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DEPARTMENT OF AGRICULTURE
OFFICE OF THE UNDER SECRETARY

WASHINGTON, D.C. 20250

October 1k, 1966
MEMORANDUM

To : The President
» “The White House

From : John A. Schnittker
Acting Secretary

Subject: Amending the Current India and Pakistan Agreements

This supplements yesterday's memorandum regarding a 2-month agreement with
India and Pakistan.

India is a major taker of White wheat from the U.S. and is the only large
program country whose requirements are large enough to affect our markets
in the Pacific Northwest. These markets are presently depressed -- some
11¢ per bushel below prevalllng world prices. It became essential to pro-
gram some White wheat immediately (a) to get the price up and thus earn

as much as we can from exports (some of our White wheat exports are also
for cash), and (b) to avoid undercutting Australia's price at a time when
the cereals negotiations are in & crucial stage.

World wheat prices have advanced the past three months largely because of
price leadership assumed by the United States for balance of payment reasons.
As a result, the Title I amendment signed with India on May 2T to provide
2,750,000 tons .of wheat and 750,000 tons of grain sorghum’ 1ncluded enough
funds to ship only 2.5 million tons of wheat.

Since it was planned in May to provide the full 2,750,000 tons of wheat

we have undertaken to further amend the current Title I agreement with
India to add sufficient funds to fill out the original gquantity -~ bringing
the total to 2 750 000. tons.

The same situation arises with respect to the Pakistan amendment dated.
May 26, 1966, Here the residual gquantity not shipped because of insufficient
funds is only 20,000. tons.

A part of the added quantity for India was authorized off the West Céast




THE WHITE HOUSE -
WASHINGTON
Saturday, October 15, 1966

MEMORANDUM FOR THE PRESIDENT

Attached, for your approval, is a recommendation
by Secretary Rusk that we proceed with our planned
seismic experiment off the Kuriles after you leave
the Pacific area. '

The experiment will give us important data for
distinguishing between seismic and nuclear explosions
under a comprehensive test ban, In the course of
the experiment we would set off a few small, con-
ventional explosive charges.

The Soviets--always sensitive to activity close to
their borders--have complained about possible
damage to their scientific instruments, to fish and
wildlife, and have questioned (but not claimed)
possible infringement on their jurisdiction over the
continental shelf. Some unfavorable Soviet press
attention is likely.

Our lawyers say the experiment is clearly on the
high seas. Instruments are not endangered.
Maximum safeguards will be taken to protect fish
and wildlife, We have invited Soviet and Japanese
observers to participate. The experiment is long
planned, and it seems unwise to back away now in
the face of routine Soviet complaints.

I recommend you approve the Secretary's

recommendation,
W{L@(Ro stow
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DEPARTMENT OF STATE
WASHINGTON

October 15, 1966

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Kurile Seismic Experiment

RECOMMENDATION:

I recommend you authorize us to proceed with a
seismic experiment off the Kuriles on the following basis.

Approve . Disapprove

DISCUSSION:

We invited the Soviets and Japan to send observers
to a Department of Defense experiment this fall off the
Kurile Islands, which, by adding data on the many earth-
quakes in that area, would help us distinguish them from
nuclear explosions there, The experiment involves small
(up to 5 tons) chemical underwater explosions in the high
seas, Japan accepted.

The Soviets, in a moderate reply, said that the oper-
ation would infringe on USSR interests by jeopardizing
their own scientific equipment in the area, by interfering
with their fishing fleet and endangering fish resources,
by causing damage to fur seals- and sea otters, and by pos-~
sibly violating territorial waters and the 1958 Convention
on the Continental Shelf, and concluding that they there-~
fore have a negative attitude to the plan and hold us
responsible for any damage. Our scientists assure us
there is no danger of any material damage to marine
resources, We propose to reply to the Soviets, rebutting
these points, and stressing the safety considerations that
will govern the operation, We have developed what should
be an effective control procedure for the operation in
coordination with Defense. )

3765
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The scientific ships are now in Japan. They will
sail about October 18 to lay the detection instruments,
In light of your trip, we have slipped the schedule so
that there will be no explosions until you have returned
to the US, :

The Moscow and US press have printed the story of
the experiment, It would be hard to back down in public.
If we tried to postpone till next year, Japan might become
fearful and press us to drop the experiment.

Moreover, I believe that going ahead will not preju-
dice progress on broader issues with the Soviets, such as
proliferation and outer space,

Defense concurs, as does ACDA, subject to White House

approval,

®ean Rusk

S



Saturday, October 15, 1966 -~ 12:05 p. m.

Mr. President:

Herewith a letter from Jean Monnet to you in support of
your European speech, plus a cable from George McGhee summarizing
an interesting conversation with Monnet,

Monnet wants to see you when he comes in November to the
U. S'

1 believe you should see him. I have drafted the attached
letter from me to him, which is sympathetic without fully committing
you to an appointment.

He has been a good friend of mine for a full 20 years.

re wre =ew—e=W

Sign. letter

Hold out no hope “ appointme

See me

WWRostow:rln
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October 11, 1966

< .
.

At the present time I think it is very important
that you told international opinion that in spite of all
present difficulties peace still depends also on;the
European situation and its developments..” 12

I did not want to let time.pass w:.thout Lelllng
you that this declaration coming from? you ‘made Here
in Europe a profound impression,

I intend to b® in the United States oy mld

November and I do hope to have the opportunity to meet
you again,

With best wishes and good luck,

I asked my friend André Meyer to give you my
best thoughts and wishes,

e A0

Jean Monnet

The Pr:esident ) : 4
The White House
Washington D, C,

U,S.A,




October 15, 1966

My dear Jean:
The resident greatly appreciated your views.
I look forward to seeing you in Washington,

The Pres{ *nt also hopes to see you then, if
his schedule permits.

In the me vhile, it is critical to us all that
the tr__.rtite talks succeed. What is involve *
is no less than a viable basis for the Alliance,
based on multilateral and truly equitable
principles.

Yours,

VY o V7V ¢ AWVUDLUW

M. Jean Monnet
83, Avenue Foch
Paris XVI®, France

sb
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Saturday, October 15, 1966
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Text of Cable from Ambassa'dor McGhee (Bonn 4528)

SUBJECT: Conversation with Jean Monnet

Jean Monnet, head of the Action Commuittee, and his assistant,

Max Kohnstamm, both well known to the Department, had breakfast

with me this morning. Monnet has been in Bonn for two days meeting

with Government officials and politicians at all levels up to Chancellor

Erhard. He is disturbed by what he characterized as a '""General Confusion and
Uncertainty.'" No one knows where to turn or what to do. The particular
points he made are as follows:

1. Erhard they found battered and hesitant, although they think
they left him somewhat more spirited. They fully understand

his current political weakness. Apparently Birrenbach has told
them that the Ruhr industrialists have decided to throw thier
support elsewhere, Nevertheless, on balance, they feel that
there is a good chance that Erhard will survive, perhaps even
until 1968, in the absence of a strong possible successor. The
most likely successor, they feel, would be Barzel, although they
think the Ruhr industrialists would prefer Strauss. They rule out
Gerstenmaier. Although they do not know what went on between
the President and the Chancellor during the recent meeting in
Washington, they seem to feel that the personal relationship has
deteriorated, perhaps in the face of the hard bargaining on the
offset. They suggest the desirability of a letter from the
President to the Chancellor reaffirming their close personal ties,

2. Monnet is particularly concerned by what he interprets to

be a deterioration in the W.S. position in Germany brought

about by the hard line the U.S. has taken on the offset--

"The association of cash with troops''... this, together with the
uncertainty as to the future of U.S. troop levels in Germany,
has had a destabilizing effect. The U.S. image has become one
of ""domination'' ---i, e., we have shown a tendency to make
unilateral decisions with respect to troop dispositions. He made
particular reference to the 15, 000 man ""drawdown'' of last spring.
It is important that any future U.S. decisions on troop levels be
made only in consultation with Germany and our other NATO allies.



3. With the weakening of the US-German relationship, which has
been one of the principal stabilizing factors in Germany, there

is danger, according to Monnet, that the Germans will come loose
from their moorings. It is not that they will necessarily change
their policy drastically and veer toward DeGaulle or Nationalism
or some accommodation with the Soviet Union.. What is most
likely is a period of continued confusion and indecision,

4. Monnet does not attach much significance to the current short
term trend toward France and DeGaulle which has characterized
recent statements by Strauss and even Barzel. They will find

that DeGaulle has nothing to offer--that this is a dead end. Indeed,
Monnet does not think anything can be done with France under

the present circumstances. We should ourselves be correct with
France, as President Johnson has been, but there is no
justification for our making any attempt to reach an understanding
with France as a basis for common actions.

5. The Germans, in Monnet's view, also have no place to go in
their relations with the East. It is obvious that the Soviets are
not yet ready to make a serious play for the Germans. Monnet
agrees with what I had mentioned as a possible Soviet ploy, i.e.,
that they are waiting until Germany has reached the point of
maximum disillusionment witf their Western allies. This point,
according to Monnet, has not yet arrived. Neither does Monnet
see in openings to the Eastern European states a possible outlet
for German pent up energies and frustrations. The establishment
of diplomatic relations with Romania would not lead to much.
Romania is very unreliable and is only attempting to use Germany
in her own efforts to achieve a greater degree of independence
from the Soviet Union. Germany has already outdone the other
Western nations in trade with the East. There is little left to be
gained.

6. The main hope Monnet has for bettering the present situation
in Germany is to restore a basis for confidence in the U. S.,
which has existed in the past but which he thinks is now in eclipse.
A possibility is afforded through the Trilateral Committee. '
America and Germany must reach some agreement on the offset
with which they can both live and which will restore the previous
image that America had in Germany.

B i A



7. The only other new ''vista'' which might be opened up for the
Germans, would be movement in the development of the '""European'
concept through the admission of the UK to the Common Market.
UK Chancellor of the Exchequer Callaghan told Monnet, he advised me
in strictest confidence, that Wilson is motivated mainly by what
President Johnson tells him. If McCloy, in talking with Callaghan
in Bonn, would make it clear that U.S. support for sterling is
conditioned upon a forthright attitude towards British entry into

the Common Market, the British would move. If the British move
decisively and everyone else is in favor of their entry, DeGaulle
would find it very difficult to oppose. Pressures would be aroused
in France which would make it virtually impossible for him to do
this.

8. There are two things, Monnet said in summarizing, that the
Germans cannot countenance--to be isolated or to be discriminated
against. Monnet saw, through a forward movement in the Common
Market by the addition of the UK and the reinvigoration of the
German-US relationship--a means of keeping Germany on the

right side.

McGhee




CONFIDENTIAL October 11, 1966

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Indian PL 480 Agreement

You asked me to keep an eye on US wheat prices and other aspects
of the Indian situation. Here's how the main elements stand now:

1. US ' :at "lces have continued to fall off (see Tab A).
The break which began 16 September has brought prices in the Kansas
City market (No. 1 hard and dark hard winter) from their high of $2.02 -
per bushel on 15 September to the $1.75 -$1. 80 range last week. This
compares with the $1. 65 - $1. 70 level of last April - May before this
summer's sharp rise began. We aftribute the drop to reports that:

--The Soviets will harvest a near-record crop and will buy
less in Free World markets; this reverses predictions of
a poor crop after the big Soviet -Canadian deal in June;

--Canada, Australia and Argentina expect good crops;

~--The US crop will come in 1. 8 million tons higher than
we estimated back in June when speculators read acreage
increases as signs of tight supply;

--We really have reduced our worldwide PL 480 by 25%.

--Finally, the prospect of a sharp rise in the US wheat crop
next year from increased acreage must be atarting to
influence traders and those farmers who have held wheat,
hoping for still higher prices.

I wouldn!t be so foolhardy as to say that this summer!s
gyrations in the wheat market haven't affected the price of bread. However,
I have been interested to look back over the relation between wheat and
bread prices. The longer trend since 1945 (see Tab B) makes it clear that
other factors have become increasingly influential, But even the month-by-
month trend line over the past year (see Tab C) shows the relationship is indirect
at best, Bread prices climbed steadily between last November (20.8¢) and
April (21. 8¢) and then held steady into July; whereas the price of wheat in
each loaf held virtually steady (2.7¢ - 2, 8¢) throughout that whole period
until the June rise. It looks as if the bakers used the summer wheat price
increase (0. 4¢ in each loaf) to jump bread prices a full cent.

CONFIDENTIAL




COMFIDENILIAL. -2 -

2. Delaving the new Indian agreement further will cause a
dip in November wneat supments. Agriculture on 28 September issued
purchase authorizations for the last 165, 000 tons of wheat under the
27 May agreement (which stemmed from your message to Congress).
The Indian Supply Mission here hopes to have almost all of this last
purchase shipped by the end of October, though a small amount may
slip into Nove “er. All the rest of the 2,5 million tons has been shipped
or is on its way to port. Unleas we authorize new shipments for the
balance of the year, estimates of shipments from US poxts look like this
{in thousands of tons):

Wheat Milo Total
September (9.3 200,0 856. 3
October 350.0 200.0 550, 0
November 0 253,17 253,17
Deacember 0 0 0

The agreement we're considering now would cover shipments
beginning in November for Decembear - February arrival., It takes about
5 weeks between Washington decision and ship departure-~for negotiation,
procurement, movement of grain to port and loading--+and then another
4-5 weeks on the high seas, If we don't go ahead with the new agreement,
it will soon become obvious to Indian grain dealers and politicians that
there will be a dip in November departures.

No one argues that Indians would starve. But government
grain stocks have been drawn down from 1 million tons on 1 June to
738,000 on 1 September. This is only a little more than one month's
average off-take (600,000 tons). This indicator operates in the Indian
market much like our carryover here. When it drops, speculation
increases, and prices rise. The Indian market, as a result of the recent
devaluation, is particularly sensitive to price increases stemming from
fear of future shortages. The government, with short stocks, has no
large quantities to dump to force prices down.

3. Although the Indians have not moved as quickly as we
hoped they would, their agricultural performance has been far better
in the past eight months than in any previous year, AID and Agriculture
have just finished an analysis of Indian achievement which shows that:




CONPIBENTHE -3

~-~Government development programs have given
agriculture top priority as promised, and expenditures
are already up. The Fourth Plan, just published,
nearly doubles planned agricultural expenditures
from $2. 3 billion under the Third Plan to $4. 5 billion,

--The government failed to increase fertilizer application
substantially for the November - December ¢rop, but
this is a matter of delay, not of abandoning targets.
Secretary Freeman is disturbed because he had counted
on a larger fall crop to reduce pressure on our FY 1967
stocks, Nevertheless, the Indians are sticking to their
overall goals, and the delayed fertilizer will be available
for the winter/spring wheat crop. Procurement for
next year's rice crop is on schedule.

--The government haas put out new regulations~-breaking
with traditional Congress Party policies~-to attract
private foreign investment in fertilizer and sent a team
to the US last summer to line up new investors., These
regulations are not yet fully implemented, but progress
has been substantial. Investors seem likely, however,
to wait until they can size up the post-election government
next March before moving.

