11:00 a. m.

4:00 p. m.

7:00 p. m.

June 30:

7:00 p. m.

July 2:

11:00 a. m.

8:00 p.m.

10:00 p. m.

GUATEMALAN INAUGURATION CEREMONIES

Protocol for Inaugural Events - June 28 - July 2

Delegates arrive in Guatemala City.

Presentation of copies of letters of credence
to Foreign Minister Herrarte by the Chiefs
of the Special Missions accompanied by
members of their missions.

Presentation of letters of credence to
Chief of State Peralta by the Chiefs of
Special Missions accompanied by
members of their missions.

Reception by Foreign Minister Herrarte
in honor of the Special Missions.

Reception by the Chief of State and Minister
of Defense Peralta on the occasion of Army
Day.

Inaugural ceremonies .

Chiefs and Members of the Special Missions
are introduced to the President and the Vice
President.

Special Missions place a wreathat the Heroes
Monument.

Dark business
suit,

Dark suit.

Black tie. -

Black tie.

Dark suit.

Dark suit.

Dark suit.

Banquet is given by President Mendez in honor White tie.

of the Chiefs of the Special Missions.

Reception is given by the new Foreign Minister White tie.

in honor of the Special Missions (following
President Mendez' Banquet).



~SEGRET=SENSITIVE— —

MESSAGE FOR AMBASSADOR MEIN

For use in determining the level of our delegation to the
inauguration ceremonies, we desire your assessment of

the security situation i 1 capability of Guatemalan forces

to deal effectively with anti-US disturbances which communist
and other extreme leftist elements might try to launch.

Please reply using the same channel.‘

=SRERE =SENSITIVE—



SEEeREP— Juoe 11, 1966
Saturday, 7:30 p.m.

Mr. President:

6.2 ()
3.308)(s+t)

However, due to a
boner in the rentagon they did not request
this dispersal approval early enough and now
they are stuck with a tactical evaluation
exercise next Wednesday. They should have
Presidential approval before then.

Your prompt action would be greatly appreciated.




MEMORANDUM o2
TEZ WHITE HOUSE
WASHINGTON
rSECRET
“FORMEREYFRESTRICTED DATA June 10, 1966

MEMORANDUM FOR THE PRESIDENT

SUBJECT:

R

If you a,ppfbve_, I will sign the attached memorandum to the Deputy
Secretary of Defense. - : . .

o,
W W Rostow
Approved =
. Disapproved
Sée me
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THE WHITE HOUSE
'.WASHINGTON
June 13, 1966

SFECRETL _
-AORMERTY RESTRICLED DATA™

IVILNO‘{ANDUM FOR THE DEPUTY
DEPARTMENT O.E‘ DEFENSE

SUBJECT: 62
‘ I (a)

é-2
Ln)
3,3(b)
(S+&)
It was noted that the Department of State and . S
Atomic Energy Commission have concurred in this requested
dispersal action.
The requested authority has been approved with the understanchng
that all weapons to be dispersed under this authority are program-
med for permlsswe link installation in accordance w1th T\ISANI 160
€2 (=)
3.3 :
(b)(646)

. W Rostow




THE DEPUTY SECRETARY OF DEFENSE ‘33 /
WASHINGTON, D. C. 20301

O JUN 1966

MEMORANDUM FOR THE PRESIDENT

¢ a(a)
SUBJECT: _Dispersal of Nuclear Weapons 43 (B

I refer to your memorandum for the Deputy Secretary, Department o ,
Defense of March 19, 1966, which convezed Presidential authority J’ !

strike squad-

isperse additional

ron will soon be operationally ready and authority to

nuclear weapons to support it is now required.

mir Force 'Strike Squadron, located am is "
scheduled to assume an operational capability with - aircraft in
June 1966, U, S, unilateral communications to are already opera-

tional. Other necessary custodial and security arrangements a
to support the F'-104G capability are also in bei

— NSAM 334
also authorizes, Tor planning purposes only, the eventual dispersal of 40
modern nuclear weapons for the support of two F-104G squadrons.

This authority contemplates the withdrawal of nuclear weapons support
from an F-84F squadrona

"

ha !On

b;)Edi
18

v- ATIC 3649
BOn BIR OAZ00.10 awc Def Cont Nr. ).C
D(" S NGT APPLY

S AY



—SEGRE—

specific type of weapons to be furnished at any one time will depend upon
target requirements, weapon availability, and logistics aspects. There-
fore, operational flexibility within the above listed types of nuclear weapons
is considered necessary.

The referenced memorandum reduced the dispersal authorization for two ‘.2(_‘1-«)
strike squadrons from 50 weapons to 45 weapons, Therefore, ap- ;“)(;)

proval of this request will reduce the weapons dispersed for two 3.

Air Force strike squadrons from a total of 45 weapons to 40 weapons,

U

e
yields of these weapons are within the limitations contained in NSAM 143
and the weapons are included in the PAL installation program in accordance
with NSAM 160. Approval of this request will not require anf increase in

the area totals of nuclear weapons proposed for dispersal in FY 66
over those reflected in NSAM 334,

The Department of State and the Atomic Energy Commission have concur-
red in this requested dispersal action.

Mo Qo -

FORMERLY RESTRICH

Handle as Rgstr-i b
Sectian 1

DATA

ok T i ESemination
s ALOmiv Ensrey Act 1354
3 A

A4y




MEMORANDUM

THE WHITE HOUSE

WASHINGTON

Saturday, June 11, 1966, 7:30 p.m,
MEMORANDUM FOR THE PRESIDENT

SUBJECT: S‘euirefary Freeman's Report on His Mexican Trip

Secretary Freeman askad me to transmit to you the attached report on
his trip to Mexico.

He does not mention in his report that he discussed the possibility of an
international cotton commedity agreement. The Mexicans, who have in
the past shown interest in an agreement of this type, were not sanguine
that the opposition of other producers to a commodity arrangement could
be overccme. The subject of an international cotton agreement will be -
considerecd further next week at a meeting of the International Cotton
Advisory Committee. We assume that the Mexicans will continue to
seek support for such an agreement. We will support taem, but, for
tactical reasons, notiazke the initiative,

Ambzssador Freeman has cabled the Embassy's assessment of the visit;

"The Er.bassy considers tiie visit as having been extremely useful,
<, of course, demonstrated President Johnson's concern that United
States agricultural policy be understood by the Mexicans. It afforded
top Mexican officials the opportunity to explain at length the Mexican

- views directly to Secretary Freeman, and afforded him a similar
opportunity to explain the United States position, including the legis~
lation under which the program will be carried out. While views were
energetically pressed, the discussions were cordial throughout.
Prominent publicity given Secretary Freeman's categorical assurances
that the United States would not dump-cotton and that it would not sell
below 22 cents a pound during the 1966~1967 season, as well as other
points made by him in the press release and the press conference,
was most helpful from a public relations viewpoint."

