Thursday, May 18, 1967

MEMORANDUM FOR THE PRESIDENT

The State Department has been holding informal discussions with the Italians
about a broad agre¢ ~ * for cooperation in scientific activities. The
Italians started the talks because they are interested in strengthening their
bilateral relationships with us on these matters and we have responded
because of certain attractions we can see in having a broad "umbrella®
agreement with them that would serve both scientific and foreign policy
purposes.

Last November Professor Vincenzo Caglioti, the President of the National
Research Council of Italy, and some of his associates visited Washington
and a specific draft agreement was discussed. However, it was agreed
that signing should be deferred until specific projects could also be
announced.

Several collaborative projects are now ready for initiation and final prepa-
rations are being made to conclude the agreement. Present planning is for
an agreement to be signed in Washington early in June with the Under
Secretary of State and Dr. Hornig signing for the U.S., and Leopoldo
Rubinacci, the Italian Minister for Coordination of Science and Technology,
signing for Italy. It is also contemplated that certain members of Congress
will be participating in the signing ceremony.

This sort of "umbrella' agreement, not restricted to specific fields of
science nor to specific agencies or institutions, represents for the U.S. an
innovation in the conduct of international science relations. Copies are
enclosed of the draft agreement and the guidelines developed for the
Executive Agency that will coordinate this program on the U.S. side (it is
intended that the National Science Foundation serve as the U.S. Executive
Agency). Both the draft agreement and the guidelines have been favorably
reviewed by the Federal Council for Science and Technology.

Because of your str« 3 interest in maximizing international cooperation °
scientific matters, the State Department would like to determine the extent
of your interest in associating the White House with the signature of this
agreement. In view of the fact that this may be the first of a number of



similar agreements to be signed with other countries, and the current
demands on your time, I recc ~ 3nd that the ¢« remony not be held at the
White House but that an appropriate Presidential greeting to the signers
might be prepared for release at the ceremony at the State Department.

W. W. Rostow

Approve
Disapprove

See me

|



DRAFT (
An Agreement for a Cooperative
Program in Science
Between the United States of America
and Italy

'The Government of the United States of America and
the Government of Italy-recognize that cooperation and
collaboration among scientists of their respective countries
will advance to their mutual Eéhefit‘the staté_of science
in their two countries, that such cooperation and collabora-
‘tion serves tobédvance the frontiers of science on a world
wide basis to the general benefit of ﬁankind, and that such
cooperation aﬁd collaboration proﬁotes and strengthens the
bonds 6f friendéhip and understanding between the individuals
concerned and the‘peoples ofrthe two couﬁtries.

- In the interests of the benefits accruing to their
éountries and to mankind generally,rthe Government of the
United States of America and the Goverﬁment of Italy agree
as follows:

1. The two Governments will gndertake a_broad pfogram'
of scientific coqperatién'for peaceful'purposes.

2. The aim of the program will bé to encourage
cooperation between the scientists of the two countries and

to provide additional opportunities for them to exchange ideas,



S
skills and téechniques, to attack problems of particular

mutual interest, to work together in unique environments and

to utilize special facilities.

3. The_cooperativé program may inélude,'to the éxtenti‘

: thé pafties-agree thereon, the following typeé of activities:

éX¢h;ngé of_sciéﬁtists,lpursuit'of'jbint féseérch projeéts
and éonsultétion or qoﬁvening-of 5oiﬁ£ sehihars to exchange
information and t§ aiSCus§ and_plaﬁ éoQéeratiye éff&rﬁs.
Each.gctivity under.this>pro§ram will invdlvé'bértiéipaﬁior
by scientists of both countriéé ana‘will réquire.approvai bj
appropriate agenéies of.both Gbyerﬁméﬁts.

4. The two Governments will seek, as occasion and

..oppbrtunity permit, tq.plaCe on a mdltilateral basis the

séientific éooperatibn envisaged by £his agreement; Iﬂ
éddition,_the two Governments will unde#take to proﬁéte
participation by ageﬁcies or scienﬁisﬁs of cher countriésr
wherever appropriate in the é?ojedts initiated_uﬁder this
Agreement.

