




















Tues., June 28, 1966
10:00 p. m.

To: Mrs., F dberts
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EXECUTIVE OFFICE OF THE PRESIDENT
' BUREAU OF THE BUDGET

DATE 6/21/66
L Mr. Rowtow
TO: MV
FROM: o R"™jchardr~- ._Mllzl-l&
REMARKS: Submitted here for President's

approval are the Ecuador and Turkey
project loans. Please call my office
as soon as the loans have been signed
off. We are anxious for a quick
reply.
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JUN 1 4 1966

MEMORANDUM FOR THE PRESIDENT

Subject: Emergency Budget Support for Ecuador

AID is requesting your approval to negotiate a loan of up to $10
million to Ecuador to assist the Government in meeting 'its budgetary
needs for the balance of this year.

The two-month old interim Yerovi Govermment inherited the budget
problem from the Junta. The deficit last year was estimated at from
$30 to $35 million, largely financed by inflationary means. The new
Government is planning on keepihg this year's expenditures to last
year's level, while tax and other new measures already taken are ex-
pected to increase revenues by $10 million. After borrowing from
domestic non~-inflationary sources, the Government will be left with
a deficit estimated at $15 million.,

You already approved Linc Gordon's request to negotiate a loan of
$4 million to meet the Ecuadorean emergency financial crisis. The
Yerovi Government declined the loan because the self-help conditions
were too stiff, particularly for the amount of money involved.

Conditions have now changed. Following talks with the IMF and with
AID, Ecuador has already:

- imposed new import taxes and foreign exchange surcharges
- reduced budgeted transfers to autonomous agencies
- 1increased commercial bank reserve requirements

The IMF is happy enough with this progress that they will provide a
$13 million standby. S ome New York banks will come in with an addi-
tional $11 million to help meet Ecuador's foreign exchange needs.

AID wants authority to negotiate a loan of up to $10 million to be
released in installments; up to $4 million this month, the balance

in October and January, subject to satisfactory review of performance.
Additional monetary and revenue measures will be worked out before
the first release. These measures will be designed to eliminate the
risk of further inflation this year. '~ DECLASSIFIED

E.O. 12356, Sec. 3.4
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Ecuador will represent a new entry on the list of countries to which
we give budget support. Revenue measures to be agreed under this loan
are expected to provide additional income in 1967, thereby eliminating
the need for budgetary aid next year.

Balance of Payments Effects

Funds will be provided through letters of credit tied to U. S. exports
to minimize any adverse impact on our balance of payments. Secretary
Fowler does not object to this loan from the point of view of the
balance of payments.

In view of our strong interest in assisting the Yerovi Government, I

recommend you approve the request to negotiate a loan of up to §$10
million.

Attachment Ww ZW

Charles L. Schultzs

WS ' Direotor ,~
Approve " i

Disapprove

NOTE FROM THE SECRETARY OF THE TREASURY

I wish to stress the importance, from the point of
view of the balance of payments, of a careful review by
AID and Ecuadcx of the procedures for utilization of this
loan, in order to assure to the maximum feasible extent
that the loan will result in additional U.S. exports.
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DEPARTMENT OF STATE —

AGENCY FOR INTERNATIONAL DEVELOPMENT

WASHINGTON 25. D. C.

OFFICE OF
THE ADMINISTRATOR JUN 7 1966

MEMORANDUM FOR THE PRESIDENT

SUBJECT: ASSISTANCE TO ECUADOR

Action Proposed

I refer to my memorandum of April 28, 1966, in which
"I recommended an AID loan of .$4 million to Ecuador to assist
the Government in its current financial crisis. My recommenda-
tion was given oral approval at that time. In that memorandum,
I stated that additional U.S. assistance not to exceed $4-6
million might prove necessary, based on the self-help perform-
ance requirements in connection with this emergency assistance.

Following discussions with the IMF, and with us as to
the terms of our offer of assistance, the Ecuadorean Government
has taken several measures in recent weeks which will reduce
the prospective budget deficit and improve economic stabiliza-
tion prospects. As a result, the IMF sent a mission to Ecuador
on June 1, 1966, to negotiate a new stand~by agreement.

Even with these new measures and additional tax and
other measures which may be taken as a result of the prospective
negotiations, there will remain a sizable budget gap which, if
not financed externally, will result in recourse to further
inflationary borrowing at the Central Bank. Ecuadorean officials,
on a recent trip to Washington, pressed for a loan of $20 million
to cover the budget gap. In response, AID suggested further
emphasis on revenue and expenditure adjustments to help close
the gap. We believe the Government should be able to take
actions to cover half of this amount with its own resources.

I therefore recommend that AID be authorized to negotiate
a to*al loan package, including the original $4 million already
approved, not to exceed $10 million.
~CONEIDENTIAL—
GROUP 3
Downgraded at 12 year intervals;
not automatically declassified.
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U.S. Interest

The present stage of consideration of this loan comes
as the interim Yerovi government is completing two months in
office. On balance, Yerovi has made substantial progress in
moving toward elections for a constituent assembly (scheduled
for September); in organizing his government; and in dealing
with the critical budgetary situation and related economic
problems. Moreover, with assistance from political leaders,
Yerovi has so far been able to counter the threat posed by the
return of ex-President Velasco--a charismatic and demagogic
political leader who can be expected to add turbulence to
Ecur lor's political atmosphere in his attempt to regain the
presidency. Yerovi's success in these fields leads our Embassy
in Quito and the Department to the conclusion that the Yerovi
regime has demonstrated a considerable degree of political
acumen in meeting its problems. We also believe that--if the
budgetary and related problems can be overcome~-this government
has a reasonably good chance of carrying through on its plan,
during the next six months, to return the country to constitu-
tional government.

It should be emphasized that any attempt to increase
revenues, or to adopt other austerity measures, poses a particu-
larly sensitive political problem for the Yerovi government.
Attempts by the military Junta in mid-1965 and again early this
year to raise import tariffs led to commercial shutdowns and
some violence in Guayaquil, where regional rivalry is keenly
felt, and the Junta's fall in March of this year was to a con-
siderable extent due to the opposition of Guayaquil commercial
interests to announced import duty increases. So far Yerovi
has been able to hold off any further resort to force by these
interests to oppose new economic measures adopted by his
government.

The predictable political repercussions stemming
from still further economic deterioration in Ecuador would be
serious indeed., As unemployment spreads, as inflation disadvan-
tages fixed-income groups, as economic development falters, and
as Armed Forces, police and other payrolls go unmet--as these
and other problems grow more serious they threaten the very

—CONFIDENTTAL—
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continuance in office of the Yerovi regime, not to mention its
plans for a transition this year to constitutional government
and its initial progress toward stabilization and economic
recovery.

Self-Help Action

Aside from the self-help action already taken as
outlined in my memorandum of April 28 (in the fields of
agrarian and civil service reform, control of public sector
finances, improvements in tax field, agricultural, industrial
and transportation programs), the Government of Ecuador has
made a considerable effort this year to reduce public sector
expenditures by over 1,000 million sucres from the original
1966 budget decree (about $55 million and nearly 307% of the
original budget).

Additionally, in the past few weeks the Government
has caken several important actions in the fiscal and monetary
field which, in total, show substantial progress toward fulfill-
ment of the self-help commitments proposed in my earlier memoran-
dum. The fiscal aspects of these measures should narrow the
budget gap--through a combination of new, increased and restruc-
tured taxes--by an expected 190 million sucres in 1966. The
monetary aspect is expected to restrict much of the current
excess liquidity in the banking system, and thus, among other
effects, dampen the heavy demand for imports which has caused
a serious loss in foreign exchange reserves in the past few
months., These measures are described in Annex A. I should like
to emphasize once again that aside from the improved economic
picture which these measures represent, they were taken at con-
siderable political risk, and they, therefore, represent encour=-
aging evidence of the good faith of the present government.

Self-Help Commitments

My memorandum of April 28 listed six self-help
commitments which the Government oif Ecuador was expected to
agree to before release of the first and second tranches of the
emergency assistance offered. Even without specific agree-
ment between Ecuador and the United States, there has been

—GCONFIDENTTAL—
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significant progress toward fulfilling these commitments. The
status of each point is described in Annex B.

Nevertheless, additional steps must be taken in order
to demonstrate full compliance with these performance criteria.
As a part of a stand-by agreement, the IMF will insist on the
Govermment's carrying out such additional fiscal measures as
will be required, along with the proposed $10 million of AID
assistance, to close the 1966 budget gap. The IMF program is
expected to include requirements for additional fiscal measures
so as to increase 1967 revenues at least by the equivalent of
the external budget assistance to be furnished in 1966.

We sent a mission to Quito on June 2 to assist the
Country Team in coordinating our program with that of the IMF
and to determine what additional measures if any-~beyond the
IMF requirements=-the Govermment ought to undertake in order
to guralify for assistance beyond the first four million dollars
previously offered. The report of that mission will form the
basis of negotiations and development of a detailed loan paper
in support of an eventual loan proposal.

Structure of Loan

We expect to release the loan in tranches corresponding
to the first three drawing authorizations of an IMF stand-by.
That is, a portion would be released immediately upon signature
of the loan agreement, which would follow the development of
a detailed statement of an action program of the Government of
Ecuador. A second drawing would take place in October following
review of the financial situation to assure compliance with
required commitments, and a third drawing in January, 1967, the
supplemental or ''close out'" period of the 1966 budget, after
further review of the Government's budgetary needs and performance.

Balance of Payments Question

Of Ecuador's total imports from the United States,
Western Europe and Japan, the U.S. share increased from 53.5 per
cent in 1963 to 59.1 per cent in 1964. Although preliminary
estimates of the first six months of 1965 show that the U.S.

CONFIDENTIAL—
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share declined somewhat, this is probably explained by shipping
strikes in the United States, and when final figures are in for
the full year, the U.S. share of 1965 imports should still be
above that of 1963,

The proposed U.S. assistance will be provided under
the normal Special Letter of Credit procedure to assure that
the entire loan is tied to imports from the United States.

bl § Boce,
David E. Bell

Annexes: A. Recent Self-Help Actions.

B. Status of Self-Help Related
to Proposed Commitments.

APPROVE

DISAPPROVE




Se

Annex A

Recent Self-Help Actions

A, Commercial bank reserve requirements have been raised from
25 to 30 per cent on demand deposits, in .an effort to dry up
some of the excess liquidity now existing in the banking system,
thus, among other effects, dampening the excessive demand for
imports which has caused a serious loss of foreign reserves in
the past several months.