Secretary Freeman's trip fulfilled &Qu;r: commitment to President Diaz-
Ordaz, His discussions give the Mexicans and us a better understanding

of each other's position. What the Secretary agreed to with respect to
dumping and holding the price for cotton for the marketing year 1966-1967,.
plus our continued support of the Mexican initiative for a commodity agree-
ment, puts us in the position of being helpiful to the Mexicans.

U{\a Oﬁir Rostow

seccachment
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§ 30
DEPARTMENT OF AGRICULTURE

OFFICE OF THE SECRETARY
WASHINGTON

June 8, 1966

MEMORAWDUM
To: The President /ﬂ

The White House ;o

e

From: Orville L. Freeman.

Secretary of Agriculture
Subject: Follow-up .lexican Trip
l. The follcir-up of the President's successful trip to Mexico was

consurrated June 6 and 7. Protractive, touchy and dirficult
sewsions were held concerning cotton. On balance I believe it
turned cut well.

I confzrred for 45 minutes with President Diaz Ordaz. He was
cordic... I orought your greetings and joined with Ambassador
Freemen in presenting the albums of pictures of the President's
Mexican trip. He askea that I express to you his appreciation
and warm regards. ;

I was samewhet surprised that the Mexican President addressed
himself so strongly to the subject of cotton pricing. I was

pleased that he did. It came out that he had been misled about

a nmunber of things. I think I was tactfully able to brocuden his
understanding, particularly on the importance of maintaining our
competitive position vis-a-vis rayon. He was quite surprised and
startled when I teld him that since 1949 cotion had lost 15 mil-
lion bales anmually to rayon and vhat failure to price competitively
was & significant factor.

Accompanied by Ambassador Freeman and my own staff, including Ed
Fried from the State Departmant, I spent 3 hours with the Mexican
Cabinet, headed by Secretary of State Carrillo Flores. I made
every effort to be considerate and obliging and to comply with

8ll their legitimate requests. I had anticipated that they would
concen:rate on the question of U.3. pricing policy under the cotton
provisions of the Food and Agriculture Act of 1965 but had not
expected that they would be as persistent and demanding as proved
to be the case, ’



2--The President

I listened very patiently to their extremely long an. sometimes
tedious presentations and then sought for a middle ground or
some kind of review or study or commitiee which would show prog-
ress but would not make it necessary for me to refuse their
specific requests. They wouldn't be dissuzded from vheir target
which was to get categorical commitments of our forward ricing
policies on cotton not only for the marketing year 1966- 67 but
beyond., This I couldn't give them for both legal and policy
reasons.

Here is where it ended up:

A. I told t-:.  categorically that the United States would not
dump cotiton. This made headlines in every newspaper.

B, I told them that the United States would not sell below
22 ceats a pound for the marketing yeax 1966—07

C. After avoiding a direct answer for as long as possible I
finally had to magke it categorically clear to them that I
would not make a commitment on cotion prieing beyond the
1966-67 marketing year. (I am directed under the law to
set the cotton support price at 90 percent of the estimated
wor:d price.)

Pormer Secretary of Agriculture Rodriguez Adame carried the
discussion and mede a categorical demand on me to set a Torward
price beyond one year at least three times despite the fact
that he was fully aware of the provisions of the law having
spent the last year lobbying in Washington.

D. They also demanded that I announce then and there whether we
would add carrying charges to the curren: sales price of cot-
ton, i,e., 22 _cents, and if so, when, and how much per month.
Here again I was forced to a categorical refusal. I was able
to tell them, and did so, that in all likelihood carrying
charges would be added and we would make that decision as soon
as it was possible to do so.

E, It was requested that we agree and so announce that formal dis-
cussions would be held with Mexico before announcing price
supports or changes in sales policy. Again I had to refuse,
bus I assured them we would continue to be ava*lable for informal
discussions of our policies.
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3-=The President

F. I issued a press release and they did the same which con-
tained the usual platituces about a continuing close working
relationship. It made the following specific points:

(1) The U.S. has not and will not under any circumstances
dump cotton on the world market.

\2) The U.S. will not sell cotton duriny the 1966-67
merketing year at less tiheaa 22 cents & pound.

(3) The U.S. will continue to voope:ate wit™ Mexico and cother
interested countries in existing internzvional organi-
zations dealing with cotton production and conswsption.

(4) Trnat the U.S. and Mexico will continue the friendly and
candid discussions of cotton problems and prospacts.

L4, The Mexican press response was excellent as of my departure featur-
1.2 in black headlines "U.S. won't dump cotton." The Mexican Secre-
tary of Agriculture stated publicly at r - press confere:ice the
appreciation of the Mexican Government to President Jolnson and
steted further chat the Mexicen farmer no longer need be so appre-
hezsive about his future cotton prices.

5. The l.ricans were stubborn, obiuse and narrow-minded on the vhole
price question, e are convinced that competition with rayon is
critical and that price is an important factor. We have lost the
equivalent of 15 million bales of cotton a year to rayon since
9&9 Nonetheless they did not want to announce, although they
w2ed privately, a study by techniciars to review the competitive
prlce situation.

©. On balance the conferences were friendly, direct and detailed. The
colioguy was sometimes spirited. I was concerned at the conclusion
that they might be offended. However, there wes no indication of
any offense on either side at the dinner held later <that evening by
Anbassador IFreeman or on Tuesday when I visited the National Agri-
cultural Institute gt Chaplngo with the Mexican Secretary of Agri-

culture. - f o~ e / Ag 1
a2 N e — 3 s
l W ,(4/ /un{, N;,.m,» 2 n{, ,VQ, AL A-x-"“ At {f( L
2. 1 .-»;'I l ‘ £ o : .a.. fot /
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Some Obseryations

J

-

i. I am somewr.t cuspicious of the Mexican attitude. Cotton price is
of course important but there are other important considerations.
Treir single-minded concentration on price, cblivious to everything
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Y--The President

else, from the President himself on down hardly msXes sense,
Either there are some ecoacmic interests, ossibly lirge cotton
dealers, who have inordinate influence on the Government, or
this is a transcendent emotioral issue.

Mexico's overall'agriculture has made outstanding progress. They

are foud self-sufficient, which is a real accomplishmeant. They
have an excellent research program and, as you know, Mexican
mzize and wheat seeds are being used extensively and successfully
in Pekistan and India. I urged them to join with us in the Food
for Frezdom progre.. around the world exporting thelr know-how.
Their response was, '"We are he py to help, but after all we are

a poor country:”

Ejido problem -~ This is a shocking p-oblem c=..d one the Govermment
largely ignores. There are five million Ejidotarios wi:ch an esti-
mzied net income of less than $200 & year per capita. ....s is a
product of the revolution and the philoscphy thet every man is
entitled to land. Instead of giving the land tc an individual
owner, it has been granted to a so-called Ejido which is e xind

of cooperative community where it is held in joint ownewrsiip,

Tracts are assigned to individuals but it ceanot b mortgaged or
sold. As a practical matter the whole operation is now »Holitically
dominated through the control of the Compesino Lezague which is in
wurn affiliated with the politicalparty P..I which dominates Mexico.
The result is very little progress. The Government continues to
look the other way for this is a kind of "political Holy Cow". 1In
a country which has advanced as much as Mexico with its excellent
overall agriciltural growth rate and its fine record of economic
progress, it is disgraceful that this condition should continue.