5. .Eaéh Governmenf will designate an "Executive Agéncy"
which shall ke responsible for coordinatiﬁg the implementatiqn

of its side of the program. For the Government of the United
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‘States, this agency shall be the National Science Foundation,

and for the Goverhmeﬁt of Italy, tﬁis‘agency shall be

. These aéénciés will QorK “
éloéely together-on cafryinglout #his progfam. | |

6. .Tﬁe.Executive Agen¢y>on each side wiil’insuge thaf
detai;ed é;fangéments'for ény jdin£>agtivitiesAéonduétéd
“under this programi&ill be ﬁadé‘by the agencies mdst.directly
-ihvolvedl' - '   _f»v i:'.,' T T

7. ,Each Gb&efnment shéillnbrmaiiy béa¥ tﬁe costs of
diScha;ging ité rgspective responsibilitiés‘ﬁﬁder this Agree-
ment, ineludiﬁé the costs of its péftiéipéting sCiehtists}
fin exceptional casés the césﬁs shall be Sorne as ﬁéy be
mutually égréed in an arrangémeht ﬁade_for é'particulaf
joint activity.

8. Scientifiérinforhation derived from the éopperaﬁive
_agtivitiés ugdertaken under this Agreement shail be madé
available #o the wbrld scientific community through cﬁstomary
channels and iﬁ accordance with thg normal proéedures of the
participétiné ageﬁcies.

9. The obligationé of the two Governments under the

Agreement shall be subject to the availability of appro-

priated funds.



-
10. Thg'two Governments shall jointly review theApro-'
.gram of'¢ooperétion from tiﬁe to time as may be mutually
agreed.
‘11. Nothing in this Agréement shall be construed to
- prejudice other a:rangéments for scientific cooperation
" between the two countries. ”
‘-12.v This_Agreement shail enter into;f¢rce upon-signa-
ture and éhall remain in forcé.for five years unless

extended by mutual agreement.

November 19, 1966



2.

Executive Agsncy sud by other U.S. agencies, as enp10““1““

GUIDELINES FOR THE EXECUTIVE AGENCY
FOR THE U.S.-ITALY PRO RAM

The Executive Agency serves as the U.S. coordinator for

implementation of the U,S.-Italy program of scientific

cooperation, subject to the foreign policy.guidance of
the Department of State. It cooperates with all Federal
agencies participating in thé program as described in

‘more detail below.

The Executive Agency'is the channel of commnnicétion with
its Italian counterpart (designated by the Government of
Italy) concerning scientific and administrative aspects

-of the program and the establishment of individual co-

operative arrangements within the program. Communications

of a formel, government-to-government nature will continue

to be handled through normal diplomatic channels.

It is intended that this program will not substitute for
existing and future associations and relationships (e.g.,

in atomic energy, space, and biomedical research) between
agencies and scientists of the two countries for the
development and execution of cooperative scientific

projects. The Executive Agency will encourage the develop-
ment of such associations and of an env1ronment that promotes
further cooperative ventures.

The program is based on the understanding that both sides

must approve any cooperative arrangements to be made within
it. The Executive Agency acts for the U.S. in approving

proposed projects. In the case of projects requiring
implenmentation or funding by other U.S. Government agencies,
arrangements with the Italian executive agency will be made

in coordination with the U.S. agencies most directly concerned.

The inclusion of any project in the program will require con-

. currence of the Executive Agency, and the 1mplement1ng and

funding agencies.

The Executive Agency encourages other agencies and scientists
outside the government to develop proposals for appropriate
cooperative activities, and may itself initiate 1deas for
such ectivities. :

The Executive Agency is responsible for ensuring that each
proposal for a coocperative arrangement receives appropriate
review on the U.S. side, including consideration of scientific
merit, feasibility, funding and appropriateness of the activity
for inclusion within the progream end appropristeness to the
agencies concerned. Review shall be carriszd out by the

\———vb’

at the raguest of the Zxscutive Agency.