B. An exchange surcharge of 20 per cent on imports of non-
essential and luxury goods was instituted in late May. Thirty
per cent of the proceeds from this measure is to be used as
ordinary revenue in the budget, and seventy per cent will be
sterilized in the Central Bank, thus acting also to dry up
excess liquidity.

C. Within the past few days, the GOE informed the IMF that

it would apply immediately a 10 per cent exchange surcharge

on essential and semi-essential imports, the effect of which
will be to provide even greater budgetary relief and liquidity
control than that arising from the measure outlined in the
preceding paragraph.

D. The Government has decided to retain provisionally

25 million sucres originally assigned to projects of the
Central Government and the autonomous agencies, which projects
have been found postponable.

E. Central Government revenues will be increased by an
estimated 30 million sucres as a result of earmarking a per-
centage, rather than a fixed sum of banana tax proceeds to
the autonomous agencies. Another 25 million sucres is to be
provided from similar action on other taxes.

F. Proceeds from banana export taxes will be increased by
14.4 million sucres this year by changing the form of the
tax.,

G. A new import tax on luxuries and non-essentials will
yield an estimated additional 20 million sucres in 1966.



Table I (Annex A)

ECUADOR - Central Government Budget - 1966 a)
(millions of sucres)

Total Expenditures -2570
Tax Revenues 1831
Overall deficit : - 739
Financing: Net domestic & foreign
project borrowing ' 203
Net deficit before new measures - 536
Financing resulting from new measures: 193
1) Centralization of funds for
postponable activities (25) b)
2) Restructured banana taxes earmarked
for autonomous agencies (30) c)
3) Other restructured taxes earmarked
for autonomous agencies (25) d)
4) 30% of 207 exchange surcharge for
List II imports (34) e)
5) New import tax on some List II
items . (20) £)
6) Restructured tax on banana exports (14) 8)
7) Proceeds from 107 surcharge on List I
imports (90) h)
8) Loss due to elasticity of demand )
for imports (-45) 1)
Increase in floating debt 50

Net unfinanced deficit before external
assistance and further measures - 293

Notes to Table I

a)

According to Sub-Secretary of Finance, Benalcazar, transfers to
autonomous agencies, municipalities and provincial governments,
formerly included in expenditures of Central Government, are
excluded from 1966 budget. On the revenue side, taxes which

supplied such transfers are also treated outside Central Govern-
ment budget.



b)

g)
h)

Funds originally to have been transferred to autonomous agencies,
or to Central Government agencies for activities which are post-
ponable.

Savings as a result of earmarking a percentage, rather than
a fixed sum, from banana taxes to autonomous agencies.

Same as (c¢), but for receipts from other taxes.
The other 707 to be sterilized in Central Bank.

This is 10% and 15% additional import duty on some luxury and
non-essential imports.

Change in form of banana export taxes from box to weight.

The decree issued May 30, 1966, establishing this surcharge,
provides that the entire proceeds will be held in the Central
Bank for periodic distribution to public sector budgetary
operations following approval of the Central Bank and Monetary
Board. According to a tentative USAID estimate, 84 per cent

of the proceeds will be used in the Central Government budget.
In such a case an expected 90 million sucres would be available
for the 1966 budget.

IMF estimate of revenue loss resulting from decreased imports
due to higher effective price.



Annex B

Status of Self-Help Related to
Proposed Commitments

1. "The Government is now preparing a new 1966 budget and
should invite an IMF/AID/IDB team to provide financial advice
and to recommend further Government actions in the financial
field.”

The IMF sent a mission to Quito on June 1, to negotiate
a stand-by agreement. Fiscal, as well as monetary require-
ments, will form a part of Ecuador's commitments under a new
stand-by. An AID team is travelling to Quito on June 2, to
recommend to the Government further actions in the financial
field, and to assist the Country Team to coordinate the pro-
gram of AID emergency assistance with the IMF program. The
IDB is considering sending a team to Ecuador.

2. '"The Government should reach agreement with the IMF on
an urgent basis."

An IMF negotiating mission left for Quito on June 1.

3. '"The Government should increase taxes and improve tax
administration to produce an additional 300 million sucres,
including 180 million sucres in new taxes."

The Government has already taken measures which are
expected to result in fiscal improvement equal to over 190
million sucres in 1966. The Government reportedly is pre-
pared to take additional measures. AID and the IMF will
advise the Government as appropriate with respect to such
new measures.,

4, "The Government should agree to supervise all public
sector expenditures and to borrow a minimum of 200 million
sucres during 1966 from independent public sector accounts.'

The Government already has programmed gross borrowings
from this source in excess of 200 million sucres. It may
be possible to achieve this goal on a net basis also.
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5. "The Government should agree to hold down expenditures,
avoiding, however, budget cuts which would impede important
ongoing development and reform programs."

The Government has already made substantial cuts from
the original 1966 budget; but the effect on the development
and reform programs will be reviewed by the Country Team.

6. '"The Government should agree to further improvements in
the budgetary and accounting processes,'

The Country Team will recommend measures to fulfill this
proposed commitment., Some improvement in both fields has
already been noted.
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THE WHITE HOUSE
WASHINGTON

Thursday, June 30, 1966 - 5 p.m.
MEMORANDUM FOR THE PRESIDENT

SUBJECT: Allocation to the Dominican Republic of any Shortfall in Western
Hemisphere Sugar Allocations during the Remainder of 1966

The Dominicans expected to receive a major share of the Puerto Rican

sugar deficit this year and were greatly disappointed when we decided to
distribute it on a pro rata basis. Both Garcia Godoy and Balaguer have
expressed keen disappointment to Ambassador Crimmins.

Crimmins recommends that we indicate to Balaguer our continuing concern
with the Dominican sugar problem by having the Vice President tell him that
we will assign the Dominican Republic any further deficit in sugar allocation
available to Western Hemisphere countries declared by these countries,
Puerto Rico and the Philippines during the remainder of 1966. There will
be no commitment for preferential treatment beyond 1966. The present
available deficits amount to 9, 500 tons, but more may be declared.

You have authority under the Sugar Act to assign additional quotas to a
particular country based on a finding that it is in the national interest. Help-
ing the Dominican Republic get back on its feet is certainly in the national
interest.

The report of the Conference Committee of the Congress last year recom-
mended that you use this authority with respect to the Dominican Republic.
State favors assignment of these deficits to the DR.(Tab C)

Agriculture thinks that departures from the pro rata distribution policy is
unwise because other countries will then seek special treatment. But they
are not taking a negative position. Under Secretary Schnittker's memoran-
dum is at Tab B.

This is a relatively easy way to show support for Balaguer on his economic
problems and to help the Dominicans pay their own way. Linc Gordon be-
lieves he can handle any unhappiness that the special treatment for the DR
might cause among the other Latin Americans and with Senator Mansfield.

I recommend that you sign the memorandum to the Secretary of Agriculture
(Tab A).

W. W, Rostow

Attachments
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for reallocation later in the year. These shortfalls could
be assigned exclusively to the Dominican Republic under the
provisions of Section 204 (a) of the Sugar Act on a finding
by the President that such action would be in the national
interest.

Embassy Santo Domingo was informed that if preferential
treatment were given the Dominican Republic in reassignment
of quotas for the remainder of the year it would not set a
precedent for similar preferential treatment in reallocation
of the (much larger) Puerto Rican deficit in future years.
It was also informed that the quantity likely to become available
for reallocation would ‘be very small in comparison with the
200,000 ton reallocation which the Dominicans had originally
“hoped to obtain. The Embassy has confirmed that allocation
of even token quantities should have a favorable political
impact.

It is therefore recommended that the President:

(1) sign the attached directive to the Secretary of
Agriculture, (Tab A).

(2) authorize the United States delegation to the
inauguration of President Balaguer to inform the
Dominican Government of the action he has taken,
if the question of sugar allocations 1s raised.

(3) ask the United States delegation to state, in this
connection, that the present action does not
establish a precedent for preferential treatment
for the Dominican Republic with respect to realloca-
tion of the Puerto Rican deficit in futur:Jyears.

Tl a oA
Benjamin H. Read
- Executive Secretary
Attachment:

Presidential Finding, Tab A,









Wednesday
J 29, 1966
7:00 P. M.

Mr. President:
Cc " General Rice in Hong Kong
se_.__ -n a highly interesting

summary of what is apparently
going on in Communist Chin a.

Bromley Smith

Attachment






The Internal Power Struggle

The antagonists in the power struggle must surely have in the back of
their minds Mao's age (now 73) and the question of who will succeed

him. And the shadow of this coming event must lend urgency to
maneuverings for position among the leadership under Mao -- maneuverings
in which Mao may or may not have played a deliberate role. At the same
time official statements and the atmospherics both suggest to some
members of my staff that there may have been a serious challenge from
within the party to the authority of Mao himself. If Mao himself unleashed
the present storm, its violence -- before which all China seems to be
bowing down as though Mao were God -- suggests his doing so was triggered
by something of no mean importance. A May 4 editorial in the Liberation
Army Journal about a 'life and death struggle'' against elements which
include '"Right opportunists within the Party'' may have overstated the
case with typical Chinese Communist hyperbole, but such circumstances
as recourse to an Army Journal to contradict the Party's leading news-
paper suggest a serious struggle did indeed occur. In any case, political
power abhors a vacuum and there will always be those who are tempted --
sometimes prematurely -- to seize authority from apparently failing
hands. That a hard-liner, ranking Politburo member and ''close comrade
in arms' of Mao like Peng Chen would fall during a '"'cultural'' purge
suggests how dangerous it can be to be called -- as Peng was in the talk of
some Chinese -- the '"Crown Prince'' while the Sovereign is still alive.

The Cultural Purge

The ideological purge now being attempted in China under the current
""Cultural Revolution'' undoubtedly is intended to be more sweeping than
any which has occurred in China since about 221 B,C. It was then that the
authoritarian first Emperor of the Ch'in Dynasty ordered the burning of the
Confucian books, in an effort to destroy the ideological basis of Feudalism
and the authority of the scholar-official class which had served the Feudal
Lords.