It is ironic that these Ejidos continue to be glorified as the out-
svanding product of the Mexican revolution. Actually they virtually
enslave these people. The Government which glorifies the revolution
and with it the Ejidos continues to look tl.e cther way.

I received varying reports as to how politically explosive tuhis
situation is, but it certainly is a condition which ought to be
rectified. We should use our influence wherever feasible to try to
correct it.
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MEMORANDUM

THE WHITE Hi

WASHINGTON

~—GONFIDENFEAL Satu

MEMORANDUM FOR THE PRESIDENT

Mrs. Gandhi has taken the first big step 1n tne economic program
Mehta worked out with George Woods. She has devalued the rupee.
This has triggered strong consposition within her own party, from the Left,
and from Indian business nien.

She needs the prompt response of aid donors to permit import
liberalization and to underscore the positive part of her program. That
is why Ceorge Woods is pressing the consortium hard for prompt action.

‘The polities of our bargain are in pretty good shape.

-- She is angling through diplematic channels for ancther
meeting with the Paks. Gene Locke is working the other end ofthe
line. Waile this will probably not procduce anytLing dramadtic, it
should keep the Tashkent process going.

-- The effoct to get a grip on military spending is less advanced.
But George Woods is working actively on this, as you know; and State
is pressing the Indians to take our concern seriously.

We are pleased with Mrs. Gandhi's boldness; a bit worried about the
tizatrope she's on; and feel we should go ahead now with our part of the
eccnomic deal.

Woods has promised to let her know by 15 June -- mxt»Wednesd:rs--
how much the consortium will contribute toward the World Bank targ

of $900 million in non-project aid. She has committed herself to announce
further steps on import liberalization by about 20 June. She cannot do

this without the Woods package. The consortium meets on Tuesday.

Dave Bell accepts the World Bank's $900 millian terget and would
like your approval: :

To put in & W.S. planning figure up to $335 million at the
consortium negotiating session Tuesday. This is in addition to the:
$100 willion yom approved for the Vice President to take with him in
February. Our planning figure would include: (a) an immediate new
program-loan of $150 million available from FY 66 funds and (b) up fo
snother $185 million to be thade contingent on Congressicnal appcoval.

—C-ONEIDENTIAL
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Bell-would start bargaining with a low U.S, figure of $280 million
(plus the earlier $100 million) to press other donors to give more and
would go up to the full $335 million only if necessary to get the maximum
out of the others. AID can handle the higher figure with what it has
already asked of Congress.

Woods is pressing the Germaris te increase the $62 million they
plan to put irfo the consortium; and to increase within that figure the
present amount (about $45 miliion) of their program lending. We shall
be on to the Indians to press home George's point.

Pell-recommends the package and has consulted the Congress.,
State concurs.
Bureau of the Budget concurs in an atitached memorandum.

Secretary Fowler is indissenty as his attached memorandum to you
indicates. '

e mzakes three points:

-- He believes 42 percenf. rather than 43 ‘percegtis the
‘"Appropriate share! for the United States;

-- He regrets that the debt Ccsche&ulin.g_forwm&itwi11-»-'5&
delayed by the World Bank until the fall;

-- He generally opposes continugd:.,mn-l;r o jed:"tendi.ng-ﬂi:o
India unless we can.establish a moee-favorable-bilateral-trade
balance with India.

I have looked carefully into these points.

With respect to shares, the 42 percent is an historically accepted
figure covering both project and non-project lending. It 1s not the
televant figure for this package, . which is. wholly-non-project. In
fiscal 1965 -- the last year for a full consortium package -- the.nen-
anjec{-'s‘bare of the United States was as high asr.55‘percent. It is,
thus, true that in the sensitive area of non-project lemding we.ares

masking progrees. in getting otherste do more.

e R =
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Moreover, our share looks bigger than it is. We are being allowed
by the World Bank {o count the $100 million non-project loan to fadia
which we granted via the Vice President, as part of this year's consortium
package, although it represents funds which under normal circumstances
we would have lent India last year. The other members of the consoctium
did not break off their assistance to India as we did during the-war period.
They are not getting credit this year for the contributions they made
last year.

Therefore, on this point I conclude that eur share in this'non"—'pr‘eject
Package is "appropriate. "

With respect to debt rescheduling, all of us would like to see that
take place .5 soon as possible. It requives, however, complicated
prior negotiation. George Woods believes he canzot get it organized
unti. the iz... =Ze has, however; accepted and wiiL try to press on the
cthess, a _rianciple greatly to our advantage; namely the principle that
we will tzke the debt rescheduling "off the top.' This means that those
wko, in the past {mainly Europeans), lent on hardest terms will bear
tne goeater burden in the rescheduling; we will deduct this from the
$900 million; and we shall divide up the balance according to the agréed
percentages. It is just that this principle be accepted; but it is also to
cur advantage. And itis worth our while to let George Woods fight this
battle for us between now and the autumn, which is his recommendation.

With respect fo the commercial halance, it is true that we buy more
from India than they buy from us. However, this does not bear directly
on the present loan package. &ll of it is tied. We are working hard --
and should work harder -- to increase our exports to India. We are
making some progress. But we cannolt count on having even bilateral
frade baianceS’wi'thevery counﬁry. Moreover, of the other major trading
partners of India: the pound is in worse trouble than the dollar; the
Germans are no longer building reserves; and we have good balance of
rayments arrangements with Japan. The Indians trade little with the
French.

‘I conclude, - therefore, thal while we wish to go further in increasing
our exports to India as to other countries, there is no balamce of payments
pain-in this loan package; amd there is nol even much painm.in-India's
favorable trade- balance: with us .« »
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Therefore,~1¢oncur in the recomimendationofAID, State, and
{the-Bureau of the Budget.n

The $900 million is the minimum necessary to carry Mrs. Gandhi
over import liberalization and her political crisis.

Economically, our balance of paynic¢nts wiil not be damaged.

And we are getiting albut as much equity f{rom the consortium
as one is likely to get in an imperiect world.

krecommend you. approve-the AID package-as presented.