--The government has taken the firat steps in increasing
use of improved seed, developing new water resources
and expanding farmers' credit,

While we will have to keep the Indians toeing the line, I doubt
that delaying this agreement furthexr will force any significant additional
policy changes in these last five months before the Indian election, In
fact, there is a danger that further uncertainty about future supplies
may trigger reflexes imposaing renewed controls and impede planning
leading toward breaking down food distribution controls after the
election,

I recommend that, before you leave on the Asian trip, you
approve this Indian agreement (1.2 million tons of wheat and 800, 000
tons of coarse grains). Delaying until you get back, I fear, would
cause an adverse reaction in India without getting us any cloger to our
goal of better performance, '

CONEIDENTIAL,
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If you approve, 1 would caution Secretary Freeman to apread
out the purchase authorizations to minimize upward pressure on our own
prices. I would also instruct Bill Gaud to make sure, in negotiating this
agreement, that the Indians understand we expect them to resume their
reform moves when elections are over,

W. W. Rostow

Go ahead

See me
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October 15, 1966

MEMORANDUM FOR THE PRES™ENT

SUBJECT: Military Assistance for Thailand

Secretaries Rusk and McNamara have been unable to reach
agreement on the level of our MAP assistance to Thailand for
FY 1967. In*' : accompanying ji "t —“em«  ° T oypr vt
their positions and ask for your decision. Both consider it important
that the Thai be advised of the decision during your forthcoming trip.
1 agree,

THE ISSUE

The MAP level for FY 1967 is currently programmed at $35
million., The Embassy, Secretary Rusk and Joint Chiefs urge a
minimum level of $60 million. Secretary McNamara sees possible
military justification for no more than $44 million. The disagreement
reflects differing assessments of the proper military structure for
Thailand, of their performance in using equipment provided, and of
political factors.

STATE'S POSITION

We face a crisis of confidence in our relations with the Thai
Government. The Thais have aligned their policies with ours in
containing Communist aggression and have been highly cooperative
in permitting our use of their bases and facilities. They want to
strengthen their own defenses by bringing their conventional forces
up to authorized strength. This would mean a FY 1967 program
$16 million larger than in FY 1966, and $25 million more than
currently programmed.

SECRET
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SEERET

Congressional criticism of our commitment and presence in
Thailand have soured our relations to the point where Thai leaders
are beginning to question our resolve. OQur failure to help strengthen
their defenses by approving a MAP level of $60 million would further
erode the stal ity of our alliance. They would likely press for a
bilateral defense treaty and impede our Vietnamese operations from
Thailand by establishing greater controls over each air mission as
well as any future utilization of their facilities that we contemplate.

While MAP assistance should stress combatting insurgency,
the Thai do not accept the view that their military forces should be
limited to a constabulary while they rely on outside powers to provide
conventional defense capabilities as needed.

DEFENSE POSITION

The proper MAP level from a military standpoint is the
currently programmed $35 million. There could be some justification
for a level of $44 million. Thai forces should be directed primarily
to counterinsurgency missions and internal security, with provision
for only limited conventional capabilities. We should provide support
only as the Thais demonstrate they can meet minimum maintenance
and usage standards. The $35 million level is adequate for these
purposes. There are, as well, serious inadequacies in past Thai
performance.

Substantial Congressional cuts in the Military Assistance
Program would make it difficult to increase the Thai program above
$35 million. If the Thal program is held to thie level, the Congressional
cuts will still force reductions of nearly $85 million in programs of
other countries already at auatere levels.

Additional funds for Thailand would constitute a political pay-off
taken from MAP funds badly needed elsewhere.

FUNDING OPTIONS

If the level is raised to $60 million, these would be the funding
options:

SECRET _
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New Legislation

-- A supplemental appropriations request to include economic
and military aid to Viet-Nam and other Asian countries,

-- Request Congressional authority to transfer the Laos MAP
of $109 million for FY 1967 to military services budgets,
freeing that amount for MAP elsewhere.

Current Authority

-~ The law permits transfer of some funds from economic to
- military assistance in the Supporting Assistance and
Contingency Funds. Given Congressional cuts and economic
aid requirements, transfers would have to be compensated
by supplemental appropriations for economic aid.

~=- Up to $300 million of U.S. military stocks can be used and
repaid from future MAP appropriations.

-~ Transfers from other MAP programs (e.g. India/Pakistan
pipeline, Greece, Turkey, Republic of China, Korea or
Latin America).

Credit Sales

-~ Instead of MAP grants, we could enter into credit sales on
maximum concessionary terms of 14 years repayment without

interest.
The positions of both Secretaries have merit.
In my judgement, critical political factors and important

questions of our use of Thai facilities, argue persuasively for agreeing
to a $60 million level for FY 1967.

SECRET
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The Thai have repeatedly noted that you, in your 1961 visit,
were the only senior A~ rican visitor who ever took time to explore
Thai problems deeply and to follow through by securing an increase
in military assistance. The suggested action would underline your
continuing concern with Thai security.

I am impressed also by the following:

(1) Indications of improving Thai maintenance and usage
capabilities;

(2) the fact that the Thai want to increase their conventional
force to prevent any future heavy dependence on us or others;

(3) the clear determination by the Thai to achieve the desired
military capacity, even if it means cutting back on their "nation building"
program which has shown so much promise. Ambassador Martin feels
certain that if we push them down that track, history will regard it as a
monumental error. I think he is right/

(4) failure to help them meet the gap between their plans and

their capacities will almost certainly mean an end to the virtually free
hand we have had to date in use of Thai facilities.

The position of Secretaries Rusk and McNamara are elaborated
in the attached joint memorandum and a separate memorandum from
Secretary Rusk with supporting documents.

W. W. Rostow
Approve $60 million

Approve $44 million

Approve $35 million

See Me
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THE SECRETARY OF STATE
" WASHINGTON

October 13, 1966

—SECRET-EXDES—

'MEMORANDUM FOR THE PRESIDENT

SUBJECT: FY 1967 MAP Level for Thailand

The Department of State and Defense have been unable
to agree on this matter, and have thus been forced to seek

your decision.

Recommendations

A. Secretary Rusk recommends that you authorize inform-

ing the Thai Government at once that we will furnish from

FY 1967 funds
$60 million.
except in the

designated MAP items totaling approximately
The precise dollar amount would not be used,
general sense of informing the Thai that the

program was significantly greater than last year's total
(which they know to have been $44 million). Ambassador
Martin would be instructed in the strongest terms that we

expect him to

use this commitment to persuade the Thai to

undertake substantial further improvement in their counter-
insurgency performance.

B. Secretary McNamara believes that the proper MAP

level from a military standpoint is the currently programmed
$35 million, (although he is prepared to recognize some
military justification for a program totaling approximately
$44 million) and that because the Congress cut the Military
Assistance Program so substantially, we simply don't have the
funds to finance higher levels ~-- if the Thai program is held
to $35 million, the Congressional cuts will still force reduc-
tions of approximately $85 million in the programs of other
countries which were already at austere levels. It is
Secretary McNamara's view that any additional funds for
Thailand would be pure political pay-off taken from military
assistance funds badly needed for military purposes elsewhere.
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Approve $60 million

Approve $35 million

Approve $44 million

Discussion

1. There is no disagreement on the significance of Thailand
to our Asian policy. Its role in relation to the war in
Laos and Vietnam, its longer term strategic importance, and
its active support of Asian regional cooperation are all
matters of the first importance. Our Asian policy requires
a continuing strong relationship with Thailand.

2. It is also agreed that the immediate although currently
limited threat to Thailand's continued ability to play its
important role in Southeast Asia is Communist subversion and
insurgency. ' '

3. Further, it is agreed that the Thai have been very forth-
coming in response to numerous U,S., requests made on them,
giving us invaluable support in both the military and poli-
tical fields. It is also agreed that the resulting U.S.
construction program in Thailand will provide the Thais a
new deep water port, a country-wide communications system,
new and improved roads, POL pipelines and new and improved
airfields, all costing more than $250 million over the last four
years. Although U.S. operations out of Thailand are as much
in Thai as in U,S, interest, it is an agreed fact that the
Thai role beside us in the war leads them to expect us to

be forthcoming in response to their needs and requests.

4. Disagreement emerges in connection with the role of our
Military Assistance Program in dealing with the Thais and

with the threat. The disagreement about the level of the
program reflects differing assessments of the proper military
structure for Thailand and of Thai performance in making

proper use of equipment provided. Finally, there are important
political factors which Secretary Rusk believes must be

given great weight in making the decision on the level.

5. Basic
~SEGREF=FEXDTS—




5. Basic Facts

a. The MAP program in Thailand was $51.9 million in
FY 1961, $81 million in FY 1962, and $73.5 million in FY 1963.
The figures were considerably lower for FY. 1964-66, $42
million, $38 million, and $44 million, respectively.

b. In August of 1965, Major General Richard Stilwell
was assigned as COMUSMACTHAI and instructed to review the
MAP program fully. In February, he recommended, with the
full support of Ambassador Martin, that the program be set
at a level of $70 million for FY 1967, and that similar
figures be envisaged for further years. Secretary McNamara
points out that this program, with which the Joint Chiefs of
Staff concurred, is based upon the premise that there should
be a major improvement in the capability of the Thai to deal
with a conventional threat from land, sea and air; this to
be accomplished by increasing the size and equipment of Thai
forces. GCecretary McNamara does not agree with this premise.
He believes the size and capabilities of the Thai forces
should be directed toward internal security, with only
limited emphasis placed on Thai ability to stand alone against
external aggression. Ambassddor Martin has for a long time
recommended a $70.7 million program for FY 1967, together
with a firm commitment that a program of this magnitude
would be maintained for three years.

6. Summary of Positions

It is Secretary Rusk's judgment that there is substantial
over-all military justification for a program at the $60
million level, and that overriding political factors dictate
a commitment of at least this magnitude. Although Secretary
Rusk would see much political advantage in committing our-
selves to a similar figure for three years, he believes that
the uncertain prospects of the MAP account make such a commit-
ment undesirable. He would thus limit the commitment to

items
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—SEEREF=EXDIS —

A

items totaling $60 million, covering FY 1967 funding only.
Secretary McNamara, as indicated above, believes $35 million
would, from a purely military standpoint, provide adequate
resources to meet likely threats and would provide the Thais
with as much as their record shows they can properly use.

He believes that Ambassador Martin, especially in view of

the recent drastic cut in MAP funds, can handle the political
problem.

7. Proper Military Structure for Thailand

a, Secretary McNamara believes that, from a purely
military standpoint, the Thai forces should be directed
primarily to counterinsurgency missions with provisions made
for only limited conventional capabilities. And, in connec-
tion with conventional capabilities, he believes we should
provide equipment only ds the Thais demonstrate that they
will meet minimum maintenance and usage standards. In his
judgment, the $35 million is adequate for these purposes.

b. Secretary Rusk, while concurring that the principal
current mission of the Thai forces is to combat insurgency,
believes that emphasis must be placed upon our SEATO commit-
ment to Thailand to assist in its defense against conventional
attack, with the related undertaking to assist in developing
~Thai conventional capabilities. Secretary Rusk stresses that
great weight must be given to the Rusk-Thanat communique of
1962, reaffirming our commitment in effect on a bilateral
basis, and to the letter from President Johnson to Prime
Minister Thanom of June 1964, in which we specifically
agreed to engage in joint planning with the Thai against
the possibility of a conventional threat. This essentially
bilateral relationship with Thailand is at the heart of our
whole position there today. Because of these commitments, and
solid evidence of Thai reliance upon them, Secretary Rusk
believes that our MAP program must provide Thai forces the
support for the level of conventional capability believed
necessary by the Thai and by Ambassador Martin. He believes
this requirement points to the $60 million figure.

8. Thai
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8. Thai Performance and Necessary Improvements

‘a. Secretary Rusk agrees that past performance of the
Thai military force has been defective in some respects.
He notes that the U,S. support effort has also had its
weaknesses, and that there has been substantial improvement
by the Thai over the past year. This improvement is attributed
by Ambassador Martin and General Stilwell in large part to
the fact that the U,S, gave the Thai a general MAP commitment
of $39 million for FY 1966 in August of 1965, and this
experience of improvement is a major reason for Ambassador
Martin's recommendation that a firm commitment be made
currently. This improvement is not confined to conventional
military forces but encompasses such things as basic
reorganization of the government efforts against insurgency,
and fundamental reforms in the collection, collation, and
exploitation of intelligence.

b. Secretary McNamara points out that the 1961-63
MAP programs were excessive and led to a serious deficiency
in maintenance by the Thai forces, which was highlighted by
a 1965 GAO report covering the 1963 period. He notes some
improvement in maintenance and utilization rates, but he
points to continuing seriously inadequate utilization rates
in current Thai performance.

9. Political Factors

While not able to take issue with the purely military
judgment of the Secretary of Defense, Secretary Rusk believes
that the following political factors make the $60 million level
imperative:

a, Above all, the great importance of nurturing and
preserving our valuable relationship with them.

b. The importance of erring on the side of ample
resources to enable and to encourage the Thai to deal
- effectively with the present level of insurgency.

c. Failure
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c. Failure to supply the additional items, largely
of a conventional nature, represented by the difference
between $35 million and $60 million, will result in substantial
dissatisfaction in the Thai Armed Forces, who represent the
controlling element in the Thai Government. Hence, failure
to provide the $60 milion level could result in significant
general damage .to our relations with the Thai.

d. More specifically, our current relations with the
Thai have been significantly soured by adverse comment in
the United States, particularly statements by Senator
Fulbright about the ''shaky' foundation of our military commit-
ment and presence there. As a result, the Thai have recently
insisted on the early negotiation of a status of forces agree-
ment and -- far more significant -- Foreign Minister Thanat
has formally requested a bilateral treaty with the United States.
We have told Thanat frankly that this is out of the question,
and for the time being Prime Minister Thanom is letting the
matter lie. However, if we were to come forward with a MAP
program that appeared to the Thai to short-change their forces, .
it is Secretary Rusk's judgment that we would have a major
possibility that the Thai would press seriously for a bilateral,
and also take action which would impede our Vietnamese opera-
tions from Thailand, for example by requiring specific prior
Thai concurrence in the target of every air mission carried
out from Thailand. Basically, Secretary Rusk believes that
failure to provide the necessary MAP items would give the Thai
the impression that we did not really expect Thai forces to -
participate fully in the event of a conventional threat, and would
redouble Thai insistence that the U.S. commitment be made
even more specific and precise than it is at present. Need-
less to say, .any deepening of our commitment-- by a treaty
or otherwise-- would set off a most harmful debate in the
United States.

e. While agreeing that the primary Thai emphasis
should be on combatting insurgency, Secretary Rusk believes
that a $60 million level would provide significantly
increased leverage for U.S. influence in a number of areas

still
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still requiring improvement, as compared to a $35 million
level, thus materially improving the prospects for a successful
all-out effort against the insurgency while it is still
manageable. Moreover, Secretary Rusk notes that, if the Thai
should feel that their conventional capabilities were being
neglected under our MAP program, there is the clear possibility
that they would use resources of their own to purchase military
equipment, perhaps outside the United States, and would thus
divert the heavy (60%) proportion of their budget that they
have been devoting, with our support, to economic and social
development measures which, in the long run, will more effec-
tively insure Thailand's security against subversion.

10. MAP Fund Program

Both Secretaries agree that there is a serious problem
in funding any MAP sum greater than the present planning
figure of $35 million. (This figure dates from last fall,
prior to General Stilwell's review.) The Conference has
approved a total MAP appropriation of $792 million. This is
a cut of $125 million from the Administration request of
$917 million. There have been a large number of changes in
both directions from the original planning figures. The
India/Pakistan program should be substantially reduced.
However, increases for Laos, Korea and NATO (the increases
now estimated at $58 million) have produced a net shortfall
on the order of $85 million before any addition for Thailand.
Thus, it is agreed that the allocation of an additional $25
million for Thailand, bringing the shortage to $110 million,
would require significant large reductions in the planned
programs, over and above the reductions that already appear
to be required.

11. 1In the light of these factors, Secretary McNamara would
include the funding problem as a major reason for not going
above $35 million. Secretary Rusk, however, believes that
despite the serious over-all funding situation, Thailand must
be accepted as having such a high priority that its needs
should be met even at the expense of additional reductions

in other major programs. .

Nl WJ‘.MA@/W

Dean Rusk ' Robert.S. McNamara

—SECRET=-EXDILIS
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I THE SECRETARY OF STATE
WASHINGTON

October 13, 1966
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- MEMORANDUM FOR THE PRESIDENT

SUBJECT: Attached Joint Memorandum from
Secretary McNamara and myself
on FY 1967 MAP Level for Thailand.