As Chou En-Lai has put it, the present objective -- and it represents an
unrealistically big order -- is 'to liquidate completely all old ideas,

all old culture, all old customs and traditions which have been created
in the course of thousands of years by the exploiting classes to corrupt
the people.'" The currert cultural campaign is largely directed against
what might be broadly termed today's class of scholar-officials, who
are or are suspected of being the carriers of that old culture -- not
only scholars and educators, but also newspaper editors and other Party
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specialists in the field of publicity and propaganda. A topmost Communist
scholar like Kuo Mo-Jo may perhaps escape a worse fate by publicly
asserting that everything he has ever published was ''rubbish, ' but a Peking
newspaper editory like Teng T'o will not get off so easily for having at

one point written, in veiled but understandable language, that one of Mao's
foreign policy assessments -- that the East wind was prevailing over the
West wind -- was ''great empty talk."

A few isolated cases of double-talk might be passed over without resulting
in an ideological purge, but frequent and more explicit challenges of the
Party line could not. It is the official line that the thinking of Mao Tse-Tung
provides the basis for solving all problems. ''Mao's thought' is undoubtedly
intended to serve as a gyroscope, keeping the Chinese Communist ship of
state away from the shoals of revisionism and on the revolutionary course
he has set -- now and for the future after he is gone. This line has been
questioned too often of late, while he is still alive, to instill confidence

it would be generally accepted after he goes. A Mao who attacked Peking
University students for giving only lip-service to Communism could
scarcely be expected to tolerate explicit challenge, and evidently he has
not.

Who is in Charge?

We do not know to what extent Mao is in charge of the purge, and to what
extent he has felt personally threatened by events leading up to it. Mr.
Hopson, the British Charge, reports that the atmosphere in Peking
reminds him of that in Moscow during the time d the doctors' plot. I
would not blame Mao, given his suspicious and obsessive character, if
he did not feel safe in Peking. In any case, he appears to have stayed
away from the Capital throughout the past half-year. (The last two times
we have heard of his whereabouts he was, respectively, near Canton and
probably in the vicinity of Shanghai: except in political terms their
climate is not all that much healthier than Peking's.)

Reports of conversations held with Mao at Canton last March present the
picture of a man complaining that his subordinates do not tell him
everything -- which is undoubtedly true -- and in the grip of what we
would regard as obsessions. However, the vigor of his arguments makes it
clear he has not become, as one commentator had concluded, a senile
vegetable. It would accordingly be logical to suppose he is well able

to fight back against his adversaries. It is not likely that he is directing
the campaign in detail: that was not his habit when, a far younger man,
he was directing campaigns from his cave in Yenan, so it is unlikely he is
doing so today. It is also unlikely that Mao's subordinates, in carrying
out operations under his authority, do not utilize it in ways which serve

CONFTIDENTLAL
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their own interests and discredit their rivals.

It is now clear that the campaign is being spear-headed by or in the

name of Minister of Defense Lin Piao. Retrospectively, one is entitled

to wonder whether the opening maneuvers of this campaign did not begin

long ago. For some time Lin has been building himself up as a leading
exponent of ''the thought of Mao Tse-Tung.'" The abolition of military

ranks and distinctions of uniform, a reversion topractices of civil war

days which created so much speculation at the time, put the leaders of the
Peoples Liberation Army in position to point to themselves as exemplars

of pure revolutionary orthodoxy. And the extensiarof the commissar system
. from the Peoples Liberation Army to industrial, financial, and commercial
sectors of the economy, with many Army veterans becoming its commissars,
may have inserted the influence of Lin and his associates deep into the
citidels of the pragmatists and revisionists who had been challenging Maoism
as the solution of all China's problems.

It is also possible that Mao may have decided to back Lin as the successor
to his own position of Party Leader. A number two man like Liu Shao-Chi,
who is almost Mao's age, might not provide a succession which is long
enough to ensure its consolidation, and Mao may remember the fate of the
one really revolutionary and authoritarian Chinese Dynasty -- it perished
in a power struggle shortly after its founder's death. Lin Piao not only
has more charisma than Lin: at 59 he is a decade younger than the average
among the full members of the Politburo.

The foregoing hypothesis is open to questions based, inter alia, on long-
held assumptions that Lin was in chronically poor health. However, these
assumptions are drawn into question by evidence of his intense if not
generally publicized activity in 1960-61, as indicated in captured documents
from that period. Moreover, the veterans of the long march were a tough
lot: many of them endured great hardships, survived serious illnesses
such as tuberculosis, and have lived to a ripe age.

Mao's most recent pictures showed him meeting the Albanian Premier,
who was in China in May, in company of the triumvirate of Lin Piao,

Teng Hsiao-Ping, and Chou En-Lai -- not looking moribund. The ever-
supple Chou En-Lai has been acting as exponent of the Cultural Revolution
and has just been entrusted with an important mission abroad. Teng also
was with Mao during a recent meeting with Japanese Communist leaders.
And Lin has retained the greater prominence into which he stepped, with
the publication last September of his article on '"People's War;" it is only
he who now is being cited as having ''creatively applied the thought of Mao
Tse-Tung.," :
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All of this may help answer the question as to what men are really in
charge of China and the purge: it suggests that under Mao the party
chairman there is a triumvirate: Lin, the Head of Armed Forces;
Teng, the Party Secretary; and Chou, the Prime Minister, Chief of
State Liu Shao-Ch'i continues to perform his representational duties,
but his chance for succession to party leadership may have been hurt by
close association with the career of P'eng Chen, Mayor of Peking and
only Politburo member known to have been caught so far in the purge.

The Policy Struggle

- China has, within the past few years, suffered two sets of great policy

failures, one internal and the other external. The first, of course, was

the failure of the policies of the Great Leap towards rapid industrialization

and full-scale Communism. Defense Minister P'eng Te-Huai objected to

them and was purged in consequence; it later failed and China was so badly shaken
that the third Five-Year Plan had to be postponed for three years, and may

still be the subject of dispute.

The second was the great series of setbacks attending initiatives in the
foreign field which, had they succeeded, might have diverted U.S. efforts
from Vietnam. (The disaster in Indonesia was the most resounding:
Communist China may have intended Indonesia to serve as the southern
arm of a great pincers on the two sides of Southeast Asia.)

The foregoing failures would undoubtedly have brought down the elected
regime in any parliamentary democracy. They undoubtedly raised serious
strains within the regime in China where, given its one-party system,
policy dispute would be largely contained within the Party but could hardly -
be excluded from it.

It may be premature to say what the final result will be, in policy terms,
of the leadership struggle and ideologic purge which have been going on..
However, it appears clear tha the ship of state is, internally at least,
on a leftward track: the pragmatists are being discredited and there is
published and other evidence of plans for another Leap Forward.

The greatest issues in the external policy sphere evidently have concerned
China's confrontation with the U.S. There is reason to think Mao
expressed, at a meeting late last September of the Party's Central
Committee, the conviction the U.S. and the USSR would attack China within
the next two or three years. Mao professed that same belief to the head

of the Japanese Communist Party as recently as last March. It is doubtful

CONFIDENTIAL
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all within the Chinese leadership believe such an attack inevitable or

that efforts to avoid it should not be made: Chen Yi on June 9 conveyed

to British Charge Hopson the impression he did not totally share Mao's

apparent conviction. And even if the leadership were agreed that an

early war with us were inevitable it does not follow they would be careless

about precipitating it on the theory that how it comes does not greatly

matter. They will greatly prefer the external and internal advantages of

being the party to conflict which is the apparent victim of aggression.

This undoubtedly contributes to the apparent Chinese Communist intention

not to become directly embroiled with the U,S. in Vietnam provided we do
not precipitate such embroilment.

To most Western minds, and undoubtedly to some Chinese Communist
military and non-military minds as well, a conviction we will soon attack
China -- consequent to frustration in Vietnam or out of more deliberate
calculations -- would not be consistent with presumably reliable reports

of continued Chinese Communist supply of tanks and MIG's to Pakistan.

It might be assumed China would want not only to retain its present
inventory of these items but also to build it to the maximum extent from
current production against the day of our attack. This may leave out of
account two considerations: Mao may hope Pakistan would put such materiel
to good use for renewed operations against India -- to the discomfiture of
both the U.S, and the USSR -- in case we were embroiled in a war with
China. (A U.S. war on China, its leaders like to warn, would not be limited.)
Moreover, Mao's defense strategy would depend primarily on the resources
of manpower, space, and time rather than complex weapons -- he would

pit China's strengths against our weaknesses, not vice versa.

Accordingly, the Chicom supply of tanks and planes to Pakistan is one
more evidence that Mao remains in command of major decisions in China
and that his strategic thinking prevails there.

RICE
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DEPARTMENT OF STATE
WASHINGTON

June 29, 1966

MEMORANDUM FOR THE PRESIDENT

Subject: U.S. Policy Toward Argentina with
Respect to Military and Economic
Assistance and Recognition of the
New Government

Recommendation:

The Interdepartmental Regional Group for Inter=-
‘American Affairs met on June 28 to consider the
situation in Argentina and has made the recommendations
set forth in the enclosure regarding United States
policy toward Argentina with respect to military and
economic assistance and recognition of the new
de facto Argentine Govermment resulting from the mili=-
tary coup which took place on June 27. I consider
these recommendations sound and suggest that you
approve them.

Approve Disapprove

Discussion:

As a consequence of the Argentine coup, relations
between the United States and Argentina were automati=-
cally suspended. Until a definite decision on the
recognition of the new regime is taken, we do not wish
to take any action that could be construed as recog-
nition or continuance of official relations. Further=
more, we wish to demonstrate our regret over the break
in continuity of democratic, constitutional processes

—SRCREE—
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in Argentina without appearing to be unduly vindictive
or needlessly alienating this regime with which we may
have to work for several years. Additionally, we do
not wish to terminate programs designed to assist in
the economic and social development of Argentina under
the Alliance for Progress.

The recommendations set forth in the enclosure
are based on the following guidelines:

1. No new activities should be initiated.

2, Binding commitments should be carried out in
good faith. If the fulfillment of the commitment ine
volves official contact, action should be suspended
until relations are renewed. If the commitment is
beingcarried out by private contractors, it would not
be affected.

3. Transactions in the process of negotiation
should be suspended.

4, Private activities, although financed in whole
or in part by the United States Government, should
generally not be interrupted. This includes educational
and travel grants.

5. Commercial activities, except in military
hardware, should not be interrupted. The Eximbank
would, for example, continue to provide exporter credits.

6. Individuals training in U.S. military schools
should be allowed to complete their course. No new
training grants would be issued, but training slots would
be kept open.