4
_ L’W .[LW-:?;ostow
Approve ~ID package /

Disapprove

See me
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
’ WASHINGTON, D. C. 20523

OFFICE OF
THE ADMINISTRATOR

June 10, 1966

MEMORANDGM TO THE PRESITENT
SudJETT: Aid to India

Prime Mintster @andhi has started to undertake the
economic policy reforms discussed with the World Bank. Deyal~
uatien of the rupee, announced ecarly this week, was the most

olitically di€ficult element of tie reform packsge. Mrs.
hi is standing fiym in the face of a storm of criticism
within India, not only from oppcsition elements claiming the
Governmment sold out to the West, but from strong elements in the
Party itself, who fear the decision will hurt the party
in the February '67 electioms. :

Indie had intended o put the whole economic program
out as a ~ingie package, but because of the severity of conflict
over the devaluation decision smong the top political leadership,
and because of the grave danger of a leak, Mrs. Gandhi was forced

1o speed up her timetable. The Goyernment of India hes publicly
romised to announce further steps on import liberalizetion
thin a fortnight", and is now in a difficult position with
continued uncertainty sbout the nature and extent of foreign
exchsnge support for the reforms. '

The Indians have urgently requested George Woods to
rt on his efforts to mobilize the $900 million of non-project
d he agreed that they required to undertske further reform
measures, parbicularly liberalization of imports, in order to get
the economy moving and thus conyvince the Indian public that the
new steps are really in India's interest. George Woods has
promised to yeport to the Indians early next week on the results
of his efforts.

The questlon. George Woods has put to us with the request
thst we respond as soon as possible is: how much of the $300
million will the U. S. provide. The following considerations
should govern our cecision: ' '

GROUP 4 CSONFEDRRFFT AT,
Downgraded at 3 year ' ‘
intervals; declassified

after 12 years. '
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1. We would like to hold the U. S. contribution to
about 42% of the total which has been the previous U. S. share
of the combination of project and non-project (commodity) aid
through the Consortium. This will not be easy beceuse, although
we have pledged about 42% of total aid, in the past the U. S. has
provided ebout 55% of the non-project ald provided by the Consortium.
Some of the other Consortium members have been reluctant to provide
their proper share of non-project ald, although this kind of assist~
ance is particularly well suilted to India's needs. As it is
~especially valusble in support of the liberalization progream now
envisaged, we are particularly anxious that others increase the
proportion of ald they meke available on this basis.

2. Part of the requirement of $900 million can be met
by rescheduling debt payments due to Consortium members this year.
Ideally, we would like to see the total emount of principal due
(about $170 million) deducted from the requirement of $300 million
end the balance divided eamong Consortium members. This approach
seems logical because it puts the highest current bill to those
who in the past have had the poorest texrms. In view of the time
urgency, it is doubtful that we can persuade the other Consortium
2mbers to conform to this principle in this round, but we, with
World Bank assistance, intend to press for its adoption with respect
t0 long-term aid and debt planning.

3. The World Bank sgrees that the $100 million loan
which we made available recently should count towards the $900
million total. However, it is possible that some of the 'other
countries may object because they either have provided or plan to

provide the full amount pledged last year while we do not plan to
" complete last year's conditioned pledge.

Balancing all of these considerations, we propose that
you authorize us to report to the Bank that, subject to Congressional
appropristion, our contribution to the $900 million will consist
of $380 million, including the $100 million already provided, this
totel representing about 42% of the $900 million non-project aid
requirement. Of the balance of $280 million to be made available,
we would provide $150 million immediately out of funds which are
availsble this fiscal year, and the balance of $130 million out of
new funds after Congress has acted.

It is probable, however, that $280 million from the United
Steies plus contributions from other countries - assuming maximum

CONFYDENTRAL .



https://urgen.cy

-3 -

- U. S. effort to induce others to increase their contributions -
will Pall short of the requirement of $900 million. Therefore,

we vequest your approval to increase the amount of the additional
Us S. contribubion from $280 million up to as much as $335 million.

The additional funds could be provided by AID, still
within the total lending authority that we have requested from the
Congress. Alternatively, a portion of the additional amount might
be provided through Export-Import Bank facilities.

If we have to go as high as $435 million ($335 million
beyond the $100 million already contributed) to reach the total of
$900 million, the U. S. proportion of total non-project lending
would still be substantially less than the 55% level that it has
been in previous years. The absolute smount of non-project ald by
others would have to increase by over 60% even if we went to our
proposed maximum figure. We would interpret such increased contri-
butions by others as reasongble burden-sharing on their part.

In commnicating our decision to the World Bank, and
through it to the Indian Government, we would indicate that we are
prepared to negotiate a $150 million non-project loan immediately.
This could be made public promptly. We propose to ask the
Government of India to refer to further prospects for U. S. support
to the package in, and only in, the Zollowing terms: The U.S.
has expressed its willingness to do its share in meeting India's non-
project aid requirements for the year, as assessed by Tthe World Bank,
and to this end has indicated its intention to consider a further
non~-project loan this fall, after Congress has acted on the aid bill.

Recommendation:

That you authorize us to inform India and the World Bank:
e. That we accept the requirement of $900 million as
calculgted by the World Bank;

b, That we are prepared to negotiate an immediste non-
project loan in the emount of $150 million;

¢. That we are prepared to meke further non-project loans
to Indie after Congressional actlon in order to meet our share in
financing India's non-project ald requirements for the year, and that
we now contemplate that en additional loan in the amount of $130
million would, subject to Congressional action, complete our con-
tribution.

<GONFEDENTLAT



https://India.1s
https://willingne.ss
https://atnou.nt

T - ’

That you further authorize us to increase the contingent
portion of our contribution to be provided after Congressional
.action, by an amount up to $55 million which could be financed by
AID, or by a combination of AID and Export-Import Bank resources.

Approve: ___ Disapprove:

1

David E. Bell
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ZXECUTIVE OFFICE OF THE PRESIDENT
BUREAU OF THE BUDGET

WASHINGTON, D.C. 20503

JUN 11 1366

VEMORANDUM FOR THE PRESIDENT

Subject: Aid to India

Recamendation

I recommend t:ot yow approve Dave Bell's request in the attached
memorandum tocs he be autiorizel to offer up to $335 :2iilion as
the U.5. share of non-project aid to India in her curre-s fiscal
year and to make a first installment of $150 willion avuilable
now. Of course, any further instullments would be subject to
Congressional action.

Agproved’

Pisapproved

Discussion

Mrs. Gandhi is moving shead with the economic reforms she discussed
with yow., ©he devalued the rupee early this week. She has now
amounced plans to liberalize irports 'within a fortnight.”

The scope of the liberalization depends upon the support she can
expect from the World Bank Consortium. George Woods has promised
to report to her on Tuesday t..e resulls of his efforts to mobilize
foreign assistance,

The World Bank has calculated, and the U.S. agrees, that $900 million
in non-project aid is the minimum needed to permit the kinds of reforms
we have been pushing for. Our share of tha®t, based upon the L42% of
the totel which we have pledged through the World Bank Consortium,
comes to $380 million. This amount

-- is within the AID budget level of $385 miiiion for India
approved by you in January.