The attached memorandum was signed by Secretary
McNamara before he left for Vietnam last Saturday. The
purpose of this Supplemental Memorandum is (1) to report
in context on several developments since his departure,
and (2) to indicate the feasibility of funding my recommenda-
tion of a $60 million MAP program in Thailand, despite the
cut of $125 million in the MAP appropriation.

(1) Recent developments and their background. The original
planning figures submitted to Congress for MAP included an

item of $35 million for MAP in Thailand. Last year's total

was $44 million, a figure disclosed to the Thai. There have
been a number of changes from the original planning figures

in both directions, including aa increase in ammunition require=
ments of $39 million for Laos. After the Thai item was prepared,
a thorough review of the Thai situation was made by General
Stilwell. His recommendations, approved by Ambassador Martin
and the Joint Chiefs of Staff, would support a MAP effort of
some $60 million, both for coaventional and for counter-
insurgency forces,

The Thai have become concerned about the firmness of
our commitment to their defense, in the light of adverse
comments by Senator Fulbright and others, and have expressed
a desire to embody our present relationship in a bilateral
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treaty. The visits of the Thai in Washington this week have
underscored the reality and urgency of their concern. It is
reflected also in Mr., Moyers' telegram (111536Z) of October
11.

I believe it vital on political grounds, and an important
step in preparing for the Manila Conference, to assure the
Thai before the Conference that we shall enlarge last year's
program, carrying out the Rusk=-Thanat communique of 1962,
and your letter to Prime Minister Thanom of June 1964, in
which we agreed to engage in joint planning with the Thai
against the possibility of a conventional threat. I enclose
copies of both documents. I conclude that the Thai have
earned this reiteration of our SEATO commitment. Such action
is required to prevent thém from pressing for a formal public
bilateral agreement of support. It is justified by the real
progress the Thai have made in their military effort and by
their cooperation with us., And I believe that such a step
taken now is the best possible insurance against the risk of"
Thailand degenerating into another Vietnam, if various adverse
contingencies occur.

(2) Ways to pav for the revised MAP programs., The source of
funds for the increase of $25 million for Thailand must be
considered in connection with other increases in requirements
for military and economic aid for Southeast Asia and other
areas, There is already a requirement for an additional $39
‘million MAP for ammunition for Laos, and new economic- aid
requirements have arisen for the Dominican Republic, Indonesia
and Panama as well as Southeast Asia,

The high priority MAP increases for Thailand and Laos
should be funded in a way that will not undercut the effective=-
ness of other MAP and AID programs.

The options are:

A, New Legislation

—SECRET=EXDTIS—
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1, Following the Manila Conference, seek a supple-
mental appropriation package including elements of economic
and military aid for South Vietnam, Thailand, .Laos, Korea,
Indonesia, and the Philippines, in the light of the situation
in Asia as it develops.

2, Seek Congressional authority to transfer the
Laos MAP program of $109 million for FY 1967 to the Military
Services budgets, just as military assistance to South
Vietnam and war-related costs for South Korea are now
authorized to be funded.

B. Current Authority

1., The law permits the transfer of some funds
from economic to military assistance. However, the Foreign
Assistance Contingency Fund was cut by Congress to a total
of $70 million. At the same time, Congress cut Supporting
Assistance requests by $57 million. Economic aid requirements
for Southeast Asia and other politically sensitive countries,
such as the Dominican Republic, Indonesia and Panama, require
that the entire Supporting Assistance and Contingency Fund
Appropriations be used for economic assistance. Altermatively,
to transfer Contingency Fund or Supporting Assistance monies
to MAP would mean that we should have to seek a supplemental
appropriation for economic assistance, Other economic aid
funds cannot legally be transferred to MAP,

2. The law also permits you to authorize the use
of up to $300 million of U.S, military service stocks to
be repaid from future MAP appropriations, an authority the
Secretary of Defense has told the Congress would be exercised
only in cases vital to the security of the U.S, It has been
used twice for South Vietnam,

3. Political and programming developments in the
ensuing two or three months might let us find the funds for
Thailand ($25 million) and perhaps Laos as well ($39 million)
by transfer from such current MAP programs as the $48 million
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India/Pakistan pipeline, currently being held in suspense,
combined with some marginal contributions from the planned
programs for Korea, China and Latin America. Cuts in these
MAP programs would, of course, raise problems in each of the
cases mentioned, :

In view of the availability of these alternatives, 1
believe you can safely make the decision called for by the

attached memorandum, and delay a final choice of means until
sometime after your return.

N FARSIINPY

Dean Rusk

Enclosures:
- 1. . Rusk-Thanat 1962 Communique.

2. Your letter to Prime Minister Thanom,
June 18, 1964.
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DEPAnTMENT OF STATE
MARCH 6, 1962 FOR THE PRESS  No. 145

Following is the text of a jolnt statement by Foreign Minister
Thanat Khoman of Thalland, and Secretary of State Dean Rusk:

The Foreilgn Minister of Thailiand, Thanat Khoman, and the Secretary
of State Decan Rusk met on several occasion» during the pagt few days
for discusslons on the current -sltuation in Southeast Asla, the South-
east Asla Collectlive Defense Trecaty and the security of Thailand.

The Secretary of State reaffirmed that the United States regards

‘the preservation of the independence and integrity of Thalland as vital

to the national interest of the Unlted States and to world peace. He
expressed the firm intention of the United States to aid Thailand, its
ally and historic friend, 1in resisting Communist aggression and sub-
version. '

The Poreign Minister and the Secretary of State reviewed the close

"assccilation of Thalland and the Unlted States in the Southeast Asia

Collectlve Defense Treaty and agraeed that such assoclation 1s an
effective deterrent to direct Communlst apggression agalnst Thailland.
They agreed that the Treaty provides the basis for the signatories
collectlvely to asslist Thalland In case of Communist armed attack
against that country. The Secretary of State assured the Forelgn
Minizter that in the event of such aggression, the United States intends
to give full effect to 1ts obligations under the Treaty to act to meet
the common danger in accordance with 1ts constitutional processes. The
Secretary of State reaffirmed that this obligation of the United States
coes not depend upon the prior agreement of all other parties to the’
Treaty, s8ince this Treaty oblipgation is individual as well as collective.

In revliewlng measures to meet lndirect aggression, the Secretary of
State stated that the Unlted States regards its commlitments to Thailand
uncer the Southeast Aslia Collective Defense Treaty and under its
bilateral economic and military assistance agreements with Thailand as
providing an important basis for United States actions to help Thailland
meet indlrect aggresslion. In this connectlon the Secretary reviewed
with the Foreign Minlister the actions belng taken by the United States
to assist the Republic of Viet-Nam to meet the threat of indirect
aggression,

The Forelgn Minister assured the Secretary of State of the deter-
mination of the Government of Thalland to meet the threat of indirect
aggression by pursulng vigorously measures for the economic ard soclal

welfare and the safety of 1ts people.

The situatlion in laos was reviewed in detail and full agreement
was reached on the necessity for the stablility of Southeast Asia, of
achleving a free, independent and truly neutral Laos.

The Foreign Minlster and the Secretary of State reviewed the mutual
ellorts of thelr governments to increase the capabilities and readiness
o’ the Thal armed forces to defend the Kingdom. They noted also that
..z Unlited States 1s making a slignificant contribution to this effort
&r.cé that the Unlited States intends to accelerate future deliverles to

tre greatest extent possible. The uecretaryand the Foreign Minister also

took note

RN
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took note of the work of the Jolnt Thal-Unlited States Committee which
bhas been cstablished in Bangkok to assure effectlve coopration in
soclal, economlec and military measures to increase Thalland's national
capabllities. They agreed that this Joint Committee and lts sub- -
committees should continue to work toward the most effective utilization
of Thailands resources and those provlided by the United States to promote
Thalland's development and securlty.

The Forelgn Minlster and the Secretary were in full agreement that
continued economic and social progress 1s essentlal to the stability of
Thailand. %They reviewed Thalland's impressive economlic and social pro-
gress and the Thal Govermment's plans to accelerate development, .
.particularly Thailand's continuing determination fully to utilize 1ts
own resources in moving toward lts development goals.

The Foreign Minilster and the Secretary of State also dlscussed the
deslirabllity of an early conclusion of a treaty of friendship, commerce
and navigation between the two countries which would bring into accord
wlth current conditions the exlsting treaty of 1937.

L B

State--RD, Wash., D. C.



THE WHITE HOUSE .

‘ S/s # Vs

WASIHINGTON

June 18, 1964

Dear Mr. Prime Minister:

I thank you for your kind letter of May 25, which was
received for me by Secretary Rusk at his meeting last
week with Mr. Bunchana Atthakor, Deputy Minister of
National Development in your cabinet.

I know the concern that you must feel for your nation and
its people at this tim= of crisis in Southeast Asia. Iam
closely aware of the problems presented to your country
by this crisis, and particularly by events in Laos.

In your letter, Mr. Prime Minister, you referred to
America's defense commitments in various parts of the
" world. America's defense commitment to Thailand is
clear, and as I said when we met in Bangkok in 1961,
tAmerica keeps its commitments!'. '

We regard Communist advances in Laos as a threat to the ' . “
security of the United States as well as that of Thailand.

In accordance with this concept, Ihave authorized Ambassador

Martin to open consultations with you looking toward joint

Thai-US %’mlltary planning of measures to be taken in the

event of a Communist drive toward the borders of Thailand.

T understand joint planning meetings will begin in Bangkok

this week., We must be prepared to act promptly and effec-

tively to check such a drive if'necessary.

At the same time, we must overlook no opportunity for a
peé.ceful settlement which preserves the interests of our two’
nations. For this reason we are willing to undertake con-
sultations such as those in which we are mutually engaged in
Vientiane, and we would be willingto see convened consul-
tations such as those recently proposed by the Poles,

—SEEREP-
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We believe, however, that Communist acceptance of the
preconditions laid down by Prime Minister Souvanna Phouma
of Laos must precede any convention of a conference on Laos
such as that held in Geneva in 1962,

Qur willingness to keep the door open to negotiations must
not be mistaken either by our friends or our enemies as
reflecting any wavering of our resolve, It does reflect

truly our purpose, which is peace. But the Americans who
have died to check the spread of Communism in the Far East,
those who even now are dying for that cause, provide the
most eloquent testimony of our determination that peace
shall not be bought at the cost of freedom. '

Sincerely, .
']
o~ v 3 i}
~N 3 SR g IR
. !{\X A S Al
Sean pedY LT

His Excellency
Field Marshal Thanom Kittikachorn
Prime Minister of Thailand’
Bangkok -
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MEMORANDUM
THE WHITE HOUSE
WASHINGTON
: Saturday, October 15, 1966
SECRET 11:00 a. m.

MEMORANDUM FOR THE PRESIDENT

SUBJECT: NSC Meeting on Your Asia Trip

The meeting is scheduled at 2 p. m. today. List of invitees attaéhed (Tab A).
The agenda is attached (Tab B).

I thought you might want to start off with a brief report from Secretary
McNamara on his trip to Vietnam and on his views of the situation there.

You might then ask Secretary Rusk for a report on the current status of
planning and arrangements for the Manila Conference. The first question is:
what do we want to come out of the Conference?

Discussion might focus on the scope paper (attached at Tab C).
The Secretary and Bill Bundy should have a list of things that remain to
be done between now and October 24, the opening day of the Manila

conference. There should be specific action assignments for the unfinished
business. '

I suggest the same procedure for discussion of your visits to other capitals --
the main problems by Secretary Rusk; list of things that remain to be
ironed out; action assignments.

The agenda for Manila is buttoned up (Tab D).

A possible communique and Manila Declaration are attached (Tab E).‘
Here -- aside from detailed drafting -- the issues are:: ’

-- Do we want a separate Vietnamese Declaration as at Honolulu?
(I do. State uncertain.)

-- Do we want a separate broad statement of principles governing
Asia policy? (I do. State originally reluctant, but moving.)

WGMOStow

The issues should be explored at this meeting.
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MEMORANDUM ol . :
. o~ . >
THE WHITE HOUSE e o (TR
WASHINGTON
SEeRET Saturday - October 15, 1966 - 12:30 p. m.

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Our Program for the OAS Summit

Secretary Rusk in the attached memorandum requests your approval of
general guidelines for our negotiators on Summit preparations.

The guidelines are based on a Summit program which has substantial
inter-agency concurrence except for the budgetary implications, Be-
cause of the difference, Secretary Rusk is not asking that you make a
decision on this aspect until you can review the Summit price tag in the
light of the total aid request for FY 1968,

These guidelines provide adequate interim direction for the preliminary
multilateral preparatory work which will take place during the next 6-8
weeks.

The Summit Deal

We are asking the Latins to:

~- -- integrate their economies and sharply reduce tariffs.
~-- revamp their antiqqated agricultural and educational s&;tems.
-~ work with us in promoting private investment. ‘

It will take courage for the Latin American Presidents to take their coun-
tries down this uncharted path.

To induce them to step off into the dark and break past the obstacles, a
substantial U, S, '"carrot" will help. Expanded ecocnomic assistance is our
part of the deal.

The guidelines will enable our negotiators to explore:

-- how far the Latins are prepared to go.

-~ how much inducement must we offer to make them take the jump.

SEGEET




Based on their findings, you can decide on the specific proposals. .

Our Present Summit Program

It is designed to Begin meeting now serious social and political problems
we see coming in the decade ahead from population increase, growing
urban unemployment and continued backwardness of agriculture. The
main elements are: '

1. Latin American Economic Integration

The broadened, more competitive market that can result from
more rapid economic integration is the single, most promising move that
Latin America can take to accelerate growth and reduce future foreign
aid needs.

We would expect the Latin Americans to agree to a concrete plan
for automatic reduction of intra-zonal tariffs and non-tariff barriers; a
commitment to adopt reasonable external tariffs, declining as their
economies strengthen; competitive investment and internal trade policies;
and reasonable access to the region for foreign investment.

You, in turn, would announce at the Summit our readiness to
support this effort by expanding our contribution to the Inter- American
Bank's Fund for Special Operations (IDB/FSO). This would involve in- .
creasing the U,S, contribution in thé.three fiscal years 1968-70 from the
~ present level of $250 million per year to $300 million, with an indication
. -that if additional funds are required, we would consider further replenish-
ment of the FSO.

The IDB would agree to set aside a stated amount of the new re-
sources to: - -

a. finance sound multinational projects in support of economic
integration and development of "inner frontiers' (e.g., roads, flood
control, hydroelectric power, irrigation, communications).

b. assist countries with temporary adjustment problems result-
ing from rapid integration (e.g., balance of payment difficulties, af-
fected industries and workers, export financing for intra-Latin American
trade). ,
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For the four year pe';iod beyond FY 1968;

-- Replenishment of the FSO will continue for 2 years at $50 million
per year,

~=-. Requirements for bilateral assistance in agriculture and education

will not exceed $200 million per year and may be less, depending
upon allocation of IDA funds to Latin America.

The Original Package

Linc Gordon's original Summit proposals had three elements which have
been deleted or diluted, They added a zest to the program which is now
lacking.

1. Separate Integration Fund

As an inducement to the Latin Americans to take the plunge on
integration he proposed a separate Latin American Integration Fund to
handle adjustment assistance and a Multinational Projects window at the
IDB to finance such projects. We would contribute up to $300 million to
the fund and $500 million to the IDB for multinational projects, both over
a five year period. .

Joe Fowler took sharp exception to these proposals and countered
with the. idea of using the Bank's FSO and increasing our contemplated
annual contribution to the FSO by -$50 million for the next three years.
Linc reluctantly went along with this,

I think the Treasury formula _di].utes the '"carrot'f aspect of the
proposals to such a degree that much of its value as an inducement for
p rompt Latin American action is lost. - We need more flexibility in nego~-
tiating with the Latins on integration, o :

2. Expanded Risk Guarantee Program

The Solomon proposal is to:

-- expand the program in six basic fields: iron and steel, chem-
icals, fertilizers, pulp and paper, petro~-chemicals, automobiles.