7. Military grant equipment deliveries should be
suspended. Military equipment that has been purchased

—BEERET—
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and for which an export license has been granted would
not be affected.

g!} / % (/

Tl ey

Actlng Sscretary

Enclosure:

IRG/ARA Recommendations
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Recommendations on United States Policy Toward
Argentina with Respect to Military and Economic
Assistance and Recognition of the New Government

As a result of a number of agreements already signed
or which had been under negotiation with the Illia Government,
we are faced with a variety of problems related to military
and economic assistance to Argentina. We are also faced with
the problem of recognition of the de facto regime in Argentina.
These problems and recommendations for United States policy
with regard to them are set forth below.

1. Military Grant Aid

Various items of grant military equipment (primarily
armored personnel carriers, trucks, trailers and spare parts)
are scheduled to be delivered to the Argentines.

These deliveries should be suspended. Shipments should
not be made to ports of embarkation and shipments arriving in
Argentine ports should not be offloaded, but returned to the
United States or diverted to other MAP countries.

2, Military Credit Sales

Several agreements for military credit sales have been
negotiated and are ready for signing (a battalion of tanks,
4 DC 6B aircraft, and 15 helicopters).

The signing of these agreements should be suspended.
However, equipment purchased under credit sales which may
be en route to Argentina should be delivered (no significant
items of combat equipment are involved).

3. Special Aircraft Sale

We have sold 25 A 4B aircraft to the Argentine Air Force.
These have been delivered to the overhaul facility in Tulsa

— SEGREP—
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and title has been vested in the Argentine Government, but
no export licenses have yet been requested.

For the time being such licenses should not be issued.

4, Commercial Military Sales

In addition to credit sales the Argentines often
purchase military equipment in the United States for cash
from commercial sources, subject to United States Government
licenses.

No new applications should be approved for the time being,
but delivery should be permitted on equipment already contracted
for, paid for and licensed.

5. Military Training

There are a number of Argentine military personnel in
training at various United States facilities.

The training now underway should be continued, but no
new personnel should be brought to the United States for
training. However, training slots allocated to Argentina
for FY 67 should be held open for the time being.

6. Military Mission Training

We have a number of Americans engaged in training mili-
tary personnel in Argentina. :

These training programs should be quietly suspended by
having the American training personnel go on administrative
leave temporarily. :

7. AID Loans

There are a number of projects (primarily road construc=
tion) financed by AID loans now in progress.

—EERE—
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We should make no move to suspend these projects,.but
should not disburse funds to reimburse the Argentines for

their expenditures on them until we recognize the new regime.

8.‘ AID Grant Programs

We are engaged in several grant AID programs, primarily
technical assistance to help the Argentines improve government
administration, higher education, and agricultural research.

Those portions of the program which involve official
contact with the Govermment of Argentina should be temporarily
suspended, with United States personnel taking leave; but
programs not involving official contact with the Argentine
Government should be continued.

9. Export-Import Jet Loan

A signing ceremony was scheduled for June 29 for a
$25 million loan for the purchase of Boeing 707 aircraft.

The signing should be postponed, but the Boeing Company
should be told it may continue work on the three Argentine
planes.

10. Export-Import Steel Mill Loan

The Bank has been discussing with the Argentines a
proposed loan for expansion of the SOMISA steel mill,
which is operated by the Argentine military.

These discussions should be. suspended.

ll.} Suoplier Credits

The Bank engages in loans and guarantees for United States
supplier credits on commercial terms for exports to Argentina.

—SECREF—
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Credits for previously authorized loans should continue
to be disbursed and the Bank should continue to consider new

loans of this type.

12, World Bank, Inter-American Development Bank and
International Monetary Fund Activities

The World Bank and the IDB have under consideration
loans for several Argentine development projects, and the
IMF has engaged in discussions regarding a drawing by the
Argentines this year. The IMF in its most recent letter to
the Government of Argentina made it clear that the terms it
stipulated pertained only to the government then in power
(the 1llia Government).

We should suggest to these international financial in-
stitutions that they delay further negotiation on projects
under discussion until the Argentine situation clarifies.

13. Educational and Travel Grants for Civilians

‘Grants for government officials should be suspended,
but others should be maintained. |

14, Recognition of the New Government

We will be faced with the problem of recognition of the
new de facto govermment.

We should consult bilaterally with the other OAS
nations, as required by Resolution XXVI of the 1965 Rio Con=~
ference; and should make efforts, through informal contacts
with the de facto Argentine authorities, to obtain, in addi=-
tion to the usual assurances regarding acceptance of inter=-
national obligations, assurances that civil liberties will
be respected and to induce the new government to commit it-
self to an early return to democratic, constitutional pro-
cesses. However, in attempting the latter we should not
place ourselves in a rigid position that would preclude
recognition if we are unsuccessful in obtaining the commit=-
ment on electiomns.













GONFIPENTAL— Wednesday, June 29, 1966

TEXT OF CABLE FROM OTTAWA #1788

Following a‘very sharp speech by Soviet Deputy Prémier PolyansKky last
night, Foreign -Minister Martin delivered an-extemporaneous and uns
scheduled reply rebutting Polyansky s remarks, After leaving the table
the two men argued in what an eye witness, reporter Fraser Kelly called,
a 'mose=to-nose'' confrontation reminiscent of the Kitchen debate between
Nixon and Khrushchev, " Polyansky continued his criticism of the U, S,

Martin replied, '"We have found the U. S. a good neighbor, dedicated to
the principles of freedom and anxious to use its resources and power for
the good of mankind, "

Polyansky interrupted: ''Do you believe the war in Vietnam is for the
good of mankind?"

Martin: 'No war is for the good of mankind., Let's make the United Na-
tions strong. '

Polyansky: '"I'm all in favor of that.'

Martin: '"You must know that we in Canada understand the U, S, better

than anyone else, We have our differences, but we have deep respect for
their national purposes and what they are trying to do to promote harmonious
relations in the rest of the world. "

Polyansky: ''Does that mean you support the war in Vietnam2"

Martin: "I spent an hour today letting you know of our efforts in this field
and our hopes they will not go unfulfilled,' (Martin referring to recent
initiatives by senior Canadian diplomat Chester Ronning in Hanoi.)

Polyansky: ''But the U. S. is the belligerent. It could stop the war at any
time. "

Martin: "The U. S, has offered to conduct peace negotiations in Vietnam
with no preconditions and we are working towards that end with every energy
at our disposal, "

Polyansky: 'U. S. activities in this field is just a theatrical performance,"

Martin: '"The most fruitful way to pursue these discussions is the way we
began today.' He raised his glass and said: 'It's all over."

GOMNFIDENTIAL
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Polyansky, who kept jabbing his finger at the External Affairs Minister
was not to be deterred: '"What is required is not mediation, but those
who started it (the war) must put an end to it, "

i
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THE WHITE HousE
WASHINGTON

ea,

Tuesday, June 28, 1966
2:20 p.m,
Mr, President:
Dave reports a good effort of

his, plus a good reaction against
Fulbright in the Atlanta Constitution.
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s “How I wish,” said Booker T. Washinglon,
.. %1 most cultured and. highly endowcd univérsity in the great North |
=71 {o the humblest log cabin schooliousc in Alabama, we could ;:

.+ burn, as it were, into the hearts and heads of all, thut usefulness, it

‘Usefglgu . .4:' I Y
And

Once again
marched in caps and owns bencath the states
ly Alabama oaks of ! the Tuskegee campus to
claim dxplomas from the college Bookes T. Washinglon com-

5
a, Y
16 3;:..,0

O T P G

iounder once said.

that service to brother, is the supreamme cnd of education,”
& &

1 and of the aim of his foreign aid programs to hcap those who will
-;, use our assistance to help themseives.

“rid Yet in Washinglon a curious palmc 1 dx,lm ation was visible

:
‘:i

) ',. to these students, Under leadership of Sen. J. William Fulbright,

i liberal congressional forces that once rnu it for foreign aid were
.\ now crippling the program with whal The "New York Times called

.

States.”

Gone was the day when they slood e the program, against
.1the “giveaway” assaults of doubting cou:crvatives, Now liberal
.1 senators like Fulbright and Church, Gore and itugene MeCarthy
1 were ready to junk the reforms: in forcign wid that years of strug-
igle had produced.

: "~; Cut the authorization, they said, Reinstitute “hard” loans at

1 menced to build 85 years ago. The commencement speakcr was
...]. David Bell, director of the U.S. Ageney for International Develop- |
.11 ment, and his words were a modern e¢ho of u thing the college's

In the galhermg dusk, David Bell spoke quietly in the same %
terms to this generation of educated youn: Negroes, He told them
- 4 .of the usefulness and service this privileg il nation owes to |
-1*{ brother human beings in the less forlunate vegions of the world,

Mouday the young people *

% t? ." . . m -" « ) ’ . K ™
"~ THB ATLANTA CONSTITUTION
4 . ~ June 1, 1966
lﬂ L S
Ewrgene P o ooon

“that from the 'f

P L C—

'int\.rest rates the needxest nations cunndt pay; shut out any coug-

‘tnes that exceed an arbilrary quoii; oblicrale long-range plane
-ning by voling aid funds year to year according to the political

capnce of the moment.
v & &

l Fulbright has been unhappy with President Johnson. He has

- disapproved the President's Viet Nam policy. He has expressed
the view that we wouldn’t be entangied in Viet Nam il we hadn't
. tried fo aid that country in the first place.

So, shall we avoid the difficult by doing noth.n'f" It is the old
 Isolationist argument; we shouldn't gel ml\ed up wilh forcigners,
:ele. Then of course the roof falls in with WAl
i ‘Whether this rich nation docs owe some deht o poor nations,
.and If so, whether cffective ways can bu davised Lo pay it, is the
«central Point of what is happening in Viet N, und of what will

happen in the southern hemisphere fwr the wext yeneration.

In the Senate, some discowrared liborals ave evading that |

oblem, In Tuskegee, Mr. Bell asked youn:: Amcricans fo face it,
ifficullies and all.

_.i“a dangerous blindness to the long-run interests of the United ;-

R

—
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If he came to Washington, he would have various family and personal
problems to deal with; but the central question on his mind was whether
this is what the President and Secretary of State wish done through the
office of Counselor. In any case, I think you ought to meet him,

If you want him, it may be important that he hear directly from you

what you want to happen over at State and what you think he could do
about it. |

He will be back in town next Wednesday, June 29. I recommend that
you eee him. He would, of course, make himself available to you at
any other time convenient to you.