-~ 18 an improvement on past experience. Vhile we have in
e past supplied 42% of total Consortium aid to India,
we had to put up 55% of the prograi-type loan which this
package covers.
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But the Bank has agreed to count “he $100 million Loan you authorized
in Pedruary toward the total. This reduces the need Tfor new money
to $800 million., Our share of this is $335 million, which saves w3
44S million. I believe this is the arount we should be prepared 1o
spend.

There ig a chance thes we can do even better than this. Ve might
be able to pecrsusde Canada, the U.K., Japan and the other donors to
let us subtract =11 of the $.00 million from our share of the $900
millien, ~nich would reduce our contribution to $230 million. This
is unlikely, Zowever, because

~-- many of The other dconors have serious problems with
giving rorn-oroject aid.

-- all of thexm oo neeting their 1985
while we are not, which puts us in
position.

Consortium nledges,
a

Tﬁug, 1 agree vith Dave Bell t..at we should stort our nesotiations
with an offer of $280 rillion in new money, but that we be prepared
to go up t6 $335 miliion if that proves to be necessary. This gives
us plenty of rocxz within the Budget and it is a reasonable price to

y for the politically courageous and cconcmically sound steps which

s. Gandhi 1s toeking. I also agree with Dave that we should provide
4he first $150 million nov, cut of funds avcileble this fiscal year,
in order to reduce some of tane very great poliitvical heat which she
has taken on by announcing the reforms in an election year.

The balance of payments impacye of this support will be reduced to
Ythe minimum by fully tying ail loans to the purchese of U.S. goods.
We understand Secretary Fowler is sending a separate memorandum on
this.

/ {%>~éAo€£?A_
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THE SECRETARY OF THE TREASURY
WASHINGTON

MEMIRANDUM FOR THZ PRESIIENT

Subject: Aid to India

Since 1 became aware late last evening of the
particular terms of aid being proposed to you, [ have
had some opportunity this morning to comsider this as
expressed in Dave Bell's memorandum to you.

1 would like to make these observations on the
request that you authorize cemmitments up to 3435
millien. The appropriate figure is §343 millien with
the 4100 millietn contribution made earlier bringimg
the net to $243 million.

1. It seems highly umdesirable for you to awtherize
ws to imcrease the contingent portien 6f our centribution
by sn amount up to $55 million to compensate for shork-
falls in contributions from other wmembers of the
censertium, Forty-two petcent is the appropriate share;
that is what the United States should comtribute. ‘The
practice, indulged in By the United States in the
gast, of picking up any residual needs that develop
ecause of the unwillingness of other countries to
make their appropriate share is hard to justify ynder
normal considerations. It is even more difficult to
defend in a situation where the United States has a
major deficit im our balance of payments and other
members of the comsortium have surpluses derivative in
part 6f our carrying major burdens throughout the world.

For all practical purposes this swthorization will
mean that you are authorizing ws to pay 48.3 percent
rather than 42 percent which is our agreed share.

2., @ur contribution should result frem a calculation
that separates out Princiial payments on debt due members
of the consortiym amd subtracts them €rom the total. These
payrents are $.72 million and would reduce the total to
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$728 million. Prorating this figure in accordance with
the 1965-1966 shares would require a U.S. contribution
of $343 millieu.

If we do not follow this appreach and other countries
do follow it, as they are likely to, the United States
vill be providing & percentage of the real economic
assistance made available to India subsEantially im
excess of its €air share.

1 understand that the Werld Bank agrees this is an
appropriate method of ¢alculating shares but does not
feel it is possible to setkle the debt question until
the fall when the next round comes up. That being so
1 see no reason for the United States to agsume unila{:erally
an additional burden in the current round.

A{art from these two specific points, there is one
eneral observation I should like to meke Looking to the
onger~temm future. 1t will not pe practicable, from the
standpsint of eur balance of payments, to continue large
am<>un£s of non-project aid to India directly er through
IDA unless there is a substantial chenge in the pattem
of commercial trade that gives assurance thet {s not
currently present thaet thns type of aid to imdia is not
placing a very heavy burden on the U.S. balance of
payments.

With the remowsl of restrictions en India's imporks
aow contemplated, i{ should become the joint concern of
India and the United States to increase substantially
U.S. cash commercial experts to fndia. Trade missions,
govermm efforts of various sorts, and a determined

ilateral effort from both private and public sectors of
both countries are indicated.

The commercial trade Balance is heavily in india's

favor. Our best estimates of the figures for 1964 show
$123.7 million of U.S. commercial exports to India and’

CoNATD SN TAT,
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304 wmillisen of commercial imports from India. Even
hough there has been a slight incresse over recent
years in the share of the Indian import market falling
to the United States, the disparity between that share
and our share of aid ccm'l:rilmgions is striking and bound
to be the subject of increasing attention. In 1965 for
example, the U.S. share of the commercial import market
in India was estimated at 16 percent. At the same time
the U.s. contribution to the consortium was 42 percent,
and PL 480 sales of approximately 9400 miliion in U.S.
fiscal 1965 %reatLy increased the U.S. share as a
contributor to the Indian economy.

Those responsible fer continued U.S. aid +o India,
directizhand indirectly, must do a great deal more to
change this picture. 1 say this not solely out of my
concern for the U.S. balamce of payments but as the
0.S. Governor for the World Bank who sees difficult
ahead in assuring an adequate replenishment for IDA in
the next Congress. One of the points of attack is
certain te be that a disproportionate share of 1DA
funds goes to India, thereby entailing a disproportionate
burden on the V.S, balance of payments because of the
small U.S. share in India's commercial import market.

Vﬁi"v'v'v'u’;s‘ H‘ § * C(.(“\'Q’V{./V\‘,,

Henry H. Fowler
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DEPARTMENT OF STATE
ACtingounselor and Chairman
' Policy Planning Council
Washington

~—SEEREF— June 10, 1966
MEMORANDUM

SUBJECT: Policy Planning: MNew Ideas and New Men

1. The most tangible zesults oi che olicy Planning Council's
work in the past have been its proposals for new US programs:
e.g., the Development Loan Fund, the $500 million "Act of
Bogota', the US-Soviet "hot line", the changed US position

Ye an Asian Development Bank, etc. None of these ideas would
have gottem to first base, however, unless major crises

had come aleng to shake thimgs up and open the way to major
change.

2. So a good way to define the Policy Planning Council's
program may be to ask ourselves: What are the key foreign
policy areas in which impending change or crisis may offer
ooportuiities for major movement, and whaé new ideas might
enable us to take edvantage of these opportunities? Ve
propose to concentrate on three such arpas, in the period
immediately 2head:

(a) The widening food/population gap. The dimensions
of this prospective gep ere increasingly evident. It may
well be that new forms of joint action - by both exporting
amd importing countries - will be needed to deal with it
over the coming decade. We are working on new ideas which
could be launched after the summer DAC Ministerial meeting
on food.