-- cover up to the legal maximum of 75% of each investment,
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and relax the 100% tieing requirement.

-- require the U, S, investor to offer for sale up to 51% of the
stock of his company to Latin American purchasers within
a fixed numb er of years after the start of the project (e.g.,
15-20 years) and reinvest a percentage of his profits while
he still held -2 controlling interest.

The proposal is encountering heavy going in Treasury and Commerce
on balance of payments grounds and the advisability of conditioning guar-
antees to the mandatory offer of stock sales after a fixed period and to
required profit reinvestment. I am not convinced by:

-- the balance of payments argument because Latin America
does not leak to Europe, or )

-- the preoccupation with conditioning of guarantees since the
investor is free to decide whether or not he wants to accept
them.

3. Limited Untieing of Procurement

To accommodate Latin American criticism to ''tied" aid, Linc
proposed extending procurement eligibility for Alliance financing to in-
clude Latin America, It would apply, in effect, to manufactured products,
- mostly capital goods. This is largely a gesture -~ but symbolically a
: ‘meaningful one for the Latin Americans -- because they produce few such

goods on competitive terms. State estimates that over an initial three-
--year period the procurement might reach $15 million.

The Treasury objection is on balance of payments grounds. ‘Since

the proposal is largely cosmetic, Linc dropped it from the package. I
think it bears closer examination. .

My Reaction to the Program

It goesvto the heart of what the Latins must do and only Presidents can .
take the political decisions required, It is, therefore, of Presidential
stature. .

I the Latins are willing to start down the frack we propose, the bargain
to help them financially is a good one. -

SEGRET—
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The portions of Linc's or iginal package which have not prospered are
carrot'" which we may have to use to get the Latins to accept the deal.
They should be held in reserve, '

Recommendation

That you approve the guidelines proposed by Secretary Rusk, with the -
understanding that you wish to review at a later date each of the three
aspects of Linc Gordon's original proposals not adequately covered in
the Summit program as it now stands.

Approve

Disapprove

Speak to me .

’ woﬁ{. Rostow

Attachment

cc - Bill Moyers SEEREF—
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~ THE SECRETARY OF STATE
© WASHINGTON

MEMORANDUM FOR THE PRESIDENT

Subject: Inter-American Chiefs of State Meeting

Recommendation:

That you approve the Guidelines for United States
Representatives in Preparations for the Inter-~American
Chiefs of State Meeting as set forth in Enclosure 1,

Approve Disapprove

Discussion:

The United States representatives in the OAS and CIAP,
under the immediate direction of Assistant Secretary Gordon,
are proceeding to negotiate an agenda for the Inter-American
Summit Meeting along the lines set forth in your speech of
Augist 17, 1966 (Enclosure 4),.

After my two meetings in New York in late September
with the other Western Hemisphere Foreign Ministers, the
target date for the Summit has been moved to early April.
A formal Preparatory Committee has been established, and

Working Groups on each major topic will begin discussions
in mid-October.

Your guidance is requested now on the lines to be
taken by the United States representatives in the
Preparatory Committee during the coming two months. These
are set forth in Enclosure 1.

GROUP 3
- Downgraded at 12-year interwvals;
not automatically declassified

70Y
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" Enclosure 2 is a draft memorandum prepared by
Assistant Secretary Gordon setting forth our proposed
approach to the Summit Meeting and indicating the types
of resource commitments which we believe should be made
at the time of the meeting.

The proposals on Economic Integration, including
assistance through the Inter-American Development Bank
for Multinational Projects and for Integration Adjustment
Support (Enclosure 2, pages 3-6), have been reviewed by
Secretaries Fowler and Connor, who are in agreement,

The proposals on Raising the Alliance Sights, with
Special Emphasis on Education and Agriculture (Enclosure 2,
pages 6-8), are consistent with your August 17 speech, They
are essential elements in an accelerated drive for economic
and social advance in Latin America, and to the prospects
for long-run political stability in the Hemisphere, They
do, however, raise serious questions concerning budgetary
provision for world-wide economic aid in FY 1968 and be-
yond, Appropriations for the Alliance for Progress at or
.near the authorized level of $750 million for FY 1968
could not be fitted within the over-all economic aid
levels approved by Congress for FY 1967 or even the
levels originally requested for this year. This point
is made clear in Mr. Gordon's draft (Enclosure 2, page 8)
and further emphasized in Mr. Gaud's memorandum to me
attached as Enclosure 3.

At the present stage, the Summit preparations require
only that we indicate our positive concern with expanded
efforts in agriculture and education and our readiness to
work out with the Latins practical methods to achieve
these goals on the basis of greater self-help and greater
external support, Amounts and sources of external financing

~SECRET_



can be determined at a later stage. The budgetary implications
for the United States, however, will have to be considered as
part of the over-all foreign aid budget review later in the
year.

N trsfe

Dean Rusk

Enclosures:

1, Guidelines for United States
Representatives in Preparations
for the Inter~American Chiefs
of State Meeting

2. Draft Memorandum to the
President

3. Mr. Gaud's Memorandum
to Secretary Rusk

4, President Johnson's Speech
of August 17, 1966



Enclosure 1

Guidelines for United States Representatives in Preparations
for the Inter-American Chiefs of State Meeting.

In keeping with the President's speech of August 17, 1966,
commemorating the Fifth Anniversary of the Alliance for Progress,
the Summit preparations should be focused on (1) Latin American
economic integration; (2) higher targets for the Alliance, with
special emphasis on education and agriculture; and (3) trade
and investment. The negotiators should also seek some form
of Latin American agreement on arms limitation, especially to
discourage the diversion of resources into prestige equipment
or competitive arms build-ups. It is expected that the
Presidents will also engage in some discussion of world political
issues, but these do not require formal preparatory work.

Latin American FEconomic Integration. The negotiators
"should emphasize this objective as of highest importance to
Latin American economic growth and future prosperity. The
Summit Meeting offers a unique opportunity for Latin American
political decisions which will set the course of economic
development for many years to come.

The negotiators should seek commitments from the Latin
American governments (or a substantial group of them if all are
not willing) for major advances in automatic reduction of intra-
zonal tariffs and non-tariff barriers; a reasonable level of
external tariffs, declining as their econcmies strenghten;
--competitive investment and internal trade policies; and reasonable
access to the region for foreign investment.

For our part, the negotiators should indicate a willing-
ness on the part of the United States (&) to join with the Latins
in providing supplementary financing through the Inter-American
Development Bank (IDB) for multinational projects to support
ecocnomic integration and (b) to devote a portion of the IDB's
Fund for Special Operations (¥SO) to Latin American integration
adjustment support, when and if a satisfactory agreement is
reached by the Latin American countries to accelerate economic
integration.
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Integration Adjustment Support may include financial
assistance (1) to help cover temporary deficits resulting
from rapid and automatic trade liberalization, (2) to provide
adjustment assistance for specific industries and labor affected
by liberalization, and (3) to bolster the resources available
for intra-Latin American export financing. Any United States
resources used for these purposes would be matched by sub-
stantial Latin American contributions, especially from the
countries who secure greater relative gains from integration.

Higher Targets for the Alliance, with Special Emphasis

‘on Education and Agriculture. The negotiators should seek
Latin American commitments to intensified national efforts

for reform and development in the educational and agricultural
sectors. These are the elements of the Alliance where progress
in the first five years, although considerable, has been least
satisfactory. Without prejudice to continued progress in cther
basic fields (such as transportation, power, communications,
industrialization, health, labor, public safety, housing, ex-
port diversification, financial stabilization, and the strength-
ening of private enterprise), there should be worked out in each
country comprehensive sectoral plans for agrlculture and for
education. .

While the plans must be tailored to individual country
circumstances, agricultural efforts should typically include
incentives to higher productivity; credit; supplies of fer-
tilizers and other farm inputs; storage and marketing; food
processing; education, research, and extension; organization
of cooperatives; improved patterns of land tenure; greater
‘social justice for rural tenants and agricultural labor; and
better rural living conditions. The United States negotiators
should indicate a readiness to see additional external re-
sources, both technical and financial, applied to such efforts,
on condition of adequate self-help.

The educational sector likewise requires greatly strength-
ened national educational programs. In addition to the agreed
goals of universal primary education, intensive efforts are requir-
ed for expanded oecondary and vocational education and for univer-
31ty improvement in the specialties most needed for rapld econ-
omic progress. Here again, the United States negotiators should

AY
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indicate a readiness to join in additional technical and
financial support for greater national self-help efforts.

Our support would specifically include enlarged programs of
scholarships and international educational exchange, and
backing for the proposed multinational post-~graduate institutes
of science and technology. '

Trade and Investment. The Latin Americans have indicated
that they will seek inclusion of both trade and investment
items in the Summit agenda. The negotiators should reiterate
the United States policy of cooperation on commodity agreements.
They should reserve the United States position regarding any
consideration of regional or generalized trade preferences for
the less developed countries while these matters continue under
review within the United States Government. They should explore with
the Latin Americans means of increasing foreign investment in Latin
_America under mutually agreed favorable conditions.
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e . . . “Enclosure 2.

DRAFT MEMORANDUM FOR THE PRESIDENT

Subject: Inter-American Chiefs of State Meeting

Latin America is at a crossroads. The.present rate of
modest progress might suffice to avert serious crises during
the next year or two. On the other hand, given fhe population
increase, growing urban unemployment, and continued backwardness
of agriculture, such a policy contains a time bomb almost certain
to explode a few years hence, With renewed social crises and
political extremism. The alternative is to apply extra effort
now, so that Latin America can substantially accelerate its
economic and social progress and move more rapidly toward the
major objective of the Alliance for Progress -- self-sustaining
development under stable, democratic institutions. What is
done at the Summit, building on the experience and progress
of the. past five years, can make the difference.

Summarv of Program

Our proposed Summit program concentrates on the main
present keys to more rapid Latin American progress -~ market
size, agriculture, education, and closer cooperative working

L

relations with improved Latin American leadership. It is

mainly economic and social but would have important political
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effeéts. It requires increased and broadened self-help.

The program includes more rapid Latin American economic
integration; higher targets for the Alliance, with special emphasis
on education and agriculture; and trade énd investment. We would
also expect some discussion of world political issues in which
you could give the Latin American Presidents a positive view
of the future role of Latin America in world affairs at the
side of the United States and Europe.

We do not expect extensive discussion leading to signi-
ficant action on hemisphere political issues .unless the
situation changes markedly. We will seek, but are not sure
we can obtéin, Latin American aéreement.fo negotiate some
form of arms limitation agreement. Detailed papers on
our proposals are being provided to your staff.

Financial Implications

Preliminary estimates suggest the orders of magnituderf
funds.given below to support the above recommendations in the
fields of integration, education and agriculture. The inter-
national group preparing for the Summit will not be discussing
sPecific figures, which will be made public by you only at the
Summit meeting itself. Specific recommendations on amounts
and timing of funding will be made to you in November or

December, when they can be considered in relation to_other

v
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foreign and domestic budgetary‘needs.

At the same ti;e, tﬁe above recommendations should be
approved only if they can be backed by funds on the general
scale set forth below. A decision on the recommendations is
needed now because formal ageﬁda negotiations with the Latin
Americans are beginning this month. If you approve the rec-
commendations, we will proceed to informal consultations with

Congressional leaders.

1. Economic Integration

The broadened; more competitive market created
by more rapid economic integration holds the most
promise of any single move to accelerate Latin
American economig and social progress and to reduce
future foreign aid néeds."A new and vigorous push
at the Summit is needed. The United States would offer
to support more rapid Latin American economic integration,
and would announce at the Summit its readiness to expand
its contribution for this purpose to the IDB's Fund
for Special Operations. The United Stafes contributioﬁ
to the FSO in the three fiscal years 1968-70 would be
increased from the presently éonfemplated level of.
-$256 million per year (which is also the.present level) to

$300 million a year, on condition that the Latin Americauns
 SECRET —
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match this with corresponding increases of their shares. This
expanded assistance would be used in two major ways:

a. Multinational Proijects. As a condition of

the expanded United States support, the IDB would
undertake to provide a stated amount, possibly up
to $100 million a year (from the FSO and Ordinary
Capital combined), for the financing of sound
multinational projects in support of Latin American
economic integration. Tﬁe Latin Americans would
contribute funds for multinational projects not
~only through their proportional contributions to the
IDB but also through national contributions to |
financing of specific projects in the countries
where these projects occurred.

b. Integration Adjustment Support. To en-

courage major steps toward the formation of a Latin
American Common Market'(or at least-an effective
Free Trade Area), the United States would state at
the Summit its recognition that integratioﬁ may also
require new forms of financial assistance for such
purposes as: (1) covering temporary defieits
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resulting from rapid and automatic trade liberal-
jzation (this is a normal function of the Inter-
national Monetary Fund, with which any assistance
of this kind would have to be coordinated);

(2) providing adjustment assistance for specific
industries and labor affected by liberalization; and (3)
bolstering the reséurces available for intra-Latin
American export financing. We would indicate our
readiness, on -condition that the Latin nations (or
a substantial group of them) undertake major new
integration commitments, to support an amendment of
the terms of the IDB's Fund for Special Operatioﬁs
to permit a portion of its resources to be dedicated
to assistance in the ways stated above. We would
also indicate our readiness to consider whether a
further replenishment of the FSO would be requiréd
for this purpose. Since new treaty hegotiatiéns

by the Latin Americans would be required, this
question probably would not have to be considered
before FY-69. While leaving for later review the
determination of the ahount of resources needed for
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these purpgses, this new éctivity could involve as
much as $300 million in additional United States
support over five years. There would be substantial
Latin American contributions for this purpose, es-
pecially from the countries with greater relative
gains from integration.

From the Latin Americans we would expect,
in addition to their financial contributions, a
plan for generalror sectoral automatic reduction
of intra-zonal tariffs and non-tariff barriers; a
commitment to adopt reagonable egternal tariffs, de-
clining as their economies strengthen; competitive
investment and internal trade policies;.and reason-
able access to the region for foreign investment.

2. Raising the Alliance Sights, with Special Emphasis

on Education and Agriculture

Progress to date makes possible the achievement of
higher Alliance for Progress targets.-=- perhaps 4-6 percent
per .capita and 7-9 percent total annual growth levels, as
against the original Alliance for Progress target of 2.5

percent per capita, realized in the last two yéars.
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Acce;grated Latin American economic integration
will make an important contribution to more‘rapid econ=-
omic progress. But larger assistance from the United
States Government is needed to serve as a catalyst both
for additional capital flows =-- public and private =-- and
for increased and broadened self-help by the Latin Americans.
Education and agriculture need increased attention. More
dynamic agricultural sectors are essential to national
market development.r Access to education is both a basic
condition of equality of opportunity and a requisite of
modernization.

The United States would announce at the Summit
up to $200 million per year in additional bilateral AID
funds for education and agriculture programs under the
Alliance for Progress, conditioned on satisfactory self-A
help.

These additional amounts can be fitted within the
$750 million Alliance for Progress annual authorizations -
for FY-68 and 69 already approved by Congress. By adding
repayments, carry-overs and deobligations, the desired
$800 million FY-68 and 69 Alliance for Progress program
levels can be achieved with appropriations of $750 million

SECRET—



annually.