A

92t
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GUIDELINES - U.S.-ITALY PROGRAM (Continued) o

7.

Arrangements with their Italian counterparts for specific
projects under the progrem will be made by the U.S. imple-

‘menting and funding agencies. Fach activity, once establishad

as a part of the program, shall be monitored by the Executive
Agency to assure that it is being carried forward in conformity
with the spirit of the program as a whole. However, the imple-

- menting and funding agencies shall administer the projects in

accordance with their normal procedures, augmented by such
reports as may be required by the Executive Agency.

The Executive Agency is expected to keep abreast of other
U.S. Governmenl scientific activities with Italy, in view
of their possible bearing on this prorram.

The Executive Agency sheall prepare at least annually a report
on all activities within the program evaluating its progress

and prospects, and.should circulate it to all interested U.S.
sgencies.,

Approved at the January 31, 1957 Meeting of the Federal Council
for Science and Technology. '



Thursday, May 18, 1967

Mr., President:

Sec. Rusk informs me that Sen. Aiken would like very much not
to go to Canada again., He has just returned from EXPO 67.

Sec. Rusk suggests Sen. Hickenlooper as an alternative.

Sec. Rusk has just Informed me that £ —, Sparkm: ~ accepts.

W. W. Rostow

Sen. Hickenlooper
Other

See me

WWRostow:rln



May 18, 1967

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Departure Telegram to Vice President Yen

Attached is a suggested telegram from you to Vice President
Yen upon his departure from the United States.

In addition to usual pleasantries, it states your feeling that
talks during his visit were most useful.

I recommend that you approve this message.

W. W. Rostow

Approve

Disapprove

" See me




UNCLASSIFIED
PRIORITY -~ TO BE SENT AFTER 12:01 AM MAY 25

His Excellency Yen Chia-kan

Vica President and Prime Minister

of the Republic of China

% U.S. Chief of Protocol

Royal Hawaiian Hotel

Honolulu, Hawaii

{Deliver by 7:00 a.m. May 25 Honolulu Time)
Dear Mr., Vice President:

As you leave our country, Mrs. Johnson and I send with you and
Mrs. Yen our hope that you have thad a rewarding stay in the United
States and our wish that you have a safe and enjoyable homeward journey.

I feel that our talks were most useful. They contributed to a deeper
understanding of the problems our countries face together. I believe also
that they showed ways in which we can strengthen our cooperation in working
toward peace.

We are delighted that you were able to visit America these past weeks
and are especially pleased to have met with you perasonally in Washington.

On your return to Taipei, please convey our warm good wishes to

President Chiang Kai-shek and Madame Chiang. -

Lyndon B. Johnson

END



Thursday, May 18, 1967

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Suggested Reply to President Chiang

Attached is a suggested letter from you
to President Chiang Kai-shek, in answer to
Chiang's letter delivered to you by Vice President
Yen. It expresses your appreciation for the
opportunity to consult with Yen, sends your
best wishes and expresses your thanks for
the gifts to you and Mrs. Johnson from President
and Madame Chiang,.

1 recommend that you sign the letter.

W. W. Rostow

AJenkins:mm



Daar Mzr. Prasident:

Thank you very much for your letter which Vice President
Yen delivered to me.

I greatly appreciated the opportunity to consult with Vice
President Yen during his visit to Washington., I was
eapecially pleased to be able to hear directly from him
your thoughts on the situation on the Chinese mainland.

Ap you note in your letter, current dovelopmentz on the
mainland will have an important bearing on the future of
Asia, and it is very desirabla that our gevernments coa-
tinue to exchange views on the subject at the highest level,

Vice President Yen will bring you in person my warm
best wishes, but I take this opportunity to tell you again
of the high value I place on our friendship and on our
continuing to work together as friends for our countries'
covnmon goals. '

It was very kind of you and Madaxme Chiang to send with
the Vice Pregident the gifta for Mrs., Johnzon and me.. ...
Mrs. Johnson is delighted to have the beautiful jade boitle,
and both of us will always treasure the handsome pair of
antique ¢guestrian statuss,

Sincevely,

His Escellency

Chiang Kai-shek
Prasident of the Rapublic of China

Tadpei

LBJY:AJenkins:mm:5/18/67
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24
—CONFIDENTIAL Thuraday - May 18, 1967

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Your Appointment with Jorge Frei Tomorrow

Jorge Frel is dropplug in to see you at your invitation., The visit ie
a courtesy to him and President Frei.