W. W, Rostow

Bring Bowie in on Wednesday, June 29
The following time is more convenieat -

See me

WWRostow:rin
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DEPARTMENT OF STATE
WASHINGTON

June 24, 1966
MEMORANDUM FOR THE PRESIDENT

Subject: Appointment for Covey T. Oliver,
United States Ambassador to Colombia
Recommendatioﬁ

That you approve an appointment for Ambassador
Covey T. Oliver.

. Approve_ Disapprove

Background

Ambassador Oliver was appointed on April 2, 1964,
and took up his post in Bogota in August 1964, His
service in Colombia has coincided with the last two
years of the Valencia Administration, during which
Colombia has passed through a period of political and
economic crisis before reaching relative stability.
Ambassador Oliver met with you in June 1964 in a group of
other ambassadors. He will be available on June 24, 28,
29 and 30, -

Ambassador Oliver wishes to report to you on his
tour in Colombia before returning to the University of
Pennsylvania at the end of the summer. In addition, he
would like to discuss such matters as the inauguration
of Carlos Lleras in August, plans of the new government,
President-elect Lleras' interest in the proposed s(mmi t
meeting and what might be done in education in Latin
America, </7

. MM

Acting $ecretary
Enclosure:

Biographic Sketch.

29¥2
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_BIOGRAPHIC SKETCH

Ambassador Covey T. Oliver (Colombia)

Covey T. Oliver, who took up his post as Ambassador
to Colombia in early August 1964, has had a distinguished
career as a teacher and practitioner of international law.
Before his appointment as Ambassador, he was professor of
law at the University of Pennsylvania.

Since 1936 Ambassador Oliver has alternated between
the teaching profession and government service. He joined
the government as a senior attorney with the Board of Eco-
nomic Warfare in 1942. He served as chief of thée Economic
Control Section of the American Embassy in Madrid from 1942--
1944 . In 1946 he was a member of the United States delega-
tions to the Paris Peace Conference, the Paris Reparations
Conference and the meeting of the Deputy Foreign Ministers
in London. Between 1947 and 1949 he was a delegate to the
Allied-Swiss Conference on German Assets, the Yugoslav and
other claims settlements negotiations, and the Austrian
Treaty Commission.

Ambassador Oliver returned to academic life in 1949 as
professor of law at the University of California. He moved
to the University of Pennsylvania in 1956. On leave of '
absence in 1963, he was a Fulbright teaching fellow at the
School of Law at the University of Sao Paulo, Brazil. There,
he became the American founder of a new Inter-American Insti-
tute of International Legal Studies, which is part of a bread
university program for cooperation in the imgrovement of
higher education in the hemisphere. From 1963 until early
this year, Ambassador Oliver has also been a member of the
Inter-American Juridical Commission of the OAS.

Ambassador Oliver was born in Laredo, Texas in 1913 and
received his B.A. and LL.B. degrees from the University of
Texas. He holds the Doctorate of Juridical Science from Colum-

bia University. With him in Bogota are Mrs. Oliver and/their
five children.
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June 27, 1966

FROM TOKYO (4588)

1. Prior to receipt of cancellation cable the Prime Minister had

asked the additional question of whether the U.S. Government had

any specific reason to believe that an operation of the type contemplated
might have a decisive effect on the war at this time. He requested that
this query be passed along to Washington but did not press for an
answer.

2. When informed of the cancellation cable, the Prime Minister said
he had seen stories from Washington about the operation and assumed
this was a deliberate softening up of public opinion in advance, and said
he - thoiight*it notradvisable - forsthe 'U.S., Governmenttorweakenritas
stand-or-to yield:to: public-opinion on this matter.

3. The Embassy was assured the Prime Minister will keep the
exchange secure.

REISCHAUER

9



MEMORANDUM
THE WHITE HOUSE

WASHINGTON

Monday, June 27, 1966, 12:35 p.m.

-SECRET

MEMORANDUM FOR THE PRESIDENT

In the attached, George Eall asks your permission Zor us
formally to withdraw our tactical nuclear weapons from French
iorces in Germany on July 1, when the French are de-
committing those forces from NATO assignment.

You will recall that in our April 12 aide-memoire we told
the French we would have to do this, as a matter of U.S. law.

I have asked John McNaughton personally to check out the
physical arrangements for withdrawal. He and I will make sure
that the sc i i igimize the chance of any unpleasant

incid

} 3.4

If you approve, we will tell State and Defense to go ahead.

G oK
"“ZJL‘.

Francis M. Bator

Attachment

-

Approve | /

Disapprove 97-173

Speak to me
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MEMORANDUM
THE WHITE HOUSE o
WASIHHINGTON
—SECGRET— June 27, 1966
MEMORANDUM TO:  Bill Moyers Bob Komer
Bob Kintner Governor Bryant
Marvin Watsen Barefoot Sanders
Jake Jacobsen Larry O'Brien
Douglass Cater James Moyers
Joe Califano George Christian
Harry McPherson Francis Bator

Milton Semer

I wanted you each to have. -~ quite unvarnished -- the summaries of
progress on the world scene, region by region, prepared by my staff.

The unifying threads running through them are these:

-- the decline of extremists, Communist or otherwise: Castro,
Nkrumah, Ben Bella, Sukarno, Mao, etc.

-= the growing movement towards constructive regionalism in
‘Latin America, Africa, and Asia;

-- the slow acceleration and'increased steadiness of economic and
social progress in developing areas;

. . A
-=- the slow emergence of moderates, willing to damp down ancient
quarrels, and live with their neighbors. '

These do not mean our troubles are over. In some cases the improvement
in the situation raises problems; for example, in Europe, focussing on
how to. play more promising East-West relations,

In other cases great issues remain to be surmounted; for example, /
white-black problems in Africa. !

Throughout there is the challenge of our making the most of these
potentially promising trends.

But it does mean that the Viet Nam struggle is:

-= the dam behind which a dramatic turn for the better is taking place
in Asia and the world; - .

-=- the grain of history runs against those in Hanoi and elsewhere who

are, in a rather old-fashioned way, still trying to pick up other folks'
real estate,

Enclosures o | ww&rRostow
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Viet-Narm, is no longer regarded as ''the wave of the future'' -- quite
the contrary., China's nuclear explosions have not caused the extensive
political fallout feared -- again probably because of the import of U, S.
determination in Viet-Nam, which has reaffirmed the belief among
Asian states that our power presence will continue to sustain their own
efforts to -remain independent of Chinese domination.

2. In place of rampant intra-regional functions we have accom-
plished the Korean-Japan Treaty, the reselution of the West Irian
dispute, the near-end to the Indonesian-Malaysian confrontation,
restoration of diplomatic relations between e Philippines and Malaysia
and similar prospect between Indenesia and Malaysia, Burma is warming
up to the U.S., the better outlook in Viet-Nam, of course, but the
Cambodian situation is unchanged and border problems still persist.

3. Internal political situations have been better stabilized in
South Korea, Laos and South Viet-Nam.

4. The PKI suffered a stunning reversal in Indonesia, preventing
a Communist takeover.

5. A plethora of regional and sub-regional cooperative initiatives
has evolved: ASPAC, ADB, ASA, #tc., which hold great promise for =
future Asian resolution of the region's own problems. Most important,
our own view that our presence in Viet-Nam was buying time for the
rest of Asia is now shared by the Asians themselves -- for example,

Lee Quan Yew's celebrated speech.

Country-by-Country

1. Japan -- Nagging disputes on a series of bilateral issues and
lack of understanding on larger problems have given way to partnership
and candor. Major developments: (a) US~Japan -- Johnson-Sato talks
of January 1965, civil air agreement, @nnual Cabinet Committee meetings,
expanded consultation and cooperation on the Ryukyus; mutual understand-
ing on the China and Viet-Nam problems, (b) Other -- Milestone of
Japan-Korea settlement (1965); Tokyo Conference on Asian economic
development (1966); Japanese participation in ASPAC.




~CON I NP LA L—

" In brief: Japan's emergence as 3 full-fledge U.S. partner and
a leader in Asian development and conciliation.

2. Korea -- Political instability, economic doldrums, and iso-
lation from its neighbors have given way to robust and relatively stable
democracy, economic take-off, and #ull participation both in Viet-Nam
war and Asian regional arrangements., Major developments: Transition
from military dictatorship to constitutional rule; successful Pak visit of .
May 1965; Japan-Korea settlement; troops to Viet-Nam; Seoul ASPAC
conference (June 1966) and creatiom of new Council (500 percent export
increase in three years); economic beoom.

In brief: Korea no longer, a #ragile and isolated U.S. ward, but
reconciled with its traditional enemy and potentiel protector, partici-
pant in new Asian regional initiative, and number one Asian contributor
to Viet-Nam effort.

3. Taiwan -- Continued political stability, the highest economic
growth rate in Asia, transformation from aid-receiving to aid-giving
status; participation in ASPAC Comference; improved relations with
other developing nations in Asia zmd Africa.

4. Indonesia -- Changes here are self-evident.
Y

5. Philippines -- Johnson-Macapagal visit of October 1964, with
good progress on many bilateral issues; Manila the headquarters of
Asian Development Bank; dynamic new leadership of Marcos, after
orderly democratic change of government; conciliation with Indonesia
and Malaysia; new commitment to Viet-Nam; ASA revival; Maphilindo
possibility; ASPAC. '

6. Singapore-Malaysia -~ Gradual reconciliation despite break --
foundation for a better relationship; reconciliation with Indonesia,  etc.

7. Burma -~ Transition from xenophopic isolation to increasingly
friendly ties with the U.S., culminating in Ne Win visit.

8. Thailand -- Increasingly a leader in Asian developments; host
for next year for Asian and Pacific Council; increasing coéperat’ion with
U.S. in meeting threat of communist aggression in Viet-Nam and Laos;
rapidly expanding economy; staunch partners in Prime Minister Thanom
and Foreign Minister Thanat. |

v
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9. Laos -~ Still suffering under communist attack, but doing far
better in meeting this threat; growing disillusionment with Pathet Lao
and possibilities of Communist cooperation in orderly government;
Prime Minister Souvanna has become far more active leader; small
improvements in economic life; better relations with South Viet-Nam
and Thailand.