Your approvai of the proposed Summit program should be
related to AID's worldwide commitments>over the next five
years. The preview budget submission last Spring for the
wqudwide FY-68 economic assistance program called for $3.2
billion, of which the Alliance for Progress was to re@eive
$700 million. The expansion of the Latin American program
to $800 million in FY-68 should not be at the expense of other
programs included in the $3.2 billion Spring review figure for
economic aid. “

Your approval of the Summit program shoﬁld also be
related to United States multilateral commitments over the
-next three years. We foresee around 1968 an expansion in the
callaﬁle Ordinary Capital of the IDB by $411 million. Beginning
around 1968 there probably will also be a United Staﬁes contri-
bution to the replenishment of the International Development
Association (the soft-loan affiliate of the World Bank) which
could range from $100 million per year (our present level) to
$419 million per year (Mr. Woods' reqﬁested level). -Some of
the funds proposed above for multinational projects will come
from the expansion of IDB Ordinary Capital. If additional funds

are allocated to Latin America for education and agriculture

SEERET—
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through the IDA in this period, the bilaferal AID program for
these purposes in Latin America would be correspondingly =
reduced.

Efforts have been and will continue to be intensified to
administer assistance in Latin America to promote United States
exports and generally to protect the United States bélance of
payments position. The United States share of the Latin Ameri-
can market has improved recently. Latin American countries
as a group sold about $100 million of gold to the United
States in recent years.

3. Investment

Those Latin American Presidents and presidential
representatives who discussed the Summit in Bogota,
Colombia in August stated in their communique:

a. That foreign investment can provide considerable
support to Latin American development if it encoﬁrages
mobilization of capital within the country and parti-
cipation of local capital together with it and if it
"does not obstruct integration."

b. That they would cooperate with studies being
undertaken preliminary to drafting uniform basic
standards for foreign investment which would encourage

the use of modern technology and provide for
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coordination of foreign investment with development
plans.
We are exploring with other Departments two possible

means of increasing United States investment in

Latin America under favorable conditions: (a) expanded

extended risk guaranty coverage, and (b) the negotiation

with the Latin American countries of an agreed investment
code.
4., Trade

Some of the Latin Americans have indicated they
will press for the inclusion on the agenda of either
generalized or regional trade preferences. We will keep
our position on this issue under review.. |

Basic commodity_prices are'another major Latin
American trade preoccupation. The United States_should
reiterate at the Summit its policy of c00peratiqn in
commodity égreements° |

Potential Benefits of the Proposed Program. They are

in summary:

1. Reduced aid needs over the long run because of
the beneficial effects of economic integration and better

performance in the agriculture and education sectors.



2. A ﬁigher level of trade resulting from more rapid
Latin American economic progress.

3. Ability to influence Latin America toward being
an outward-iooking rather than an exclusivist trading
area over the long run.

4. A strong favorable impact on the middle and
lower classes in Latin America =-- through the emphasis .
on education and agriculture. |

5. Reduction.of the tendencies to political in-
stability and extremist negative nationalism, and im-
provement of the prospects for progressive, democratic
Latin American governments. |

6. Thus, improvement of the future prospects for
avoidance of political extremes in Latin America and
for satisfactory cooperative relations between the

United States and Latin America.
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DEPARTMENT OF STATE

At

AGENC){ FOR lNTERNATIQNAL DEVELOPMENT
) WASHINGTON

OFFICE OF ‘ October 11, 1966
THE ADMINISTRATOR ’

MEMORANDUM FOR THE SECRETARY

SUBJECT: Ambassador Gordon's Proposals with Respect to the Inter-
American Summit Meeting

I agree with Ambassador Gordon on the desirability of more aid for
Latin America. ButI do not agree that the President should be asked to say
now that at the Chiefs of State meeting we will offer Liatin America increased
bilateral aid (his proposed mgmorandum to the President, pp. 2, 8-10).

-We face a very tight budget situation with respect to aid funds. In our

spring submission to the Bureau of the Budget we estimated our requirements

at $3.2 billion. This pre-dated, among other things, Indonesia, the Phlhppmes,
the Korry report on Africa and Ambassador Gordon's present proposal to
increase funds for agriculture and education by $200 million per year. The
‘Bureau of the Budget subsequently gave us a $2.5 billion planning figure for

FY 1968. And, as I am sure you know, the recently passed Appropriations

Bill gives us $2.1 billion for FY 1967.

The President cannot arrive at a sensible decision as to whether he will
promise additional aid to anyone without knowing what the total aid require-
ments are and considering relative priorities. It seems quite clear to me

- that if the President promises additional aid to anyone now it would either
come out of someone else's hide or the President will later have to pull
back on the expectations he will have created.

Now that the Latin America summit meeting has been postponed until
after the first of the year, I see no reason why the President must reach a
decision on this matter until the normal budgetary process is completed. I
accordingly recommend that you either hold up Ambassador Gordon's
memorandum or that you delete from it any recommendation that we hold out
to the Latin Americans now any prospect of additional bilateral U.S. aid.

Willi S. Gaud




FOR IMMEDIATE RELEASE ' AUGUST 17, 1966

OFFICE OF THE WHITE HOUSE PRESS SECRETARY

THE WHITE HOUSE

REMARKS OF THE PRESIDENT
COMMEMORATING THE FIFTH
ANNIVERSARY OF THE ALLIANCE
FOR. PROGRESS AT THE PAN
AMERICAN HEALTH ORGANIZATION

AT 11:10 A.M., EDT

Mr. Secretary General, Mr. Vice President, Your
Excellencies, Ladies and Gentlemen:

The health of this hemisphere is the business of
the house in which we have assembled this morning to cele-
brate the Fifth Anniversary cf the Alliance for Progress.

From this building, Dr. Horwitz &nd his staff
reach to the far corners of our continent to combat
disease and to minister to the melical needs of people.
They know that not only the claims of compassion and
personal dignity but the promise of economic prosperity
demand sound bodies and healthy environments.

In the field of public health, the Pan American
Health Organization was an early forerunner of the Alliance
for Progress. fToday it is an integral part.

v Five y==r3 &zo the American Governnents embarked
on this audacious experiment. We were reither cautious in
concept nor timid in scope, - We knew that our common
purpose was to make a new kind of revolution.

The great question of the hemisphere was Can
sweeping change come about peacefully and constructively,
in freedom, or mustit rise from the wreckage of violence and
destruction? ‘

Our answer began with the Act of Bogota in 13960.

The Charter of Punta del Este and the progress of
five years since then have clearly confirmed that answer.
The republics of this hemisphere have shown that deep social
change is compatible with peace, consistent with democracy,
and consonant with individual liberty.

We have sounded a sure and a certain note. ilamely,
that great change can be wrought by reason and not rifles,
by builders and not bullets. -

The Alliance is not a Marshall Plan tc rebuild war-
tern economies. Ner is it a rrogram of handouts to bolster
the status quo. The aim of the Alliance for Progress is te
build new societies. Its method is to build democratically
through a partnership of all. Today, the Alliance is a revolu-
tion at work -- creating, building, transforming, reaching
forward and tcuching the liveés of hundreds of millions of our
fellow citizens. '
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We are emncouraged today because the average Latin
American growth rates are now exceeding the minimum goal
of 2-1/2 percent per capita set forth at Punta del Este., But
we do know that growth charts and statistics do not tell the

whole story. The true measure of our work is its impact on
our peoples.

We see it in the teacher and her pupils as they
move into new classrooms in the mountain plateaus of the
Andes and in the barrios of the cities; in the isolated
‘Indians of remote villages striving to become part of
larger national communities; in the laborers carving roads
on the eastern slopes of a vast mountain range to open up
the neartland of South America; in the farm extension agents
and in the campesino, who, for the first time, works a farm
hé can now c¢all his own., Je see it in the workers and
managers building great new industries. We see it in
families moving from the slums to a new apartment or a new house.

We see the Alliance in wholly new institutions as
cooperatives, development banks and unions unlock the energies
and resources of thousands of people who learn the strength
of a common endeavor. And we see it in new legislation to
revamp outdated tax structures, to modernize obsolete systems

of land tenure, and to renovate archaic institutions of
government.

Beyond these visible accowplishments lie profound
changes in attitude from which the future development of this
hemisphere will flow. For the Alliance has shattered the myths
that five years ago threatened its promise.

It has shattered the myth that the status quo will
not yield to progressive changes as a way of life. It has
shattered the myth that the nations of the hemisphere cannot
look across national frontiers to their sister nations in
search for comron solutions. It has shattered the myth that
inflationary spending is the royal road to rapid development.
And it has shattered the myth that Communism in this hemisphere
is the wave of the future. The tragic plight of the Cuban
people has shown Communism's writ to be worthless.

The framers of the Charter of Punta del Este labored
under no illusiops. They know there are no panaceas for progress.
And so they charted the right, but hard, course.

They called upon the hemisphere to mobilize public
and private resources for diversified investment. They called
for governments to modernize public services, taxation, and
agriculture. They called for our nations to mount major
programs in education, health and housing. They called for
Latin America to move toward economic integration. And they
called for better trading conditions and increased external
financial and technical cooperation for Latin America.

: v Every man in this room knows these are not easy
tasks. But we also know that the beginning of the beginning
is behind us. Now we must lock to what lies ahead.

more
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We have only begun to meet the needs of today, and
these are but a fraction of those of tomorrow.

If present trends continue, the population of the
hemisphere will be almost one billion by the year 2000.
Two-thirds -- some 625 million -- will live in Latin America.
Whatever may be done through programs to reduce the rate cf
population growth, Latin America . faces a vast challenge.

Farm production should increase by 6 percent every
year, and that will be double the present rate.

At least 140 million new jobs should be created.
Over a million new homes should be built each year.

More than 175,000 new doctors should be trained to
meet only minimum requirements.

Hundreds of thousands of new classrooms should be
constructed.

And annual per capita growth rates should increase
to the range of 4 to 6 percent.

These requirements, added to the demands of the pres-
ent, mean that the Alliance must set new sights, that new
€irections and renewed drive must be found if we are to
meet the challenge, if we are to move forwarad.

In a few months the Presidents of the American
Republics will meet to establish priorities for the years
ahead of us. Our governments ere carefully and thoroughly
preparing the agenda for that (onfarence. Some of the areas
of special concern are now emerging. ‘

First among these is the economic integration of
Latin America.

The question is whether progress lies ahead in unity
or in isolation. Our sister republics in Latin America must
decide that question and they must decide it for themselves.
For our part, we deeply believe that effective unity and
not separation is vital to the needs of expanding populations.

In the total development of Latin America, national
and local plans and projects are most important, but region-
wide plans and collaboration are absoclutely essential. HNine-
teen fertilizer industries, nineteen steel complexes, nineteen .
isolated markets, and nineteen different systems of tariffs
would signify only stagnation, inefficiency, and in many
instances pure waste. '

We are ready, therefore, to work in close
cooperation toward an integrated Latin America. As the
other republics are forming their policies to accelerate
this movement, at the moment we are now reviewing the
opportunities for joint action throughout the hemisphere.

To my fellow Presidents, I pledge: #Move Loldly
along this path and the United States will be at your side.

To all the hemisphere we say: Let the pace be
quickened. Time is not our ally.

LCRE
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The path to economic unity and growth is many-fold.
We must first concentrate on those assets within our reach
that are not being used to full advantage.

For instance, there are lands that are lying
fallow or failing to yield their potential, at the moment,
because of inadequate technigues or too little fertilizer or
not enough equipment.

There are factories that are standing idle or
operating at reduced capacity because production is
inefficient. The national market may be too small, or
the purchasing power too low.

There are human resources unused because of the
shortage of jobs or the absence of skills.

While we meet these problems, we must also prepare
to conqguer the inner frontiers which can provide living room
and resources for generations that are yet to come. The
eastarn slopes of the Andes, the water systems of the
Gran Pantanal River Plate, and Orinoco, .the barely touched
areas of Central America and of Panama -- these are just
a few of the frontiers which, this morning, beckon to us.

But not every frontier is geographic. My fellow
American Presidents and I will be greatly concernad with the
other vistas before us.

There is education.

» The Americas of the 70's and £0's will make large
demands for trained men anéd women -- not only for engineers,
scientists and agronomists to guide ocur paths, not only for
electricians, carpenters and machinists to use our tools,
but for poets, artists and musicians to enrich our lives.

All of us know that education is primarily a
national task to be done with local resources. But there
are endeavors where more is needed and where the Alliance
must help: School construction, teacher training, and
improved administration. The challenge cf vocational and modern
higher education is wide open =-- for management, technical- and
administrative skills in government and in private business.

_ The Rlliance =o far has only scratched a thin mark

on the mass of illiteracy, although Latin America is the only
continent in the develcping world where the number and.
percentage of illiterates is decreasing each year.

Education, then, must become the passion of us all.
Let us approach this challenge dissatisfied with traditional
methods. Let us adapt the modern miracles of science,
radio and television and audio-visual techniques, to the
needs of our children and indeed, to the needs of our adults.

The time has.also come to develop multi-national
_institutions for advanced training in science and technology.
For without these Latin America will suffer the continued
“brain drain” of :some of its ablest youth.

MORE
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There is also the frontier of agriculture.

For too many years we have acted as if the road to
prosperity runs only through the main streets of our large
cities. Now, we know that national prosperity is closely

linked to the land and closely linked to those who cultivate
the land.

In most Latin American countries it is in urban
areas where poverty and despair catch our eye. But half of the
people live in rural Latin America and receive less than a
quarter of the national income.

There is no reason why the land of the hemisphere
cannot be made to fill the needs of our homes and our factories.
There is no reason why rural population should not be full
partners in modern economic life. And, loocking beyond our
hemisphere, there is no reason why the Americas cannot supply
a larger share of the growing world market for food and fiber.

This, of course, will require better planning of
crops to fit the soil and the markets available. It will
demand better soil and better fertilizer and better water
control. It will need a good extension service to educate
farmers in new methods. It will require shared mechanization,
better credlt and market and better distribution.

The resources required for these tasks must not
be needlessly spent on arms. Hilitary budgets in Latin
America are not exceptionally large by the general world
standards, but there is a recurrant tendency to seek expensive
weapons with little relevance to the real requirements of
security. . This tendency is often reinforced by competition
with neighboring countries.

In these Americas, where by solemn treaty and by
established practice our governments are bound to resolve
disputes by peaceful means, we must find a way to avoid the
cost of procuring and maintaining unnecessary military
equipment that will take clothes off the back and food away
from the stomachs and education away from the minds of our
children.

These are some of the basic tasks, and only some,
which lie before us as we try to fulfill the promise of the New
World in which we are so privileged to live.

These tasks will be accomplished by concrete
acts and not by mere rhetoric. We are not interested in
the appearance, we are dedicated to the achievement. By
specific steps we can strengthen and we can carry forward this
great Alliance for Progress that was started five years ago.

This will mean democratic stability in which free
men can labor without upheaval and chaos. This will mean
monetary stability so that the savings of the people will
work effectively to develop resources. This will mean fiscal
‘responsibility -- an efficient public administration, a
sensibly managed public debt, realistic exchange rates and
a market unhampered by artificial monopolies. This means
progressive leadership -- a government wise enough to insist
on modernizing reforms and the most effectlve allocation of
public resources.

1ORE
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This means, above all, personal freedom and
human dignity. For if men are not truly free, if individuals
are not protected against economic and political exploitation,
they will turn to violence. and extremism, whose flrst victim
is progressive reform.

S0, as we meet here together this morning, we all
recognize that change is everywhere throughout this hemisphere.
We shall either shape it or be misshaped by it. Along with
change will come contrast and contradiction. One man will
be orbiting the earth while below him, millions of his fellow-
men starve. Campesinos will be plowing the ground with oxen
while a thousand miles away atomic power works its wonders.
That is the kind of world in which we are living and this is
the world that we are called upcn to deal with.

So, I say to you this morning, let's go back to the
original question, the basic question: Can sweeping change
be progressive and be peaceful? ‘ '

My cwn country knows of this question. We are going
through such a change even as I speak. It began in the 1930's
and it is continuing today. I lived through the Great
Depression. I remember the tattered soldiers going down
Pennsylvania Avenue to Anacostia. I remerxber the poor who
went hungry and formed our souplines and the men and women
who searched for work that they could not find.