Young Frei is in the United States under the sponsorship of "Opera~
tion Amigo®. This is z private program, backed by the Copley,

Knight and Seripps Howard newspapers and headgquartered in Mlami,
Florida. The p1  jram ~- which has been in operation for {ive years -
is designed to bring young Latin Americans to spend 2-3 weeks in the
United Statas and to send young Americans to Latin America.

Frei is 2 second year chemistry student at the Catholic University of
Chile. I understand that he does not share his father's interest In
politics, and tends to be quiet and retiring. Ralph Dungan character~
izen him as bright but unsure of himself and still looking for his niche
in life. He does act zpzak Eoglish, but we w 11 provide an interproter
{(Don Barnes).

in your talk you might:

==  Express your pieasure at meoting his father in Punta del Este
and his younger brother.

- Mention that you had hoped that Lynda Bird -- who was In Chile
' last week ~- could have talked with him, but she is out of town.

==.  Ask about his trip arcund the United States and his impressions.
- .Rafar tc his ep&cial interost in soccer and the fact that thisspring-
a National Profeasiconal Soccer League has been formed in the
US for the first time with many players from Latin America.
- Mention your understanding that his father will probably not be

able to make his postponed trip to Washington until the fall and
expresa the hope that he will do s0 then,

—CeRNFIDENTIAL


https://plea.au.re

1f you get into the political arens, s mesgage worth getting acress
to him which he could sarry back to his fathor is:

e Youx interest in the zuccesz of Presidont Freils sconomic and
soclal program and your uadorstanding of the politicel difficul-
ties he rums into {ram the Right and Left in ¢trying to carry it
ouk, .

-~ The inportance of moving forward with ths progressive program

regardiess of party lines and the nesed to build 2 broad consensus
around the program.

W. W. Rosgtow



/

Thursday, May 18, 1967

—CONFIDENTIAT—

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Farewell Call by Japanese Ambassador

Japanese Ambassador Ryuji Takeuchi (TAH-KAY-OO-CHEE) leaves
for Japan May 25 following his service here since 1963. The State
Department has recommended that you agree to receive him for a
farewell call. They believe he has been most effective in contributing
to good relations between the United States and Japan, and that he will
continue to be a positive influence in this regard though he will be
retiring from the Foreign Service.

I would add that this gesture would be a sign of our regard for the
Japanese and for Japan as the strongest non-communist nation in Asia.
It would be a useful thing to do if you can spare the time, which need
not be long.

The Ambassador will be in Washington from May 20 until his
departure on the 25th. I would suggest the 22nd or 23rd.

Biographic data are attached.

W. W. Rostow

Att.

Arrange appointment
No appointment

See me




Ryuji TAKEUCHI
Ambassador to the United States

Ryuji Takeuchi has been Japanese Ambassador to the
United States since April 1963. A veteran diplomat who has
frequently participated in international conferences, he is one
of the leading economic experts in the Japanese Foreign Ministry
and an authority on internationzl trade. Takeuchi, who has been
known as a strong advocate of close U. S. -Japan relationships, has
had considerable contact with Americans. - He has been described
for many years as closely associated with and strongly influenced
by former Prime Minister Shigeru Yoshida. Takeuchi has been
described as unusually blunt and outspoken for a Japanese, with a
manner which at times has appeared rather arrogant. He is
apparently aware that he has been criticized for his outspoken
manner, but commented to the United States Ambassador in
January 1961 that he hoped for equal frankness in return and that
he strongly believed in the closest possible cooperation between
Japan and the United States. '