10. Australia-New Zealand -- Continuation of close ties with U.S.
(Vice President's visit, their visits here, etc.); but new participation as
Asians in Asia (Viet-Nam, ASPAC, ctc.). '

11, Communist China -- Seli-evident: external policy failures
and internal convulsion.

12. Regional highpoints -- ECAFE (Mekong), Asian Development
Bank, Tokyo Economic Conference, ASPAC, ASA. Fresh winds of
regionalism and sub-regionalism under Asian leadership.

Where Are We Heading?

Our goals must, of necessity, be generally stated. But these are among
them:
. 5
1. Further progress in regional and sub-regional cooperative
relationships leading to more collective self-reliance for resolving

area economic, social and security problems.

2. More momentum in economic growth rates and greater self-
reliance in food production.

3. Successful resolution of the Viet-Nam conflict and the cofx-
vincing. of Peking that further wars of subversion on the Viet-Nam model
are useless.

4. Greater economic and political leadership on the part of the
Japanese -- possibly linked to a stablizing regional axis comprising
Japan, Indonesia and India.

5. A mellowing in Peking's policies and the beginning of peaceful
co-existence between China and the rest of the world.

—CONFIDENTIAL—
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6. The drawing out of Burma and Cambodia from their self-
imposed isolation from the rest of the region.

- 7. The gradual reduction of the U.S. power presence on the
Asian mainland as Asians themselves work out substitute security
arrangements only/dli'}'ectly buttressed by U.S. Pacific power, -

8. More rational trade relationships between Asian states and

the West, and the integration of Asian economies in accordance with
compatible small industrial development. '

William J. Jorden
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DEPARTMENT OF STATE

WASHINGTON

June 23, 1966

MEMORANDUM FOR MR. WALT W, ROSTOW
THE WHITE HOUSE

Subject: Effect of Food for Freedom Act on Food=-for-Peace Director

The Secretary of State, by Executive Order, is Director of the
Food-for-Peace Program and is assigned responsibility for "continuous
supervision and coordination'" of the operational functions of the
several agencies carrying out P,L., 480. He, in turn, has redelegated
.the carrying out of this responsibility--principally to the Special
Assistant, Food=-for-Peace, '

The functions of the Director of the Food-for-Peace Program are
thus tied to the functions of other agencies as specified in the
basic Executive Order (No. 10900) assigning responsibility for
administration of P.L. 480. Those operating functions may be changed
as a result of the Food for Freedom proposals, and this would affect
the responsibilities of the Secretary of State, or his subordinate,
as Director of the Food-for-Peace Program. But, if P.L. 480 were not
actually superseded by the new law, and Executive Order 10900 remained
in effect, there would be no direct effect on these coordination and
supervision functions as such.

To the extent that the operational functions to be coordinated

~ and supervised are changed or shifted or removed by law from *

Presidential control, therefore, the functions of the Secretary of
State and his Special Assistant would be affected but only indirectly.

Since we no longer expect that P,L. 480 will be superseded by
the Food for Freedom Act--only amended--no new Executive Order is
strictly necessary to retain the present supervisory and coordinating
functions of the Secretary of State. A new substantive Executive Order )
will be needed in any event, however, to provide for new or changed
operational responsibilities under the Food for Freedom legislation,
and the responsibilities of the Director could no doubt be reviewed
at that time,

A more detailed analysis of the relationship between the
Director of the Food=-for-Peace Program and the new legislation is

enclosed.
enjamin H, Read
Enclosure: Executive Secretary

Memorandum,



MEMORANDUM

Subject; Effect of Food for Freedom Act on Food-for-Peace Director

Basic Executive Order

The substantive functions of the Director of the Food-for-Peace
Program were established by Executive Order 10915 of January 24,
1961, which amends the basic Executive Order for P.L. 480. An
accompanying memorandum from the President to heads of agencies
described those functions in greater detail. The order and memo-
randum are set forth at the end of this memorandum. (References
in those two documents to section 402 of the Mutual Security Act
are not relevant here because there are no current activities under
that section.)

Transfer to Secretary of State

Executive Order 11252 of October 23, 1965, which is also at the
end of this memorandum, shifted the functions provided for in the
1961 order without affecting substance. The shift was from a special
officer directly responsible to the President to the Secretary of
State, This 1965 order also established a Special Assistant to the
Secretary and designated the salary level for that officer. The
Secretary of State later redelegated to the Special Assistant those
functions established by Executive Order 10915,

Effect of Change in Law

Because Executive Order 10915 is an amendment to Executive
Order 10900, which in turn assigns Executive responsibilities under
P.L. 480, any significant changes in the basic law would affect
the functions of the Director of Food-for-Peace. The effect is
indirect because his functions are not directly tied to any specific
provisions of P.L. 480,

The Administration bill embodying the new Food for Freedom
proposals would have repealed P.L. 480, necessitating an Executive
Order superseding Order 10900. The House of Representatives,
however, has changed the format for the proposals into an amendment
to P.L. 480. The Senate is not likely to change that aspect &f
the House bill. Therefore, after completion of congressional action
Executive Oxrder 10900--at least in theory--could be retained.

Minimally, there would have to be consequential changes in
references to sections and titles. In fact, there would be some



major changes., Before the Food for Freedom proposals were submitted
to Congress, the agencies concerned had agreed that a new substantive
Executive Order would be needed to provide the necessary inter-
agency guidance to the Secretary of Agriculture in his determination
of the agricultural commodities required for disposition under the
new Act. Section 401 of the bill as passed by the House contains

the authority requested by the Administration in this respect, so

the same need for a substantive Executive Order would exist if

P.L. 480 were amended and not superseded.

Accordingly, if Executive Order 10900 were amended to make
technical changes, substantive changes, or both, section 6 would not
have to be changed (except perhaps in name) to preserve the Director's
supervisory and coordinating role over the comparable Food-~for-Freedom
functions. If an entirely new basic order were issued, new provision
would have to be made for the responsibilities of the Director. '



June 27, 1966

MEMORANDUM FOR ROBERT E. KINTNER

Attached is a toast for use by the
President at his luncheon for Australian
Prime Minister Holt on Wednesday, June 29.

W. W. Rostow

Att.
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A TOAST
BY THE PRESIDENT OF THE UNITED STATES
TO THE RIGHT HONORABLE HAROLD HOLT,

PRIME MINISTER OF AUSTRALIA

Mr. Prime Minister:
1 would like to welcome you here with a few lines of poetry.
For a poem is sometimes like a picture -~ it can be worth a
thousand worde of prose.
"I love a sunburat country,
A land of sweeping plains,
Of -ragged mountain ranges,
Of droughts and flooding rains.
Ilove her far horizons,
1love her jewel~sea,
Her beauty and her terror --
The wide brown land for me...
""An opal-hearted country,
A willful, lavish land ~-
All you who have not loved her,
You will not understand -~
Though Earth holds many splendours,
Wherever I may die,
I know to what brown country

My homing thoughts will fly. "'



2.

Any American who read those words would think of this broad
land -- of its plains, its mountains, and of the seas that surround it.
No man from Texas could help think of the sunburat country, the
"wide brown land" that is home.

And an Australian, Mr. Prime Minister -- what would he think
of? Surely of his homeland.

For these words were written by an Australian -- about
Australia.

Our countries could hardly be farther apart -- physically.

Yet we could hardly be closer -- in spirit, in tradition, in
outlook.

We are both of us an immigrant people -~ men and women who
crossed wide oceans to make a new world.

We found rugged and largely empty continents. And we carved
from them new nations.

Both of us belicve in hard work.

Both of us believe in the importance of the individual.

And both of us believe in government as the servant of the
people.

Qurs is a heritage of human rights -- and of responsibility. |

Our highest hope is peace. But when duty summons, we are

there.
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And we have become accustomed -- when duty calls -~ to be
there together -- shoulder to shoulder -- as we were in North Africa
and in New Guinea, at Savo Island #nd in Korea, and as we are now in
Viet-Nam.

Today, in your capital of Canberra, our ministers are meeting
as partners in SEATO. Tomorrow, they will be meeting as partners
in the ANZUS Treaty. In these, an in most other enterprises that
occupy us, we are working together.

And so, pray God, shall it continue to be.

For our friendship -- and our cooperation -- is among our
greatest treasures.

We welcome you back to the United States, Mr., Prime Minister -~
as the leader of the Australian Government and people, and as a valued
partner in the common cause of peace with justice.

A very wise man of antiquity once said:

"A faithful friend is fhe medicine of life. "

And so, we fear no illness.

Gentlemen, please join me in a toast to the Prime Minister of

the Commonwealth of Australia.
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B VOl ¢ € OF ANERICA ~
NEAR eAST ANDSOUTH A4 (A DUVSIoN

June 27, 1§56

Rerarks of King Faical oa the Jews and tsmgL

(& partdsa”. transcriviion of King Faisal's press conference at the
Statler Mokel In Wachingion on june 22, 1966; recerded transcrined,antd
translated by the Toleo of Americats Amabic Service)

MASTER CF CEREMONIES: Yowmsjesty, we have a wimber of cusstions about
Isracl snd the Jows. One es»é?m is suptly phrasad: '¥Which is the
greator cnemy, The United Arab’ Re pub ie or Tsrael?" QCne fzllow says,
"Are /% people still interested in driviag Tsraeld (sic) into the 922?"
Another is "Will your covniry beycott any Americam company doing vusiness
if that country invests in fsrael(?*

TINTERPRETER (ARABIC): mindeh of the two countriesy do yon coasider the greater
eneny of your country, thoe United Arab Republie or Zsracli?"
‘ hoading
KING FATSAL (ARABIC): The truth s, J fegret hocwring/ouch a question

AY

)

because it is fickally contigry to the treblh., The United Arah Republic
i3 our slsteor country...amd its pecple are our bpnthers. UWhataver
disagreatonis of opliton or empasis nﬁg&t fake place, it will stiil be

impogeilble for us to change eur feeling? er cur emotions about our broihers.