I remember the loss of confidence and hope, the
biting despair and fear that gripped a whole continent. 1If
ever a great nation was tempted to surrender to .authoritarian
rule, if ever free people were tempted to barter freedom for

bread, we were tempted in the United States in the early
1930's.

- Instead, by peaceful, although sometimes very
controversial means, we repbuilt our society. We shaped laws
which preserved the freedom of individuals but protected
them against the excesses of extremism. They are all so
familiar in my mind. I remember the stock market regulations
and the Stock Exchange and Securities Act. I remember the
social security that so many people feared was so socialistic,
and Federal Housing and Bank Deposit Insurance, minimum
wages, when we voted for 25 cents an hour. Many predicted
our defeat. When collective bargaining .was insured by law,
and when we rescued and saved and brought back to life the
Tennessee Valley Authority, the Agrlcuxtural Extensxon Act,
and many more.

We gave the lie in those years, and since, to Karl
Marx's theory that the rich get richer while the poor get
poorer.

Through a peaceful and a very progressive adventure,
tie poor have moved upward -- the middle class has broadened
enormously ~-- and prosperity has reached so many that we can
afford to be concerned not only about quantity but about
quality as well -- the quality of our children's education,
of the medical care of our parents, of life in our rural and
in the urban areas.

Now I would be the last to indicate that all of
our problems are sclved. Far from it. But with all the world

MORE
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watching us operate in this goldfish bowl, we are continually
striving to fulfill our promises, to live up to our expecta-
tions.

Throughout the hemisphere today, I think this same
experience is underway. Our chosen instrument is the Alliance
for Progress. It is not a recipe for instant utopia, as
President Kennedy assured you so many times in his statements
about his dreams. Perhaps only our children and theirs
will finally know whether the Alliance really wints or not.
But we are on the move. iie do know what rust be done and
we think we know how to do it.

We do know that socidl progress and economic change
uncder liberty are the only acceptable rcads to national vitality
and to individual dignity. We do know that to achieve
fulfillment a people must be free. And for people to be
free they must be educated. And to learn, they must have
bread. ' ‘

We know that risk and danger are the marks of our
time.

We know that what we do now will shape not only
this generation, but generations yet unborn.

So I am very proud that vou asked me to come here
today and I am so glad that I am privileged to be here with
you on this occasion.

A meeting like this, and like the Conference of
American Presidents that is ahead of us, does not, in itself,
change the conditions in which we live. But if it changes
us, if it renews our confidence in one another, if it inspires
us and gives us strength to carry on and continue the grueling
and challenging work that peaceful change requires, it will
have served its purpose and met its responsibilities.

END (AT 11:37 AM EDT)



THE WHITE HOUSE
WASHINGTON

Saturday, October 15, 1966

Mr, President:
I join Secrétary Rusk in recommending
that we vote for the Inter-American
Development Bank loan to Haiti for

improvement cf educational facilities, -

(i/
(Jw .,f;‘;ﬁ,fiiostow



THE SECRETARY OF STATE &

WASHINGTON

October 14, 1966

MEMORANDUM FOR THE PRESIDENT

Subject: Proposed Education Loan to Haiti

Recommendation

That the United States Executive Director of the
Inter-American, Devélopment Bank (IDB) vote in favor of a
$1.3 million education loan to Haiti.

Approve Disapprove

Discussion

The Haitian Government applied for a $1.3 million
education loan in August 1965. This loan has been thoroughly
studied by the IDB and thes United States agencies concerned
and found to be a sound proposal. A favorable vote by the
United States has been withheld for political reasoms.

We have not been providing bilateral development
assistance to Haiti through the Agency for International
Development for essentially two reasons: a) Duvalier efforts
in 1963 and before to exercise unacceptable political control
over our programs, and b) our desire to avoid any close
association with the Duvalier dictatorship. I have discussed
this loan on two occasions with Secretary Fowler. He considers
that the United States Executive Director of the IDB should
not vote in favor of a loan in the Inter-American Bank so long
as- the United States Government is not providing Agency for
International Development bilateral assistance for political
- reasons. Although I recognize that there are some disadvan-
tages in voting for this loan, I believe on balance that it
is in the national interest of the United States to do so.

—SEGREF—
Group 1

Excluded from automatic downgrading
and declassification
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I believe that we should find ways and means indirectly
" to assist the Haitian people under controls which would
avoid to the maximum extent possible any advantages to
Duvalier. We have therefore encouraged private voluntary
United States agencies to continue their activities in Haiti.
The United States has continued its participation in a
malaria control program administered by the Pan American
Health Organization. We recently approved an increase in
the CARE program in Haiti. The proposed IDB education loan
to Haiti would be another way in which the members of the
Organization of American States could provide assistance to
the Haitian people under adequate controls.

The only reason for not financing this education
project directly is that Duvalier would advertise a direct
loan as United States political support for him and ’
his type of regime. 1In this case, the multilateral Bank
provides an instrument which serves our purposes while re-
ducing the political risks.

All of the Latin members of the Board of Directors of
the IDB are prepared to vote in favor of the loap to Haiti.
The Latin Americans resent the attachment by the United States
of political conditions to loans made by the IDB. They feel,
and I believe correctly, that the policies of multilateral
financial institutions should not be controlled by bilateral
political considerations. Moreover, I believe it is in our
interest to encourage the Organization of American States and
all of its related agencies to take an active interest in Haiti
because this would put the United States in a better posture if
a major political crisis should arise there.

Haiti is the only Latin member of the IDB which has re-
ceived less financial assistance from the IDB than it has con-
tributed. The other Latin members of the IDB feel very uncom-
fortable about this situation.

E&L4L-4£&u‘»£Q_,

Dean Rusk

SEERET—



_ Saturday, Oct. 15, 1966
i 12:15 p. m:

—TCP SECRET-EYESONLY

MR. PFTSIDENT:
At la ~ Uncle is out of jail!

Nc we "1ll see. Tim' j3is first-

class if it can be pulled off in next few weeks.

W, W. Rostow

—_— T EYESUONLY
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Saturday, Octoberl5, 1966
5:45 p. m.

MR. PRESIDENT:

Herewith Secretary Rusk urges that, prior to the Manila
Conference, the U. S. should announce that for 1967,
disposals from the U. S. Goverament rubber stockpile

will be at an annual rate of 120,000 tons. This return to

the 1965 level would help three critic “ly import t Southeast
Asian countries; Malaysia, Indonesia, and Thailand.

It is the Secretary's judgment that the political and economic
benefits of this decision to the United States would outweigh

proceeds of selling an additional 50,000 tons of rubber,
i.e., $25 million.

This action is, above all, significant in connection with your
visit to Malaysia.

I am sending a copy of this to Joe Califano to give you an
independent assessment on the domestic side.

From a foreign policy point of view and from the point of view

of the trip, it would obviously be helpful.

W. W. Rostow

(cc: Joe Califano)
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THE SECRETARY OF STATE October 15, 1966
WASHINGTON

- MEMORANDUM FOR THE PRESIDENT

Subject: Your Visit to Malaysia

Although Malaysia does not contribute to the collective defense
of South Viet-Nam, and will not have been represented at the
Manila Conference, you are visiting Kuala Lumpur following the
Manila Conference because we wish to lend friendly support to this
democratic country, which is recovering well from a severe dose
of Communist querrilla warfare.

Malaysia has become something of an economic and political
showpiece in Southeast Asia, despite the drag of its troubles with
Indonesia. Its leadership is responsible and Western-oriented.
With the end of Indonesia's policy of confrontation, Malaysia's
outlook is improved. However, it still confronts serious problems
in fulfilling its five-year plan. Some arise because of uncertainty
over the future of the British military commitments in Singapore
and Malaysia upon which Malaysia's security, and the viability of
its economic development plans, depend.

During Deputy Prime Minister Razak's conversations with you,
Secretary McNamara and with me, he laid out the three areas in
which the Government of Malaysia now looks to the United States for
sympathy and support: (1) military assistance; (2) support for
Malaysia's five-year development plan; and (3) restraint in United
States Government rubber and tin stockpile disposal programs.

We do not recommend a military assistance program for
Malaysia, at this stage. The costs of Viet-Nam are obvious. Our
MAP resources are limited. We do not wish to precipitate a British
withdrawal from resporisibilities we wish them to carry in Southeast
Asia.

Last May, we participated in an IBRD Consultative Group set up
to examine Malaysia's needs in meeting the goals of its five-year
development plan. In that context we outlined amounts and forms of
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assistance we were able to offer within the limitations of Food for Peace,
A.I.D., and Export-Import Bank availabilities, in the amount of about
$100 million for the next five years. The Government of Malaysia
appreciated this expression of United States intention but was dis-
appointed that we did not offer bilateral A,I.D, loans or grants. Since
last May, developments--fund cuts and number of country limitations--
do not help make possible enlargement of our aid to Malaysia even if

the United Kingdom decides to reduce its level of support, military and
economic.

Deputy Prime Minister Razak outlined to you Malaysia's acute
anxieties over the decline in rubber prices. He mentioned that United
States Government disposals from stockpiles were regarded in Southeast
Asia as contributing to a price decline. For a combination of reasons,
rubber prices have dropped from 26 cents to 22 cents in the period
between March and October, 1966. This price drop represents a loss
of some $170 million a year of foreign exchange to Malaysia, Thailand
and Indonesia. (Malaysia accounts for 40 per cent of world production;
Indonesia and Thailand together, 40 per cent.) It was appreciated in
Kuala Lumpur that the GSA suspended rubber sales from stockpile
following Deputy Prime Minister Razak's conversation with you. The
rubber producing countries of Southeast Asia will be extremely sensitive to
our disposal policy when sales from stockpile are resumed.

In view of our unwillingness to provide military or economic -
assistance to Malaysia, Bill Gaud and I believe strongly that, prior to
your arrival in Kuala Lumpur, the Administration should declare its
intention in 1967 to dispose of stockpile rubber at the 1965 level of
120, 000 tons, rather than the March-October annual level of 170, 000 tons,
as our contribution to the stabilization of rubber prices at levels which
can yield substantial foreign exchange earnings for three critically
important Southeast Asian countries--Malaysia, Indonesia and Thailand.

We believe that the political and economic benefits of this decision
to the United States would outweigh the proceeds of sellmg an additional
50, 000 tons of rubber, i.e., $25 million.

. We believe that if this decision were made and made known before
your arrival in Kuala Lumpur, the impacét would be strongly felt in
Malaysia, Indonesia, Thailand, and noticed throughout the entire
Far East as a reflection of your concern for the welfare of Asians
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engaged in production of primary products vulnerable to fluctuations
in demand on the part of affluent societies. Rubber generates 17.7
per cent of Malaysia's GNP and 38.6 per cent of its foreign exchange
earnings. One quarter of the total Malaysian labor force works on
rubber plantations. Rubber trees represent an investment of almost
$1 billion, or four times investment in industry. -

Recommendation:

We recommend that, prior to the Manila Conference, the
United States Government should announce that for 1967 disposals
from the United States Government rubber stockpile will be at an
annual rate of 120, 000 tons.

Approve Disapprove

Do te

Dean Rusk
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EXECUTIVE OFFICE OF THE PRESIDENT
BUREAU OF THE BUDGET
WASHINGTON, D.C. 20503

OFFICE OF
THE DIRECTOR

October 15, 1966
MEMORANDUM FOR THE PRESIDENT

Subject: Reduction in Cotton Price Supports

In the attached memo, John Schnittker asks your approval
for a %¢ cut in the support price for cotton.

I concur.

The cotton program is a direct payment program. We make up
the difference between the support price anda higher price
to farmers by direct subsidies.

Consequently, many farming interests want a cut in the
support rate -- it lowers the market price and sells more
cotton.

Poage and Whitten want a l¢ cut. The State Department wants
no_cut (primarily because it would reduce world prices and
Latin American earnings from cotton exports).

We agree with Agriculture -- but don't feel strongly about
it.

There are onlv nominal budgetary consecuences. A lower
support price forces us to increase our direct subsidies.
But it also allows us to sell more cotton out of CCC stocks.
The two effects more or less cancel. '

The lower support price would help a little on the anti-
inflation front. Although textile mills haven't yet passed
along the earlier cotton price cuts, Gardner Ackley tells
me that the textile market is weakening some -- and this

might help.
Plontss A, Sclud

Charles L. Schultze
Director
Attachment
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‘DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON
October 1k, 1966
MEMORANDUM

/

To : The President ,x ; ./ﬁ
/

)44

From : Acting Secretary f"",uk) L/( Lyt Vﬁiz{iizd_J

Subject: Price Support Loan Levelé/or Cotton for 1967

In the first year of the new cotton program we have cut cotton
production by 29 percent, will reduce cotton stocks about 4 million
bales, and will increase cotton exports about 2 million bales.

‘To continue these gains &@nd to follow the intent of the Congress,

we propose to reduce the price support loan for 1967 by one-half

. cent —— to 20% cents per pound.

This small reduction will increase our costs slightly becsuse of
unwanted rigidities in the law. We believe it is necessary, how-
ever because of leglslatlve history and to better compete with
other fivers.

It will have & modest adverse impact on our Latin American neighbors.
But it will be attacked by Congressmen from Cotton States as only
nominal compliance with the spirit of the law. Mr. Poage and

Mr. Whitten expect at least a one-cent reduction in the loan level
each year (1967 to 1969) and almost wrote such a requirement into
the law. Announcement of the support level needs to be made soon.

The position of the Secretary of State as drafted for us by State
in order to put this question to the President is shown below.

We have discussed his position in detail with Assistant Secretearies
Solomon and Gordon.

The Stete Department believes the support price and the export
price should not be reduced for the next crop year for the
following reasons:

1. The existing- programfls—ach1ev1ng"itanobjQGtmxeéﬁ
U.S. exports up to 5 million bales in crop year
1966-67, against 3 million last year; lower .U.S.
production; slightly lower, instead of increasing,
foreign free world production; and a reduction of
U.S. stocks from 16.8 to 13.0 million bales. &
see-ng resson;io.believe thetthesertrends -willd

-not’ dontinugm;ngxhg&abgqug -of-a. fﬁi%herﬁpricggu
~reductioh.

v o

e e
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Action:

‘1.

2.

2 -

Afprlce‘reductlon would increase U.S, cbudgetary Py
costsand.dould.hurt. the U;S.: balance OF- paymentsdga
g}lghtly.a

Aihalf:céﬁt*f'p‘fi‘.'ééi“z’iéa’ii'c%;:f; on Would reduce Latinme
American-esrnings” from ‘cotton exports by over. R
13 million dollars at a time when U.S. Congres-

. sional aid cuts and lower P.L. 480 availabilities

are forcing a reduction in U.S. development
assistance to Latln America in 1967T.

Thezeleven: Latln Americancotton exporting ‘countrieg,
led by Mexico, would- renew their: protests ‘and would
make -our- cotton policy.a major issue both beforéw“
and et-the-Latin- Americen Sutmit méeting next
spring,’ arguing that it contradicts our declared
policy of helping their development through trade

as well as aid.

Go ahead w1th » cent drop in the price support
loan. '

Hold the price support loan at the present level.




Saturday, October 15, 1966
5:45 p. m.

MR, PRESIDENT:

This "~ . excellent document from State.
They rarely do what they have done here;
that is, set down briefly and lucidly the major
issues involved in a bilateral -- in this case
the bilateral issues you will confront in the

‘' . countries you visit on the Asian tour.

¥ 1" 11l have copies of this aboard Air Force One,
but y | may wish to look at this tonight.

W. W. Rostow

SECRET attachment
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THE SECRETARY OF STATE
WASHINGTON

—SECRET—~ October 14, 1966

MEMORANDUM FOR THE PRESIDENT

Subject: Matters of Substance for Your Country Visits .