(b) Development aid. Scveral studies have indicated
that 2 quantum jump in development aid may well be needed in
the next ten years. This suggests a new look at some
tougih questions: How to get more aid from other industrial
countries? How to create a US domestic base for increased
aid? How to expand the developing counciies' absorptive
capecity?
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(c) Europe. There may be opportunities for two kinds
of movement in Atlantic affairs in the next decade: (i)
toward new forms of East-West contact in Central Europe;
(ii) toward new dimensions in Atlantic partnership. We need
to look for new actions to exploit these opportunities -
both in the present tramsitional period amd over the longer
term,

5. In each of these thcee aress. we will ask ourselves
these two questions:

() What new forms of collective action can be
mount ed? (None of these preblems caw be dealt with effectively
wnless burdens hitherto borne by the US are shared more
widely with other countries.)

(b) What new or “t?enothened institutions might pro-
mote this actiom? Suchki institutions as OECD, NATO, EEC,
ard the All{ance for Progress have played an important part
in promot ing and dramatizing joint effort. The reason was
well stated by Jean Monnet: ''Mam constantly begins his
experience anew. Only (ngtitutions become wiser...."

4. Jn examining each of the areas indicated in para 2,
we will invite people from the foundations and the academic
world who might have new ideas to meet with us.

(a) We plam to set up a panel on food/population,
which would include not only the people who come readily to
mind (Emile Despres from Stanford, Hollis Chenery from
Harvard, Carl Kaysen from the Institute of Advanced Studies,
Max Millikan from MIT) but also others who have been less
to the fore in government consultation: Richard Porter
from Michigan, Dudiey Kirk from the Population Councili,

A] Harberger from the University of Chicago, Ravel from
Harvard.

(b) We also plan to set up a panel on Central Europe
and Atlantic partnership which would include not only
traditional sources of wisdom but also such new men as
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Robert Pfaltzgraff from Pennsylvania, Stephen Kertesz

of Notre Dame, Charles Jelavich from Indiana, and Professor
Roberts from Dartmouth. 1In addition we would propose to
bring over some Europeans for this one (the Ford Foundation
has agreed to finance their trips): Theo Sommer from
Germany and Altiero Spinelli from Italy - both thoughtful
writers on East-West issues, and Kenneth Younger from

the UK and Max Kohnstamm from the Netherlands, both
excellent on Atlantic partnership.

5. We would propose that the State Department make
these panels' existence public once they have been set up.

6. All this would be separate from the Policy Planning
Council's regular Board of Consultants, which runs to more
prestigious and less academic types: Acheson, McCloy, etc.
We would propose to use this Board of Consultants to review
the 1970's global study that Bob Bowie is preparing, when
it is in final form. We can then consider whether, and

if so how, the long-term goals set forth in this report
could be made public.

7. The other thing we'd like to do is recruit more out-
side talent for the Policy Planning Council. As in the
case of Brzezinski, we can probably only get this talent
for 1-2 years, depending on the University involved; even
so, it seems well worth while. Over time, we hope thus

to establish a pattern which would make it wholly natural
for top-ranking foreign policy types in the academic
community to plan on a tour in the Council as part of their
career development.
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THE WHITE HOUSE
WASHINGTON

Saturday, June 11, 1966
G001

Mr, President:
Lest Thursday you asked Linc Gordon for

a report on the Portuguese langucge abilities
of previcus US Ambassadors to Brazil,

Attached is his report.

l}j;).%tow
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ASSISTANT SECRETARY OF STATE
WASHINGTON

June 10, 1966

MEMORANDUM FOR THE PRESIDENT

Subject: Portuguese Language Ability of
U. S. Ambassadors to Brazil

With reference to our conversation at your luncheon
for President Schick, I am enclosing a list of United
States Ambassadors to Brazil since 1912, with a brief
description of their facility at Portuguese both at the
time of their appointment and subsequently.

As you will mnote, only Adolph Berle had a substantial
speaking knowledge of the language when he arrived in
Rio, although several Ambassadors, including myself,
developed a good working capability during our tour of
duty.

The fact is that, since Portuguese is not a recognized
international language, people learn it only when they
have a specific reason for so doing. It is so similar,
however, to Spanish, French and Italian, that anyone who
has one of these languages can rapidly acquire Portuguese.
The Brazilians recognize that Portuguese is not widely
known, and are therefore very tolerant of errors during
the early portion of an Ambassador's career.

Ambassador Tuthill has excellent command of French
and will, I am sure, learn Portuguese rapidly. Since he

was 'by far the best qualified candidate available, I believe
it would have been most unwise to rule him out simply on

linguistic grounds.
Lincoln Gordon

Enclosure:

List
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UNITED STATES AMBASSADORS
TO BRAZIL

Herschel V. Johnson

William D. Pawley

Jefferson Caffery

Period of
Duty Ambassador

1961 - 66 Lincoln Gordon
1959 - 61 John M. Cabot
1956 - 59 Ellis 0. Briggs
1955 - 56  James C. Dunn
1953 - 55 James S. Kemper
1948 - 53

1946 - 48

1945 - 46  Adolph A. Berle
1937 - 45

1933 - 37 Hugh S. Gibson
1912 - 33

Edwin V. Morgan

Portuguese Language Ability

Reading only at app't - developed
good speaking ability quickly
while on job

None at app't - developed good
working knowledge

None at app't - developed good
working knowledge

None at app't - developed marginal
capability during tour

None before, during or after tour

None at app't - developed good
working knowledge

‘None before, during or after tour

Good working knowledge at app't -
rapidly became fluent

Minimum Portuguese but fluent
Spanish and French at app't -
learned Portuguese very quickly

"None at app't - developed moderate
- capability on the job

None at app't - little even after
21 years :






MEMORANDUM 87

THE WHITE HOUSE

WASHINGTON

Saturday, June 11, 1966
—SECRET—
MEMORANDUM FOR THE PRESIDENT
SUBJECT: Initiatives for your Wednesday Speech to the Austrian Delegation

The Ball-Vance memorandum on constructive steps in Europe (copy of
my summary at Tab A) contains three items which are ready for Presidential
announcement. They would provide an effective center piece for your remarks
on European and East-West policy to the Austriafn Delegation in the Rose Garden
on Wednesday. (I checked this with George Ball. His first reaction was
favorable; he will, of course, want to check with Secretary Rusk, who will have
a good feel for the post-Brussels atmosphere in Europe.)

If you approve -- subject to an-O, K, from the Secretary -- we will build
the proposals (summarized below) into the speech draft.

1. An East-West Institute of Management and Administration

All advanced economies -- capitalist and socialist -- share the

need for managerial knowledge. All have problems of managing
factories and cities, subway systems and air traffic,technical schools,
hospitals and television. Modern techniques of administration and
management -- whether of the GM or the McNamara-Hitch variety --
are directly relevant and of great interest on both sides of the Curtain.
Thus it makes substantive as well as political sense to propose
establishing an institute which would bring together professionals

and students of management to study, do research, and teach each
other.