TN ERPRETER: I regret very decply this question boecsuse it is very much
contrery to the truth. The Uzubeo‘ Arab Republic is a sister country
of curs. The citizeas of the United Awab lic are our breth.en,

No matter what disazreaments may arise belweem us and them, thoy remain
our brethren, {THE INTFRPRETER THEN READS THE NEXT QUESTION TQ THE
KING IN ARABIC; NOTE THAT TWIS IS NOT THE SAME QUESTION READ BY THE
HASTER CF CEREHONIES) “jor what reasons does Saudi Arabia impose
restrictions on Jews who desire to exer the Kingdom of Saudi Arabis?®

XING FAISAL (ARABIC): The reason:...because unfortunately the Jews arcund
the world support Isracl and provide her with aid and contributiens.
In our prasent situation we are obliged to consider him vho helps our
encmy as Cur enemy. ‘

INTERPRETER:  "Tao reasons are that unfortunately the Jews throughout the world
aopers foracl. Thoy wrovide assistance 4o Isracl. And; in cur prosent
situation, we consider those who provide assistance to cur oneny as
vuT own cnemy. {(INTERPREIRD THE‘I,U READS THE NEXT QUESTION IN ARABIC
‘Do yeu still intend to destroy Jsrael and throw her into the sea?”

#MIT, ‘“directions, trends.”

\
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KING FALSAL (ARABIC): As g matter of fact 1 would Uike to dwell on this point
for g Litdtle bit. whak s understood in this country and other
countries around the world--as a result of what Mﬁr{een disscminated
by lsraell propagands--15 that we wish evil to the Jewg, or that
we wish to throw every Jew into the sea. But we hgve neither
intended this nor sceght €. We have at all times recognized those

| Jews who are of Palestinian origin and whe did not come ¥rom elsewirere
{ as Pulestinian citizens living with theiv brothers gnd fellow citizens,
{ the Arabs  but Tsael, and behind her world Z:l'p'n'i.sm) has created
e impression thgt we ave enemies of Jews gs Jews, This is not
the truth (Lit,; this (s oher than the truth). We are the enemies
of agression. Israel has canmitied agression ggainst the Arabs
in their own komelasd, has expetied them and scattered then from
their homes and theiv lands and has cast them into cemps and centers
for refugeesy and has €illed their country with other pesple who in
their prigins kave np connection with the Jews of Palestine and no
connection with the country they now occopy. They have came from
rmany diverse countries in al( parts of the world. For his reason
we do not recognize them as Palestinians. Instead we consider them
as alien to the tountry; which they occupied by force, expelling its
inhkekitonts. In our oplinion this s a flagrant violation of the
rights of the individurl, of hwman vights aad of the right of every
peopie to its oam homeland.

INTERPRETER: I would Like to dwell a litkle bit on this point. This inpression
has been spread arownd bY Jewish propaganda throughout the werld.
It has never been our aim, our ob jective, to extermingte Xsrnel

 and throw it jnto the sea. We have always yecognized the Jews of

Palestine a# being ca~itizens with the Arabs, at that time, in
Palestine, But Zionigm has, through agressien, token over thet
country, occupied it, throwa ‘ts peo ple out of it, meny of them;
hundreds of thousands of them have become refugees. They ave
scatiered qgll over; they hawe no homes. Jews fram outside of Palestine
cameinto that country and took the place of its original inhabitents,
and, to us, such people, Jews who have come from cutside Palestine,
are aliens, They have, by 84vession, taken over a land which belonged
to its inbgbitgnats. This we consider a viclation of every human right,
a. violation af the rigk{ of the person to his own home. {DURING THIS
TRANSLATION KING FAISAL $POKE TO THE INTERPRETER AND EVIDENTLY CHANGEYD
SOMEWHAT HIS ORTGINAL ANSWER THESE FURTHER REMARKS ARE INAUDIBLE
ON THE TAPE. )

MASTER OF CEREMONIES: You mejesty, 3 sevies of questions about oil....,
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UNITED STATES REPRESENTATIVE ON THE COUNCIL
OF THE ORGANIZATION OF AMERICAN STATES

DEPARTMENT OF STATE
WASHINGTON 28,D.C, June 24, 1966

Y
5, b

4.{ :“"‘ oy I3
Al ‘
ey o
Dear Mr. President:

Your more than generous comments at your
press conference last Saturday about my part in
.the Dominican situation during the last year
have touched me deeply.

Any contribution I have been able to make
toward a solution of the crisis and the establish=-
ment of a constitutional government has been
possible only because of the constant and
unwavering backing and encouragement I received
at your hands. The holding of elections in an
atmosphere of complete order and calm is not only
a victory for the Dominican people but is also
indisputable testimony to the soundness and wisdom
of the policy you have pursued in this most complex
and difficult situation. Your confidence and’
support have been a source of deepest satisfaction
to me and as you know, I am always yours to command.

Sincerely yours,

Ellsworth Bunker

The President,
The White House.

n
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The President of the Republic of Costa Rica

ﬂvbkwg/“,
$1TE San José
'“‘gié?ff June 15, 1966
) crnd
Mr, Lyndon B. Johnson V’&#ﬁ

President of the United States
of America
Washington, D. Co,

Very distinguished Mr. President:

I have had the opportunity to read the fine and
brilliant speech which you delivered on last Memorial
Day, and also the heart-felt prayer for peace which was
made public on Thursday, May 26th,

I have followed your thought through those inspiring
talks with profound emotion, and I have meditated again
and again on the lessons of inestimable value which they
offered to all of us who believe in democracy and are
confident of the final victory of the ideals of Jefferson,
Lincoln and Roosevelt,

I believe as you do, Mr. President, that the house
of peace must be constructed by the effort of men, stone
by stone; that peace, if it is to be effective and lasting,
can only be reached through respect for law and not through
the ephemeral victories of force; that the moment to
oppose aggression is the very moment it begins; that the
power of nuclear arms and the development of means of
transportation and communication tend to make our world one
with increasingly more limited perspectives, a single °‘
great family of nations,; in which no one can feel indifference
for the problems of others, and further that the maintaining
of peace is a collective obligation of all nations,

It has fallen to the people of the United States of
America, in recent decades, to give life to those
principles, fulfilling the noble and generous role of
the champion of liberty and independence in the struggles
provoked against weak nations by the powerful enemies
of democracy. Upon accepting this historic responsibility
with courage and decision, the North American people and
their leaders have showed themselves worthy a thousand
times over of the admiration and the gratitude of men
and nations who know how to appreciate the imperishable
value of liberty and the respect of human dignity.



All these nations, all these men, not just the
United States of America, are all of us in debt to the
heroic members of the Armed Forces of your country who
risked their lives, and have fought and died, in the
mountains of Greece and Korea, on the beaches of Kinman
and of Vietnam or in the skies of PBerlin. Edner and
Anderson, Williams and Goodwin, Mendendorp, Davis and
Lynn, as well as the others whose symbol they are, have
fallen in the struggle Ior an ideal common to all free
nations; they are heroes in the eternal struggle of man
for the survival of good on earth., Their names belong
to humanity, without losing their right to be considered
as dearly beloved sons of the United States of America.

I have asked the Ambassador of my country, who is
accredited to you, Mr., President, when he makes his
official visit to present his credentials, to give to
you this personal letter of mine as a mark of my respect
and admiration for the valiant soldiers of the American
Army who are today exposing their lives in the Jjungle
and on the beaches of Vietnam, just as they did yesterday
in the mountains of Greece and Korea in order that the
flame of freedom and democracy in this divided world
may not go out. ’

In transmitting this message, I am pleased to
express my greatest consideration and appreciation.

Je Jo Trejos Fernénde§
President of Costa Rica
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LEE KUAN YEW'S SPEECH
(Addendum)

Singapore Prime Minister Lee Kuan Yew recently outlined
the city-state's p(;sition in Asian affairs at the University of Singapore
Democratic (?) Socialist Club in an address entitled: ''Big and Small
Fishes in Asian Waters."

A question and answer period following the speech wound up

with this question from a student: ''Sir, you said that eventually only
the big Asian fish will swim in Asian seas. I would like to know, are
you pre-supposing that America is going to withdraw from Vietnam;
and if so, in what manner and how soon?" Following are excerpts

of Prime Minister's answer: 'I am sorry if I gave the impression
that that would be the likely course of events. Because that is surely
the course of events which would be highly uncomfortable for all the
medium and small fishes in Asian waters ...

"What should emerge would be a new power structure in which
the legitimate interests of the big powers are conceded, and the
legitimate interests of the middle and small powers are respected --
respected because it is in the interests of the big powers in Asia and
because it is more so in the interests of the bigger powers in the

world. For that reason I do not believe that there would be any

A



premature or precipitate withdrawal from Vietnam. But at the same
time I think it would be unrealistic for us to believe that the Americans
can keep on pouring in troops and men and resources indefinitely ...
So, ultimately what you want is a formula which will give the Vietnamese
their right of self-determination. The South Vietnamese should decide
for themselves., And if they decide -- after a period of grace which
should be given so as to make qpite sure that there was an exercise

of free will -- that they want to join North Vietnam, well so be it. But
it is only worthwhile if there is a credible formula and a credible under-

taking that the same process will not' be repeated on the periphery after

Sguth Yietnamv.”

"If you look at the map of the world, you will find that there is
one reason why these chaps all belong to one camp. It is because they
all shg.re a common land frontier -- Russia, Eastern Europe; Rﬁssia,
Chi'na.; China,.North Korea; China, North Vietnam; North Vietnam,
South Vietnam. If South Vietnam disappears, can you imagine the
problems of Prince Souvanna Phouma? He already has enough problems.

"And what about so many of our other friends in Southeast Asia?
And the point which I made, I hope not without some effect, was -- 'Do
you believe that the Indians are stooges and lackeys of the Americans?
Do youb believe that Pakistan is a lackey of the Americans?' | They are

friends of China. There are the Burmese -- they are the best



e s

neutralists in Asia, How is it that none of them have really said that
'this is a crime against humanity committed by the Americans?' Of
course! Hundreds of Vietnamese are dying every day -- for what?

For Vietnam? No! To decide that Vietnam shall not be repeated. That
is why they haven't raised their voice in protest with the same indigna-
tion and rage.

'""But whilst we buy time, if we just sit down and believe people

are going to buy time forever after for us, then we deserve to perish,"

| (speech dated June 15, 1966)



MIKE MANSFIELD

MONTANA

United States Senate

(Bffice of the Mujority Weader
Washington, B.0.

June 25, 1966

Tbe President
The White House
Washington, D. C.

Dear Mr. Presidentf

A reply to my memorandum of June 13, was not expected.
Nevertheless, I am very grateful to you for your letter of January
22. It was a great help to my understanding of present policy.