You will be supplied daily with material covering the
successive country stops. This will give detail on leading person-
alities with whom you will be talking, topics that may come up, and
suggested positions. This memorandum is a shorter summary,
for your personal use, of those key items that may require your
personal attention and some review of the detail with me prior to
your talks. I have also highlighted sensitive issues that may not
be raised in high~level conversations, but of which you should be
aware.

This memorandum does not cover the question of your
speeches and statements. Drafts of these will reach you through
your own staff, on the basis of materials prepared by the Department
and your staff.

In looking at each visit, we have all tried to find special topics
on which you could make new proposals or offers of assistance that
would be consistent with our interests apart from the trip. Items of
this sort will appear in the speech material, but by far the most basic
issues concern military assistance for Thailand and the question of .
our rubber stockpile disposal policy for Malaysia, Both of these
would be critical in any event at this time, and the handling of them
could have a great effect on the atmosphere of your visit to each of
these two countries. They are covered in more detail in separate
papers sent to you.

I have arranged the material in separate pages for each cduntry.

W

Dean Rusk



~SECRET—

I - New Zealand

There are no difficult issues outstanding, and we do not
expect Holyoake to press you on anything. However, you should
be aware that there is long-standing concern in New Zealand
over our tariff and quota barriers on the import of major New
Zealand agricultural products, particularly butter and wool. We
have in mind some possible measures of relaxation, which,
however, cannot be considered from a political standpoint
during the period of your visit. I recommend that if this topic
is raised you indicate that we are aware of the problem and will
look to see what we can do.

You should also be aware that New Zealand has a serious

. balance of payments problem because of high import levels of
finished goods and industrial raw materials. Along side Vietnam,
this is the major issue in the New Zealand election. New Zealand
concern on this topic is not directed primarily at the US. However,
you should be aware that we gave them balance of payments relief
last July by entering.into a deferred payment deal of approximately
$25 million of military equipment that New Zealand agreed to buy
from us at that time. We of course benefited from this sale from
every standpoint, including our own ultimate balance of payments
as well as getting New Zealand as a steady customer. New
Zealand for its part agreed to sterilize our loan so that it did

not adversely affect our own balance of payments. Holyoake may
thank you for our cooperation on this deal. Another $50-55 million
of credit sales for combat aircraft is under consideration; time

is running out on the production schedules of these, and you could
well jog Holyoake on this.
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II - Australia

There are no difficult issues outstanding in our relations
with Australia, and I am sure the whole atmosphere of the visit
will be excellent--although there may of course be some
demonstrations. All forecasts have Holt winning his election
easily, aided by the continued death wish of the Labour Party.

Although this will probably not come up in official conver-
sations, you should be aware of one current irritant. This
concerns a U.S. Navy contract for certain communications and
navigation facilities related to Polaris deployments. The
contract was awarded three years ago to the low bidder, an
American firm named Hardeman, which proved to be incapable
and left a trail of failure to meet deadlines and general poor
performance. The Navy then allowed the contract to pass
effectively into the hands of a respectable Australian company
named Concrete Industries. This company has done its best,
but has incurred substantial losses because of the legacy of
Hardeman's poor performance. Ambassador Clark has been
personally involved in sorting out the facts on this, and six
weeks ago the Navy sent a special team to see if Concrete
Industries was entitled to some relief within the terms of the
contract. Hearings on this problem are due to start in Sydney
on October 17, and the case has attracted wide public notice.

- We believe the Australian Government is satisfied that the

- Navy is doing all possible to produce an equitable answer, but
you may well be hit on this subject in private conversations,
if not by the Government itself.
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I - Philippines

The Marcos visit covered all aspects so thoroughly that
you should find Marcos quite content with the result and with
little on his mind on our bilateral relations. He may raise such
topics as delivery time for the engineer construction equipment
for the five battalions, and you could simply indicate that this
is being pushed forward as hard as possible.

The various loan and PL-480 projects covered in the
communique with Marcos have all gone along reasonably well.

As to dollar figures, you should be aware that Marcos
and his people have put out such figures as "a half billion" as
the amount that will be coming to the Philippines as a result
of the Marcos visit. This is of course way in excess of the
total of approximately $100 million which would be reached by
adding every single item on the list--economic aid, military
ald, and the first year cost of veterans benefits and the two
claims. The Filipinos have latched onto the ultimate actuarial
payout on veterans benefits ($425 million by our calculations),
and are also inclined to throw in World Bank loans ($40 million)
. and all their private lending commitments now outstanding.
This kind of "numbers game" is regrettably an old Philippine
institution. I would recommend that if this subject comes up
at any point, you avoid numbers completely and simply say
that the undertakings in the communique speak for themselves.



SECRET

IV - Theiland

The substantive issues for your Thai visit--and indeed for
your talks with the Thai at the Manila Conference--are more
serious and emotion ~ridden than at any other stop.

First, there is pressure from some high Thai quarters for
an extended or new U.S. commitment. We cannot give this, but
we can offer some kind of reassurance that will not go beyond
our commitment but will specifically relate it to any Communist
threat to Thailand that results from the Thai bases. I will have
more detail on this for discussion with you before the major
meetings in Thailand. For purposes of the Conference, I
suggest simply listening and saying that you will be prepared to
discuss it further when you reach Bangkok.

A related issue is the Thail sensitivity to criticism, by
Senator Fulbright in particular. They would like you to dissociate
yourself publicly from Senator Fulbright. I think this can be
done adequately without taking on the Senator frontally.

Second, there is the difficult issue of the level of military
assistance. Secretary McNamara and I have not been able to
agree on the level, and this is covered in separate memoranda
sent to you this week. We do both agree that a decision on the
level should be made and communicated to the Thai during the
visit. '

There are no other serious issues. The over=-all AID cuts
are going to compel us to reduce the AID program from a planned
$53 million to about $40 million, but we can handle the deferred
items by funding next July so that little impalrment should result.
Generally speaking, the AID level has much less impact in the

.specific political sense than the military assistance level,
although of course it is equally crucial to the whole Thal effort.

For background purposes, you should be aware of one
economic aspect--that the Thal now have a very strorg balance
of payments reserve situation.. US spending in Thailand (now at
the rate of $125 million a year) has contributed to this result. It

will be entirely in order for you to mention to the Thal your

_SECRET-
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awareness of this situation and to point to the difficulties that
further increases may create for both of us, especially in
presenting assistance programs to the Congress next year.
The Thai problem, as an economic fact of life, is that they
cannot raise tax revenue at anywhere near the rate that their
reserves increase, although they are managing a 27 percent
increase in their over-all budget for this year. What they:
are doing already, and perhaps could do in additional ways,
is to cooperate with us ‘on our own balance of payments problem,
and to increase imports that could be used effectively for
their development program. ‘
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—SEERET
VI - Korea

There are no serious irritants in our relations, and I doubt
if Park will press you hard for any new commitments. Neverthe-
less, the following topics could well come up:

1. On MAP and AID levels, we are operating under a supple-
mentary commitment to keep the dispatch of Korean forces to
Vietnam from impairing Korea's military security and from
damaging the Korean economy. In practice, this has meant sub-
stantial increases, and the deferment of transfer of MAP items
to the Korean budget. The deal was a reasonable one, and we -
have lived up to our part of it, although there are opposition
elements in Korea who sometimes assert otherwise. On this,
you need only reiterate the general commitment. (The underlying
fact is that MAP and AID over-all cuts will give us serious
problems, but we do not wish to discuss this with the Koreans
yet.)

) 2. On cdevelopment lending, your May 1965 communique with
Park provided for $160 million in development loans over the next
2-3 years. The Koreans have put it out that the period was two
years, and in fact we have obligated $107 million and-~-but for the
recent AID cuts--would expect to obligate the full $150 million in
that time, since the Koreans have shown good planning in turning
up good projects. However, AID now thinks it cannot go up to

$150 million by this spring because of the Congressional cuts.

This need not be disclosed to the Koreans, and our standing
position has been that we would complete the $150 million as
repidly as possible and would then be prepared to do more develop-
ment lending as the right projects appeared and were approved on
both sides. This position applies to any Korean suggestion pitched
in terms of support for their five-year plan, or for a specific
commitment on further development loans.

3. On US troop levels, part of the deal on getting major
Korean forces to Vietnam was our undertaking not to reduce our
troop level without prior consultation. They may ask that this be
reaffirmed, and you could do so, probably even in one of your
public statements. '






October 15, 1966

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Letter to the Vice President of the Republic of China

C. K. Yen, Vice President and Premier of the Republic of
China, will pay an informal working visit to the United States
December 13 and 14. You have agreed to receive him on the 13th.

Especially since you will not be stopping in Taipei on your
trip, we want to show Yen every courtesy. We need Chinese
cooperation in problems sure to arise in the '""China tangle' in the
future, and it iz in our interest to enhance Yen's own prestige in
his government.

State has proposed, and I recommend, that you sign the
attached letter to Yen.

W. W. Rostow

Attachment







MEMORANDUM

THE WHITE HOUSE Saturday/1:35 pm
LA WASHINGTON October 15, 1966

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Letter from the King of Nepal

You have a rather odd letter from the King of Nepal (attached)
which has been some weeks in getting here, We are not ready to
send the substantive reply the letter requires, and it's not urgent,
Besides, the King is leaving Monday on’a six-week trip to the
Middle East and Europe,

So rather than try to rush through a half-answer today, I
recommend having our ambassador deliver a simple holding
message like this:

"I have received your letter and am looking carefully
into the matters you raised, Since both of us are about
to leave our capitals on important trips, I will reply in
detail when I return so that we can both give these prob-
lems the unhurried consideration they should have, My
best wishes to you for your journey,"

- @mﬂi@ stow
Approve /

Disapprove

1
e



Ropul Palace,

Rathmandu,
Nepal.

September 8, 19606.

Your Excelloncy,

Although I have not been able to revisit your b
magnificent country since 1960, I recall with grea
pleasure my last visit To the United States of fme

k¢t

icz.

I =m taking the liberity of addressing Your :
Ixcellency on o subjcet which ls vitald feox the i
oconomic well-being ond a long torm dovolopment of my
country. o

I hod mentioned thls project in ny conversatlons
with the then President of the United States of lmerica, |
Mr» Dulgat Do Disenhower. He wan Xind enousgh to exent ... |
his personal goodwill in this behalf and as & result of
the President®s gracious efforts, the finzl report on
the hydro-clectric development of the Karznali river
has been prepared by the Unlited Faltions Davelopment
Programme with the Public Law &80 loecl currency
acslstance of tho USAID.

Lhic 4o @ big nroject involving an initial
Investment between ¥ o threo Inmdrod million US
dollars. Incpito of our best offorts to do so, Nepal
at 1ts prescnt stage of econcmic development, is net in

o position to ralse this sum from its own internsl -
resources, It is for this reasen that we have to s2zk

- assistance from friendly countriez like the Unitcd Stotecs
and international organisations, for this projects

S

s S avee  goms g e

Beforo embarking on this project, my governmendt
Lecl that the first essontlal oton is o malke o
Indepoendent ovaluntion of the tochnical ond finaneiol
gopeets of the report by hichly competent and qualifilod
oxperts In ordor o fully ascertain its borkaoble ;
prospects, It is our feeling that if the UN Developmend |
Programme. and the IBRD cculd be assoclated now for th '
correct evaluation of the wcport with a view to renfor
possible assistance abt successive stages, it would be
helpful for the development and utilisation of the

iR

B

v &
e
i

His Excellency Mr Lyndon B, Johnnon,

President of the United Siates of America.

The White House, B

Wasghington, D.Ce , !
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Lrmenso hydirological potential of the Karnali river
Lfor the good of the countiy.

In view of the continued interest showa by the
United States Government for the economic development
of Nepal and in consideration of Your Excellency's
personal goodwill for the raplid development of this
regiony I shall be grateful if you could kindly find
some time from your extremely busy schedules, to enlist
the support of the President of IBRD in this vital
PLojeete - i :

L an ¢lad to state that the USAID and Pcaco
Corps voluntecrs have been helpful in the development
of my country. At the same time I would like to
point out that ways and mcans should be sought out to
completo mutually agreed programmes abt an accelerated
specd and alvays in time; that all fmerican friends
in Nepal must be cxplicltly ©toldvappropriate
authorities to assiduously avoid and refrain from acts,
directly amd indirectly, of interference in the
internol affairs of the host cocuntzy. L4nother item
which will te greatly approciated by Nepal is depositing
by the United States AID of the Public Law 480 funds
appropriated Lor Nepal in the country itselfs K

The Vice-Chairman of &y Council of Ministers
and Poreign Ministers is personally taking this
letter for Your Excellency and he will be glad to

‘explain further our view points on matters of mutual

interest. May I cxpress to Your Excellency my best
wishes for your peronal well-being and happiness. .

With best regards,

Yours sinceroly,

__GUIENDRA, R.)

4

et
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October 15, 1966

COMNEIBENTIAL

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Intercession with Congressman Morgan on Viet-Nam
Benefits Bill

State has made strong efforts without success to secure action
by the House Foreign Affairs Committee on S-3247, which provides
benefits considered essential for the morale and recruiting of civilian
personnel for Viet-Nam. . ‘

The Bill has passed the Senate but languishes in the House
Committee, apparently because of Congressman Wayne Hays' annoyance
that his own bill was tabled in the Senate Foreign Relations Committee
and his key provisions tacked on to the Senate Bill,

Under Secretary Katzenbach tried to persuade Morgan to over-
ride Hays'® objections, but as of this morning this has not been done.
State believes that only a call from you to Mprgan is likely to get action
on the Bill at this late date.

State considers, and I agree, that the importance of the legisla-
tion warrants a call from you before departing on the trip.

A summary and copy of the Bill are attached.

W. W. Rostow
Attachments
Call will be made

Call will not be made
See Me
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October 14, 1966

MEMORANDUM FOR THE PRESIDENT

The Atomic Energy Commission, with the concurrence of the Depart-
ment of Defense, has requested your approval to initiate expenditures
in connectit with an experiment to be conducted by the AEC for the
Advanced Research Projects Agency as part of the Vela Uniform
nuclear test detection program.

The STERLING event will be in ° ded in the AEC request for Presidential
approval of the remainder of the second quarter underground test program
and be given the usual detailed review by your Review Committee on
Underground Nuclear Tests and by Dr. Hornig's office prior to being
submitted for your final approval. However, in approving the overall

FY 1967 test program last June, the AEC was instructed to obtain

specific approval before any — ~‘or expenditures could be initiated in
connection with any test for execution off the Nevada Test Site. There-
fore it is necessary to obtain approval of ¢ 12’ preliminary expens¢

for STERLING so that AEC can proceed with necessary work.

I recommend that you approve the AEC request and authorize me to
sign the attached memorandum to the Chairman of the Atomic Energy
Commission.

roved W. W. Rostow

Disapproved

See me
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THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE CHAIRMAN,
~U. S. ATOMIC ENERGY COMMISSION

SUBJECT: Authorization for the Proposed STERLING Event

The President has noted the request contained in your letter

of October 7, 1966 for authorization to initiate major expend-
itures in connection with the proposed STERLING experiment.
It is noted that the test is scBeduled for execution in December
at the site of the SALMON event near Hattiesburg, Mississippi.

The President has approved your request.
Authority to conduct the experiment should be obtained as
part of your authorization for the remainder of LATCHKEY II,

the second quarter 1967 underground test program, of which
the STERLING experiment will be a part.

W. W. Rostow

TR e e e g s I SO TR Y N
R .




36

UNlTéD STATES
ATOMIC ENERGY COMMISSION

WASHINGTON, D.C, 20545

qey

O

[P

Dear Mr. President:

Reference is made to my letter of June 6, 1966 and Mr. Rostow's
memorandum of June 27, 1966 concerning the FY 1967 underground
nuclear test program.