The Institute would run everything from short conferences to full-
length courses; the curriculum would cover management procedures
and techniques of all sorts -- budgeting, systems analysis, operations
research, time and motion study, and even some aggregative economics
of the CEA variety. It would throw together economists, plant
managers, engineers, city planners and even social psychologists.

Its orientation should be technical and strictly non-political. The
faculty would consist in part of established academics on loan or
sabbatical. It should have a permanent site (perhaps in Austria), and

be governed by a joint board with members from East and West.,



— SEGREF—

A curb stone estimate of a minimum annual budget would be some-
where between $4 and $5 million. Investment money would of course
be needed for a site, a building, working capital, etc. The money
should come from both East and West and from private as well as
public sources.

Politically, I think this proposal would be a significant plus, certainly
in Europe, and I would think also at home. The risks seem minimal.
The odds on a Soviet response are medium to long, but the Yugoslavs
are a pretty good bet and the Poles and Rumanians almost as good.

A lot will depend on our tactics. But even if there is no response,
you will have taken an imaginative initiative toward the East in a
non-political area, offering something attractive to the younger
generation of technocrats and managers in the Bloc -- a powerful
group.

On balance, I think something will come of it. But even if nothing
does, the political onus of rejection would be on the East. And your
initiative will provide evidence that the U.S. is not frozen in a cold
war posture.

In Wednesday's speech, I would suggest that you announce the appoint-
ment of a special representative to explore how to proceed with all

the interested parties -- public and private, here and abroad. This
approach: worked well with Gene Black. Possible candidates:

Mac Bundy, Kingman Brewster (President of Yale), Douglas Dillon, .
J. A, Stratton (ex-President of MIT, now Chairman of Ford Foundation)?
I strongly recommend Mac -- not just out of affection -- as the most

strategically located, the best equipped to play the politics with4 and g::;gt,
the most likely to pull it off. ih mind,
Include in speech draft % Clark Kerr
v would be awother
No ' posaimlity. '

Speak to me

2. Ex-Im Bank Credit Guarantees for Eastern Europe

Here you would announce your intention to determine that credit
guarantees on commercial exports to Poland, Hungary, Bulgaria and
Czechoslovakia are in the national interest. This would cover the

—SBEREF—



~SECRET—

rest of the water front -- Yugoslavia and Rumania are already
eligible., John Gronouski is only marginally over-enthusiastic when
he says that this is the '"most important single economic step you
could take /on your own/ to put substance in your 'building bridges'
philosophy.T' It might also make us a little balance-of-payments
money. :

You should know that we have a recommendation from State --
stimulated by your conversation with Gronouski -- that you announce
your intention to examine each export application and determine its
eligibility for Ex-Im guarantee on a case by case basis, This more
cautious approach would sit better with the economic warriors. In
my view, the bolder approach is not only better foreign politics, but
better even in terms of domestic posture. I think you should not be
exposed to the political costs of making a ruling on exports to Com-
munist countries once a month. But this is something only you can
judge.

Include in speech draft

No

Speak to me

OECD Connections with the East

The proposal here is that you announce that you will instruct our
Ambassador to the OECD (Philip Trezise) to explore with the other
members of the OECD Council the possibilities of associating East
European countries with some of the Organization's working com-
mittees -- Trade, Fisheries, Development Assistance, etc. This
won't yield substantive benefits soon, but will be a signal of our
willingness to work the East Europeans into Western economic arrange-
ments as rapidly as they are willing to get serious about it. (I have
quietly checked this with Phil Trezise -- he would be happy to be so
instructed. There may be mild grumbling by the OECD professionals
that we should not corrupt their institution with East-West politics.
But I don't think the Secretary is likely to be any more impressed by
that argument than I am. )

Include in speech draft _

No

Speak to me SECRET-




I think these three proposals would provide a punch for next week's
Austrian statement. They would help counter de Gaulle's attempt to look like
the only Western statesman with progressive views on East-West relations.
(I am inclined to think we should ignore the fact that some of our dispeptic
friends will say that any move we make on this front is really due to the

stimulus of de Gaulle. Your long record on bridge-building is a powerful
answer. )

|

Con

Francis M. Bator

Attachment.
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We shall always be proud to have had your con-
fidence and your friendship, If in the future we can
help further in any way, anywhere, we shall be,

1A sus 6rdenes,"

Respectfully yours,

Covey T, Niver






THE WHITE HOUSE
WASHIN(

1, 1966
Mr; President:
This is a few words over 1000,

As you will note, I indicate we
shall let them read Lodge's cable
of today in the room. I'll
have copies.

You can decide if that, in fact,
‘is what you wish.

I shall also have copies of the

option paper.
w’fﬁﬁ[. Rostow



Gentlemen: I have asked you to cam e this morning to learn where
we stand on the problem of NATO and in the war in Viet Nam. In different
ways each goes to the heart of national security.

We are engaged in hopeful and constructive ventures in Latin America,
Africa,' the Middle East, and Asia. But, unless NATO and Viet Nam are
handled properly, this nation's security is endang.ered and the security
of all the Free World. |

Briefly, the NATO crisis centers on how we should maintain an
effective integrated Atlantic defense in the face of General de Gaulle's
position.

Here are the questions that have to be answered in the light of General
de Gaulle's decision.

l. Where do we move our military headquarters®

That question was settled at Brussels and the answer is: to the Benelux

countries,

2. Should we move -- and where should we move -- the headquarters

of the North Atlantic Council?

There was some difference of view at Brussels, which Secretary Rusk

will describe. That issue was postponed.

3. Should the French forces in Germany stay; and, if so, on what terms ?

Here we probably face a tough“nego_tiatiOn,, as. S,ecretar»y Rusk will explain,

4. What should we do about the U,S. bases, military warehouses, and

oil pipelines in France? ' .

We shall be moving out our units and stores, starting soon in an
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operation over the next year which Secretary McNamara can describe.
We shall be negotiating with the French about the pipeline, but setting up
contingency arrangementé.

Secretary Rusk will give you his assessment of the Brussels conference.

My assessment is that he did a magnificent job in holding the family
of fourteen together. Despite some difference of view, I am confident that
an effective NAT‘O wivll stand. That, I believe, is the meaning of the
Brussels conference.

* k3%

I wish to say a few words about how I view the situation in Viet Nam:
I shall be giving you to read here a summary report received this morning
by Ambassador Lodge.

Outr’strategy is to present Hanoi with a situation in five areas where
it will finally decide that it is wiser to negotiate to énd the war -- or simply
end it -- rather than continue.