It was not my intention to "nit-pick" the pros and cons
of the various alternatives. I simply sought to confine my memorandum
to an exploration of the specific question on which you had requested
comment. Your letter of response is in a much broader context and
goes into general aspects of the Vietnamese situation. I feel it is
incumbent on me, therefore, to write to you again. I hope you will
not think me presumptuous, then, for imposing upon your time with
these additional comments.

Your letter suggests that present policy puts us into
Viet Nam not only to help the Vietnamese people but also for a larger
purpose. We are there, if I read correctly, "to prevent the success
of aggression", as in "World War II" and in "Korea", so that freedom
can be safe and can prosper in the world. That is a fine purpose.
However, I do not think that it adds to the lustre of this ideal to
draw an analogy between Viet Nam and Korea, and, much less, between
Viet Nam and World War II.

Take World War IT and compare it with Viet Nam today. Where
is the Hitler or the Mussolini or the Tojo of this conflict? Is it
Breshnev or Kosygin? Or Mao Tse-tung? or Ho Chi Minh? Neither the
Russians or the Chinese are directly involved in a military sense.

That leaves only Ho Chi Minh as the great enemy of freedom in this
conflict. Ho Chi Minh may be a figure of evil to us, but he is

hardly a Hitler, Mussolini and ToJjo rolled into one to his own country-
men - north and south and, in truth, to most of the rest of the world.
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Where in this Vietnamese war, moreover, are the Nazi
storm troopers, the Fascist leglons goose-stepping over the pros-
trate body of Europe? Where are the Japanese invaders sprawling
relentlessly into China and a dozen Pacific lands?

Finally, where are the authentic voices of world freedom
urging us to war in Viet Nam as in World War II? Where are the
ravished people pleading with us to liberate them? Where are the
willing guerillas in a dozen lands, risking much and asking nothing
except to fight with us for the liberation of their homes?

, There may be an analogy between World War II and Viet
Nam, but, in all frankness, it is not surprising that there are
difficulties not only at home but abroad in equating L40,000-plus
North Vietnamese soldiers, operating with small arms in the Jjungles
of the southern half of Viet Nam with the massive and hated enemy
war machines of World War II. ’

If Viet Nam and World War II are not analagous, neither
are Viet Nam and Korea, although there may be some points of greater
similarity. But there are also some vital missing links. Where in
the Vietnamese situation, for example, are the equivalents of the
UN General Assembly resolutions on Korea? Where are the resolutions
condemning North Viet Nam as an aggressor and calling on all member
states to lend every assistance in repelling it? Where is the UN
command for Korea? In all honesty, can we get comparable resolutions

on Viet Nam, today, from the UN General Assembly? Dare we even try
to get them?

The obJjective of preventing the success of aggression,

as I noted earlier, is an admirable one. But we ought not stretch
the analogy between Viet Nam and these past conflicts. In Viet Nam,
for all practical purposes, we have chosen unilaterally to define
the aggression and the aggressor. We have chosen, unilaterally, to
accept and to bear the great preponderance of the cost of "prevent-
ing the success of the aggression". And, in present circumstances,
the most we can expect is a kind of skeptical world tolerance or
indifference to what we are about. In truth, I suspect that we are
getting a great deal of world hostility or, at best, semi-hostility.

With reference to the next major observation in your letter,
"I do not agree that "we can get out of Viet Nam", that "we can get
out tomorrow or next week or next month". I wish that we could; I
think all of us wish we could. But I d0 not see the remotest possi-
bility that we can get out in a responsible fashion at anytime in
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the near future. On the contrary, I see as the much greater likli-
hood of a deepening and prolonging of our involvement and enmeshment
in Viet Nam.

Since that is the case, I do not know that there is much
point in speculating on possible adverse reactions elsewhere to
an overnight pullout of U. S. forces. However, since you ask the
questions, I would say that in other parts of Southeast Asia, in
"India", "Japan", "Berlin", "Israel" and throughout the world, the
reaction would be mixed. Those who depend heavily on the largesse
of our aid would probably be appalled. Those who do not would pro-
bably applaud. Some would be frightened; others would be relieved.
Many would doubt our sanity for getting out lock, stock, and barrel,
even as now many doubt our sanity for getting in up to our ears.

There would be, in my judgment, no single, simple, worldwide
response. In general, I should think each nation would react on
how it conceived of its national interests. And, may I say, that
our actions in this situation ought not to be designed on the basis
of how the Indians the Saudi Arabians, the Israelis, Lebanese, or
Bulgarians may react, but, rather, on the same basis of how we con-
ceive of our national interest. It may not be without some rele-
vance to note that the Russians have gotten out of a substantial in-
‘volvement in Laos, with few, if any, adverse repercussions and, of
course, they did the same under much more difficult circumstances
in connection with the missiles in Cuba.

The rest of your letter, as you will recall, deals pri-
marily with Alternatives II (consolidate and hold selected areas)
and IIT (continue as we are, or to put it another way, as I did, a
course of steady,expanding U. S. involvement). The choice between
these two, as I noted in my earlier memo, is the real question at
issue at this time. I would gather from your letter that you do not
hold much with Alternative II. In this connection, I am impressed
with your analogy of Pusan in the Korean conflict in 1950. You state
that had we negotiated then, '"they might have let us move out with-
out shooting at us. But Korea would have been a Communist state".

That is undoubtedly accurate. But there is also another
side of the Korean situation. When the UN went beyond the 38th
parallel or beyond what was held, substantially, at the beginning
of the UN involvement, we ran into the Chinese armies. We were then
confronted with a decision as to whether or not to carry the war
into China in search of wvictory and, in that connection, a decision
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as to whether or not to use nuclear weapons - at a time when their
use would have been far less dangerous than today to us and to the
world.

Rather than go to war in China or use nuclear weapons,
we settled in the end for what was held substantially at the begin-
ning - and only after a cost of billions and tens of thousands of

U. S. casualties and a terrible ordeal for the Korean people, north
and south.

If we are honest in this matter, we will recognize that
what has "substantially" been held in Viet Nam, especially since
the tragic assassination of Ngo Dinh Diem, has not really been much
more than Saigon and the principal cities. Our present policies,
however, are designed to enlarge what was "substantially" held at
the outset. If we mean to bring under the control of the Saigon
government all of South Viet Nam, much of which it has never really
held before, I do not believe that Alternative III can be a fixed
and controllable commitment. - It must involve paying an ever-increas-
ing price in lives and resources, American as well as Viet Cong.

In my judgment, if we now proceed to mine the Haiphong
harbor and begin a series of aerial strikes against the few signi-
ficant industrial (i.e., oil) installations of North Viet Nam, we
will have taken another step in this process. It will probably lead
to an increase in the downflow of Nguyen Vo Giap's armies ~ per=-
haps not in large organized groups, as our military may assume, but
in small infiltrating units. It will also increase, moreover,
the pressure on the Chinese to step up their involvement in support
of the defense of North Viet Nam.

Alternative IIT, in short, is a kind of grim game of
"Uncle" which can go on for a very long time at ever increasing
cost to all concerned. In that respect, I do not see that our in-
volvement in Viet Nam can be described as anything other than an open=-
ended commitment. If I understand your letter correctly, we are com-
mitted to go on as long as necessary and to go as deep as necessary
in order to produce the cry of "Uncle" from the Viet Cong and Hanoi
and, I suppose, China and anyone else from whom we deem it is neces-
sary.

In that sense, we do not control either the length of the
war or the extent of our involvement. While it is true that the
open~-ended commitment "can be changed as the situation alters", it
seems to me that any change grows increasingly difficult, the more
that lives, resources, and military prestige are committed.




The President -5- June 25, 1966

I hope that the reports of improvements in the situation
over the past 18 months which you have been receiving are sustained
over the next few months. You will understand, however, in view of
my exposure to similar reports for more than a decade, if I enter=
tain some reservations. While I devoutly hope that these reports’
are accurate and that they foreshadow an early end to the war, I
still think that the better part of wisdom suggests that we prepare
for a very long and bitter and bloody struggle. That is why I
Join George Aiken in his suggestion to you that we begin to face up
to this reality and to its consequences at home, particularly in
terms of increased taxation, the economy in general, and the inequi-
ties of sacrifice which now prevail in connection with military ser-
vice.

I know how much the restoration of peace in Viet Nam means
to you and I know how much the support of the nation means to you
in the pursuit of it. You have written me frankly on how you expect
peace to be achieved. I have given you my reactions with equal
frankness. May I add I think that free and constructive discussion,
public and private, remains the key to unity in this nation. Without
it, there can only be an illusion of unity which fools no one abroad -
friend or foe - ‘and which only serves to delude ourselves and with
disastrous consequences.

You are assured, as always, of every assistance and what-
ever support I can give you in the great responsibilities which
bear in upon you and the burdens of decision which you carry for all
of us. : .

Sincerely,

P. S. You may find the enclosed clipping of interest. It concerns
you for the most part.
M.M.
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‘Mansfield

sees fewer
Viet options

By Godfrey Sperling Jr.

Staff correspondent of
The Christian Science Monitor

Washington

The Democratic Ma;omty Leader, Mike
Mansfield, now sees the ‘‘alternative as be-
ing less and the options fewer’’ in'Vietnam.

The possibilities of the intensification of
the war are “greater » he reluctantly con-
cludes.

This could mark a turning point in con-
gressmnal dissent on" Vietnam—since the
voice of the Majority Leader is an influential
one in the Senate.

In the past-the Montana Senator has been
a leader among those advocating that Presi-
dent Johnson intensify his efforts toward
peace negotiations.

Opposition wanes

Now, with a new escalation apparently
ahead, the Senator says he feels the Presi-
dent has been, and is doing, all he possibly:
can to reach a peacefyl solution.

“The President,” Mr. Mansfield says, ‘‘is
a man who has shown the greatest possible
forbearance.”

“If there are further moves toward esca-

‘lation” Senator Mansfield said in an inter-

view in his Capitol office, ‘it will mean that
the President feels his options are being re-
duced and any possxble openings are closing

"“in on him.”

® The important element here is that the
President now moves ahead with less cons
gressional opposition from those who have

" counseled restraint. .

Senator Mansfield sees his brand of criti-
cism as “‘responsible.” Of those critics who
counseled restraint, he says, ‘‘the President
has listened to these members of Congress
with respect. And he has adopted many of
their views—in proposals such as the Johns
Hopkins speech and counscl regarding the
need to seek negotiations.

“He was willing to mcet with—and is will-

2nd OL Post Pd at Boston, -
Mass,, and add’l ofices

* Please turn to Page 13
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