The purpose of this letter is to seek specific approval for major
expenditures in connection with the proposed STERLING experiment
and to request your authority to conduct that experiment as
presently planned. This underground test is now scheduled for
execution in December 1966 at the site of the SALMON event near
Hattiesburg, Mississippi. : '

STERLING, a Department of Defense sponsored event, is being
conducted by the AEC for the Advanced Research Projects Agency as
part of the Vela Uniform nuclear test detection program.

A device with a 350-~ton yield will be detonated in the SALMON
cavity at the Tatum Salt Dome to determine how shot-generated
cavities decouple. Calculations show that the STERLING event
can have a decoupling ratio as high as 160 or as low as 20
depending on the physical properties of the salt surrounding the
SALMON cavity. Assuming a conservative decoupling ratio of 20,
the ground motion from STERLING can be expected to be about 1.5
percent of the SALMON values. Ground motion in Hattiesburg and
the communities surrounding the site should be imperceptible,
although some slight motion may be felt in areas near the site,
‘Damage to structures is considered extremely unlikely. Con-
sidering the low yield and great depth of burial (2700 feet) no
problems are foreseen in the containment of this event.

i request for authority to expend the necessary special nuclear
naterials to conduct STERLING will be included in the program
request covering the test period.

~d

\&







Friday, October 14, 1966 -- 8:00 a.m.

Mr. P: sident:

In planning the operation of my shop in your absence, I require yo
guiC ce on ““’s point: What arrangements should be made to keep the
Vice President informed?

Make available full flow of traffic to and from Presidential party?

Yes No

“tep Vice President informed of issues arising that will not be sent
out for your decision but held awaiting your return?

Yes No

I assume the Vice Presic’ at°~ access to “* » normal flow of cable
traffic and gets regular intelligence briefings.

W. W. Rostow

WWRostow:rln




Feldzy, Det, 14, 1946
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October 14, 1966
Friday

Mr, Prest® “:

In response to your offer for assistance for Hurricane Inez
victims, the Mexican Government yesterday officially asked
us for hellcopters to rescue people in flooded areas beyond
Tampico.

Nine helicopters are on thelr way to Tampico. A tanker plane
is also enroute to provide fuel for the operation,

This is all the assistance that Mexicans have requested so far.

W. W. Rostow
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Thursday, October 13, 1966
2:30 p. m,

“‘r. I :=sident:

Herewith (unsolicited) a statement
from the Department of Agriculture of the
case for going ahead with the I'" 480
agreement with India. The most important
point made is that Indian fooc ~~'ces ‘e
T T 1T 0T bvery ply as
efforts are made to stretch the limited
remaining food supplies until the harvest
begins in late November.

W. W. Rostow

WWRostow:rln
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MEMORANDUM -

THE WHITE HOUSE

WASHINGTON

Thursday, October 13, 1966

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Reply to Joseph Curran's Telegram of Support
for Vietnam Pohcy

For your signature is a gracious reply to Joseph Curran
whose telegram to you expresses the strong support of his
National Maritime Union for our Vietnam policy. Union
members have pledged themselves to keep the Vietnam

sealift going,
wmostow

Attachment
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THE WHITE HOUSE

WASHINGTON

Dear Mr., Curran:

I was gratified to receive your telegram of October 5
expressing the continuing support of the National
Maritime Union for our country's purposes in Vietnam,

We have charted a course in that troubled land that
cannot be otherwise if we are to keep faith with our
own firm commitment to the independence of nations
and their self-determination, We will not deviate
from that course; we can and must persevere,

The brave American men who are dedicating their
service so that the Vietnamese may freely govern
themselves will draw renewed strength from your
resolution and your determination to maintain the
Vietnam sealift,

I want you to know that continuing support from the
National Maritime Union will equally help sustain me
in the difficult decisions I must make affecting our
nation's security.

With my best wishes,

Sincerely,
Mr, Joseph Curran
President
National Maritime Union of America
AFL-CIO

36 Seventh Avenue
New York, New York



165 00T 5 P 8 40
WAO77 PD
NEW YORK NY 5 NFT

THE PRESIDENT

THE WHITE KOUSE -
THE FOURTEENTH NATIONAL CONVENTION OF THE NATIONAL MARITIME

UNION TODAY ADOPTED RESOLUTION DECLARING THAT ABANDONMENT
| OF SOUTH VIETNAM BY OUR GOVERNMENT OR THE ACCEPTANCE OF A
CEASE FIRE WHICH DOES NOT FULLY PROTECT THE INTEGRITY OF SOUTH
VIETNAM AND THE RIGHT OF ITS PEOPLE TO FREELY GOVERN THEMSELVES

VILL INVITE EXPANDED AGGRESSION THROUGHOUT SOUTHEAST ASIA, AFRICA

A,

Y. U

oFM BOS PR
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AND SOUTH AMERICA. THE RESOLUTION CALLED UPON THE U.S. GOVERNMENT
TO CONTINUE ITS EFFORTS TO ACHIEVE A JUST AND HONORABLE‘PEACE

IN SOUTH VIETHAM AS MANIFESTED IN YOUR ACTIONS TO DATE. THE
RESOLUTION FURTHER PLEDGED THAT Psupxns THE ATTAINMENT OF THAT
'GOAL, THE NATIONAL MARITINE UNION AND ITS MEMBERS VILL DO ALL
WITHIN THEIR POWER, WHATEVER sacn:r;bzs ARE REQUIRED TO KEEP

THE VIETNAM SEALIFT AND TO SUPPORT OUR GOVERNMENT®S EFFORTS

IN EVERY UAY POSSIBLE, I AH HAPPY TO INFORM YOU OF THIS ACTION

OF THE NATIONAL MARITIME UNION AND TO ASSURE YOU OF OUR CONTINUED-

SUPPORT IN THIS DIFFICULT STRUGELE TO PROTECT THE PEACE AND

FROM THE WORLD 4
JOSEPH CURRAN PRESIDENT NATIONAL MARITIME UNION, ;>'Az77u9b°¢ﬂ-
A9L-C/o
3¢~ TH A
7. ;y,

Y, us
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Thursday, October 13, 1966, 3:15 p.m.

i
MEMORANDUM FOR THE PRESIDENT j
SUBJECT: Generating Support for Foreign Aid, and Your Meeting
this Afternoon with Eugene Black

enough public support to turn around the Congress, Jim Perkins had a dinner dis-
cussion with George Woods and three of the principal Committee members: David
Rockefeller, Gene Black, and Dave Bell.

After you reminded the Perkins Committee that your major aid problem is to get !
i

Perkins tells me they concluded that:
-~- the = 1iin assignment of their Committee has been to advise on policy;

-- this function should be kept separate from an organized lobbying
effort;

-- there is very great need for an effective private lobbying organization.

~= the best first step would probably be to energize the virtually dormant
Linowitz Committee by appointing a high-powered man of stature and
visibility to succeed Sol Linowitz as chairman. (They talked about
Rutly Peterson of the San Francisco Bank of America, Ben Heineman,
David Kennedy, and Stewart Saunders -- in that order of preference.
Perkins et al believe that Peterson would be first rate ~- and think he
would do it if you ask him personally. )

Question: Do you want us quietly to encourage Perkins, Black, Bell, Rockefeller --
and perhaps Mac Bundy -- to suggest a plan for a political-action organization in
support of foreign aid?

I think all of your advisers are agreed that a big outside effort is essential if we

are to get off dead center -- or even to protect the present minimum program. On
the other hand, an energetic lobbying operation would put pressure on the Administra-
tion, as well as the Congress, to come up with more aid money. (We may not be able
to get anyone of stature to take on thejjob without a Presidential assurance that we
will welcome such pressure and will try to be responsive.)

I understand that Black will be in to see you this afternoon -- you may want to talk
with him about this. You might also want to get his advice on people. (He told
me he thought Peterson would be a ten-strike.)




-2-
1f, after talking with Black, you want us to encourége this, I will explore with

Perkins, Bundy and Bell how we might proceed. (If you want to do this, we
should start the ball rolling while you are in Asia.)

Francis M. Bator

Go ahead and have them work up a plan
Do nothing

Speak to me

% o% ok

Have Black sound out Peterson

Speak to me

FMB:mst




MEMORANDUM ' ,‘3/¢

THE WHITE HOUSE

WABHINGTON

Thursday, October 13, 1966
—FOP-SEGRET 1:30 p. m, . :

MR. PRESIDENT:

Here is a Fact Sheet about the situation in the DMZ; a map; and a
JCS assessment of the threat,

It comes to this:
-~ We have engaged the North Vietnamese 324B Division at the DMZ;
-~ Behind that Division in North Vietnam is the 341st Division;

-- We suspect other major units could join the battle, but have no
hard evidence that they will;

-- The JCS concludes that the North Vietnamese buildup immediately
north of the DMZ constitutes a direct threat to our forces in the
First Corps area and two northern provinces;

-- Thus far our ground and air attacks have prevented a major enemy
offensive from developing;

-- The JCS, however, remain understandably concerned and consider
it "imperative that all available military assets be utilized to
include the addition of naval gunfire in this critical area'' to forestall
or deal with the threat,

You should know that there is some uncertainty in the JCS as to whether
a major ground offensive is impending, notably after the damage done to
the North Vietnamese 324B Division, They want naval gunfire (and some
of them, close-in naval interception of seaborneée supplies) as insurance,
If I had their responsibility, this is what I would also propose. On the
other hand, the threat of major offensive action is not now so firmly
established that the political arguments against the use of naval gunfire,

etc., need be overridden. : .
: \y\}.&p.iostow

~+OP SEGRET-TRINE attachment
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COPY

—FOR SECRET

JCS Assessment of the Threat

l. The Joint Chiefs of Staff conclude that the current enemy build-up
in Quang Tri Province, the DMZ, and North Vietnam immediately north
of the DMZ constitutes a direct threat to US/FW/GVN forces in First
- Corps and the security of Quang Tri and Thua Thien Provinces.

2. Thus far, US strategy of spoiling attacks in anticipation of
enemy offensive moves has proven effective. To date enemy effort has
been detected and successfully defeated in various operations in both First
and Second Corps. The combination of US/FW/GVN ground forces supported
by intensive strike and B-52 air support has prevented the enemy from
seizing the initiative, so far. However, as noted in the intelligence
assessment above, the enemy retains considerable offensive capability.

3. The Joint Chiefs of Staff conclude that the capability of US/FW/GVN
for1 :s normally deployed in the area may not be sufficient to counter the
enemy threat. Contingency planning to reinforce the Third Marines area
with in-country forces are in-being., Portions of this plan have been
implemented which have redeployed US Army forces to Da Nang. It may
be necessary to redeploy additional units in-country to provide necessary
security, flexibility, and additional support for those forces presently
engaged in First Corps. The Joint Chiefs of Staff consider it imperative
that all available military assets be utilized to include the addition of
naval gunfire in this critical area.



s

Thursday, October 13, 1966 -- 11:35 p. m.

Mr, President:

In the attached memorandum to me Linc Gordon raises the question
of the tir °ig of the visit of President Frei of Chile and its location,

It appears that Frei would "be equally satisfied with -- and would
probably prefer -- an informal visit to the LBJ Ranch rather than a
ceremonial visit in Washington. "

= :h
Washington

See e

As for timing, Linc raises with you the possibility of a December 10-15
quick trip to Latin America. He is aware that you are unlikely to decide
positively now. If you wished, however, to keep it open, we could schedule
the Frei visit in Janauary. Otherwise we would proceed with November.

Schedule Frei in November

S ' “ile FreiinJa vy

See me

W. W. Rostow

WWRostow:rln
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Octaber 13, 1966
WI Lo ;"L
PROPOSED PRESS RENERSE-

I have asked Ambassador Ellaworth Bunker as one of his assignments
in his new post as Ambassador-at-Large to review proposals which have
been made for a desalting and electric power project in Israel. In making
this review, he will study these proposals in relation to all aspects of |
Israel's water problem.

Ambassador Bunker has had a long and distinguished record in the
service of our country, He has engaged in difficult negotiations during
both President Kennedy's administration and mine, Most recently he
has done outstanding work in the Dominican Republic as our representative
to the Council of the Organization of American States, I am easpecially
pleased that he has agreed, as one of his new duties, to work on the complex
subject of desalting which holds so much hope for the future of mankind.

On February 6, 1964, I stated in a speech before the Friends of
The Weizmann Institute in New York City that we were beginning diacussions
with representatives of Israel on cooperative research in the field of
desalting, During Prime Minister Eshkol's visit that June, we outlined
a program. Since that time, our two countries have completed a 14-month
study of the technical feasibility of building a nuclear-fueled desalting mmnd
c;ylect‘ric power plant capable of producing, by the early 1970's, 100 million
éaudm of fresh water daily and 175-200 megawatts of electricity.

From the beginning, the U.S, and Israel have viewed their explorations

3
1

as bart of world-wide cooperation undertaken to solve the problem of




-2
scarcity of water. I said in my speech to the Frien®  of The Weizmann
Institute that the knowledge and experience obtained from all our
programs in s field will be available to all countries, and I have
repeatedly said that the US is equally rgady to cooperate with other
countries in solving water problems. The International Atomic ~aergy
Agency has participated in the US-Israeli studies.

The United States continues to press its own research and
development work in this field, The world's largest nuclear-fueled
desalting and electric power plant is scheduled for construction in the
Los Angeles area. We have asked Congress' approval to share in
constructing this plant. Ultimately it will produce 150 million gallons

of fresh water daily and 1800 megawatts of electric power.







Thursday, October 13, 1966
1:00 p. m.

Mr. President:
Herewith Gene's reply (Tab A),

at your request, to Averell's
propositic— (Tab B).

W. W. Rostow

TFOPS"CRET

WWRostow:rln







LGP SFCRET
=2

I presume we all agree that the Russians dislike the’
Germans. But can an advanced nation of‘'nearly 200 million
really fear one of 60 or even 75 million? 1In any event, I
should advise against going beyond the President's position
on proliferation which I undexrstoed to be (1) that he cannot
give up control of our own weapons, and (2) that we should
not exclude the possibility that fundamental alliance solutions
of the nuclear problem may someday become desirable,

_ A policy on our part of tightly embracing Germany (or
a federated Europe including Germ: y, if one comes into
being) within a more closely=knit Atlantic system should do
much more to satisfy legitii : F ian security concerns
than a public funeral for M On that point, our security
interests and the Russians' .are identical.

f Sov® t='"m" a duopoly of ultir e power, which
ended the Suez affair and the Indian~Pakistan war, is fading.
A major task of our diplomacy, as I see it, is to organize
a.coalition which can replace that duopoly as a peace=-
keeping influence, and effectively join us in our present
job as the world's chief policeman. 1In that perspective,
while we should make every reasonable effort to persuade the
Russians to try, it might be preferable if the war in Vietnam
were brought to an end by other midwives ==~ Japan, or France,
or Britain, or the Vatican.

It is a good sign that a race is developing to see who
will be the intermediary.

If I understand the comment in Mr. Katzenbach's second
paragraph, I disagree. We shall not succeed in getting other
policemen to join us in enforcing the law against aggression
until the Europeans, including the Soviets, Japan and India
come to agree with us that the problem of peace in Asia and
Europe is one problem, not two. I am encouraged by reports
from New York that both Eastern and Western European governe
ments are beginning to understand the fundamental necessity
for our stance in Vietnam.

POF-SEERET—
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In sum, I believe that we will have to agree on some
arrangement affecting Germany if we are to induce Moscow to
act in Vietnam. I recognize the political difficulties in
Germany at the present time, but our interests are so
overwhelming to get the war over in Vietnam, that I cannot
help but feel we should move as rapidly as feasible.

I hope that there will be an opportunity for you to raise
this subject, or at least touch on it, in your talk with
Gromyko. It may require discussions with Soviet leaders in .
Moscow before an understanding can be worked out. But the
stakes are so great in ending the fighting in Vietnam, that
action along the lines outlined above is highly desirable.

CLoen 00

W. Averell Harriman




Wednesday, Uetober 12, 1966 =« 5005 p. wo,
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