First, attrition in the South. Since January 1, 1966, we have lost

2,099 Americans in combat in South Viet Nam; the South Vietnamese

have lost over 4,000; our other allies have lost 247. The Viet Cong

have lost 21,000. This ratio of more than 3 Viet Cong and North Vietnamese
dead to every one on our side is well sustained day after day, week after
week. We have good solid evidence from the interrogation of prisoners

and defectors that the Viet Cong are hurting, and hurting quife badly.

The trend is favorable. But it is not yet sufficiently favorable for major

Viet Cong or North Vietnamese units to break up or defect as units.,



Second, bombing the North. We have evidence, as Ambassador Lodge

said in a recent cable, that 'the Hanoi regime is feeling real pain because
of our bombing.'" This is what we get also from foreigners who have visited
Hanoi recently. The bombing is imposing a penalty on Hanoi; but not yet a

sufficient penalty to make them quit.
Third, the political situation. We may be coming through a difficult

crisis, although wle are not yet in the clear. The government has been
presented with recommendations for running the election in September by

a representative group of citizens. We do not expect the political process

in South Viet Nam to be smooth in fhe months ahead, We must be prepared

for more turbulence as this young nation tries to find its way to orderly
constitutional politics, as Korea did some years back. On balance, we

believe the election for the Constituent' Assembly will take place. That is what
the overwhelming majority of the South Vietnamese want. It is what we

support.

Fourth, the Honolulu program. The biggest economic danger in South
Viet Nam is the high rate of inflation. Our military and civilian authorities
in Saigon and in Washington have worked out with the International Monetary
Fund a program which will, I believe, damp down inflation. I was
heartened two days ago when Ambassador Lodge reported: ''The sharp
rise in retail prices over the previous two weeks halted last week, as

did the Saigon Free Market rates for U.S, currency and gold."



We are going to get the Saigon port operating more efficiently; we
are going to get supplies of rice and other essentials into the country on
an adequate écale; and we are going to press forward with the programs of
rural construction, education, and healfh to which we committed ourselves
in support of the South Vietnamese in Honolulu.

Finally, the home front here in the U,S, On any objective assessmert

the men in Hanoi must be increasingly discouraged by the military,
political, and economic trends in South Viet Nam. I suspect that their
last hope is whether we in the Uni;:ed States are qapable of seeing this
thing through'.

They hope we will cave in, as the French caved in 1954.

As for the diplomatic front, I wish to report to you that there have
been many contacts by third parties with Hanoi in recent weeks. All ‘of
them suggest there is not yet a willingness to negotiate seriously an
end to the war. In the days ahead there will be another important contact,
which I ask you to keep within the walls of this room. This question
will be put to Hanoi: Are you prepared to stop infiltration and have that
stoppage monitored, if we stop bombing in the North?:

I do not expect a heartening reply at this time. But every day, in
one form or another, we are taking their temperature.

Secretaries Rusk a.nd. McNamara will answer your questions in detail,

but I will tell you exactly how I feel.



We must see this through.

We must see it through with the minimum application of force
necessary: but that minimum we must be prepared to apply.

We now have, I belie>ve, a program of military, political and
economic action by the Vietnamese and ourselves, which will see us
through.

I cannot tell you when they will decide they have had enough. I can
tell you I am convinced that our side is gaining, and their side is
weakening. The situation is improving. The critical need is for all
of us who care deeply for the security of our country and for the cause of

freedom everywhere, to stick together and see this through.



June 13, 1966

MR, PRESIDENT:
You wanted this for this

mors‘~g. It is full of good
usable stuff.

W.W. Roatow

7/
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STATEMENTS BY PRESIDENT KENNEDY ON VIETNAM

1. Address to the United Nations, September 26, 1961.

The first threat on which I wish to report is widely misunderstood: the
smoldering coals of war in Southeast Asia, South Vietnam is already under
attack....

No one can call these "wars of liberation''. For these are free countries
living under governments....

The very simple question confronting the world community is whether
measures can be devised to protect the small and weak from such tactics.
For if they are successful in Laos and South Vietnam, the gates will be
opened wide.

The United States seeks for itself no base, no territory, no special
position in this area of any kind.

2, Letter from President Kennedy to President Diem, December 14, 1961,

/In 1954/ the United States, although not a party to the E}enevaz Accords,
declared that it "would view any renewal of the aggression in violation of the
agreements with grave concern and as seriously threatening international
peace and security.'" We continue to maintain that view.

In accordance with that declaration, and in response to your request,
we are prepared to help the Republic of Vietnam to protect its people and
to preserve its independence....

The United States, like the Republic of Vietnam, remains devoted
to the cause of peace and our primary purpose is to help your people
maintain their independence. If the Communist authorities in North
Vietnam will stop their campaign to destroy the Republic of Vietnam, the
measures we are taking to assist your defense efforts will no longer be
necessary. We shall seek to persuade the Communists to give up their
attempts of force and subversion.,

3. President Kennedy's CBS Interview, September 2, 1963,

' . «. In the final analysis it is the Efietname se:/ people and the government
itself who have to win or lose this struggle. All we can do is help, and we are
making it very clear. But I don't agree with those who say we should withdraw.

That would be a great mistake. I know people don't like Americans to be engaged

in this kind of effort. . . but this is a very important struggle even though it is
far away.




We took all this -- made this effort to defend Europe. Now Europe is
quite secure. We also have to participate -- we may not like it -~ in the
defense of Asia,

4. President Kennedy's NBC Interview, September 9, 1963,

If you reduce your aid Eo Vietnanz_] it is possible you could have some
effect upon the government structure there. On the other hand, you might
have a situation which could bring about a collapse. Strongly in our mind
is what happened in the case of China at the end of World War 1I, where China
was lost -- a weak government became increasinglyunable to control events.
We don't want that.

Mr. Brinkley., Mr. President, havé you had any reason to doubt this
so-called "Domino theory, " that if South Vietnam falls, the rest of Southeast
will go behind it?

The President. No, I believe it. I believe it. I think that the struggle
is close enough. China is so large, looms so high just beyond the frontiers,
that if South Vietnam went, it would not only give them an improved geographic
position for a guerrilla assault on Malaya but would also give the impression
that the wave of the future in Southeast Asia was China and the Communists.
So I believe it.

Mr. Brinkley., With so much of our prestige, money, so on, committed
in South Vietnam, why can't we exercise a little more influence there, Mr,
President?

The President. We have some influence. We have some influence and we
are attempting to carry it out.... The fact of the matter is that with the
assistance of the United States and SEATO, Southeast Asia and indeed all of
Asia has been maintained independent against a powerful force, the Chinese
Communits. What I am concerned about is that Americans will get impatient
and say, because they don't like events in Southeast Asia or they don't like
the Government in Saigon, that we should withdraw. That only makes it easy
for the Communists. I think we should stay. We should use our influence
in as effective a way as we can, but we should not withdraw,

5. White House Statement, October 2, 1963,

The followihg' statement of United States policy was approved by the
President,

1, The secu