Takeuchi was born May 1, 1903 in Peking, the son of a Vice
President of the Yokohamsa Soecie Bank. He was graduated from
the Tokyo Imperial University Law School in 1927 and entered the
Japanese foreign service iIn the same year. He served before World
War II in London, Shanghai, Moscow and Berlin, In 1942 Takeuchi
was sent to Moscow as First Secretary of Embassy and remained in
this position until 1944, when he returned to Japan for another
assignment in the Foreign Ministry. During the next seven years
Takeuchi served in positions within Japan, finally as International
Trade Administrator in the Ministry of International Trade and
Industry (1949-51). In 1950, he was sent to the United States to
handle trade negotiations and participated in preparations for the
San Francisco Peace Conference; and in 1951 he was assigned to head
the Japanese Government Overseas Agency in this country. With the
establishment of diplomatic relations between the United States and
Japan in 1952, Takeuchi was named Charge d'Affaires and later Minister
of the Japenese Embassy in Washington. He was recalled to Japan in
1954 to head the European and American Affairs Bureau of the Foreign

——~CONFIDENTIAL—
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Ministry. In 1955, he was named Ambassador to Belgium and concurrently
Minister to Luxembourg, and in 1957 he was assigned as Ambassador to
West Germany. In December 1960 he was recalled from Bonn to assume
the post of Vice Minister of Foreign Affairs, which he retained until 1983,

/.

Takeuchi speaks fluent English, French, Russian, and German.

May 12, 1967

~CONFIDENTIAE~
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Wednesday, May 17, 1967 -~ 7:00 p.m.

My, President;

Sec. Rusk reports that Sen. Mansfield cannot go to Canada on
May 25. He has an unbreakable speaking engagement in Califoraia.

Sec. Rusk will be getting in touch with Sen, Atken.

- Sec. Rusk seeks your gui&anca on alternative to Sen. Mansfield
and recommends Sen, Sparkman,

W, W, Rostow

Sen, Sparkman

Cther

See me

WWRostow:rln



Wednesday, May 17, 1967, 6:00 p.m.

Mr. President:

Attached is 2 memo from Secretary Rusk
recommending that you agree to see Dutch
Foreign Minister Luns for 20-30 minutes on
May 22 or 23.

I realize that theae calls are a burden,
but the Secretary is right in arguing that it

would be useful for you to see Lu  before the
EEC Summit in Rome.

Francis M. Bator

Marvin to set nn appointment for
May 22 or May 23

No

Speak to me

FMB: LSE:mst



THE SECRETARY OF STATE

WASHINGTON
May 17, 1967

MEMORANDUM FOR THE PRESIDENT

Subject: Request for Appointment for Netherlands
Foreign Minister Luns

Recommendation

That you receive Netherlands Foreign Minister Joseph Luns for a
20-30 minute call on May 22 or 23.

Approve Disapprove

————————

Discussion

Joseph Luns, Foreign Minister of the Netherlands, will be in
Washington May 22 and until mid~afternoon on May 23 after accompanying
Queen Juliana on her state visit to Canada. As Dutch Foreign Minister
for the past fifteen years, Luns is one of the leading figures in European
foreign affairs and has my highest respect and confidence. I recall your
particular personal pleasure in talking with him on his last visit here
in February, 1966.

Mr. Luns has asked to pay his respects to you during his visit here.

In forwarding Mr. Luns' request, the Dutch Embassy noted that he
will be present at the Rome Summit Meeting o: the Common Market countries
on May 29-30. I believe that this makes it an opportune time for you to
review our Atlantic and European policies with him, for the Netherlands
has traditionally represented most clearly those forces in Europe seeking
an outward-looking and unified Europe prepared to cooperate in the Atlantic
Alliance. I also believe that a call on you by Mr. Luns would be a graceful
reciprocal gesture for the recent warm and impressive reception of the
Vice President by Queen Juliana and the Netherlands Government.

- Dean Rusk




Wednesday, May 17, 1967 -- 5:55 pm

Mr. President:

The attached package from Charlie Schultze
on food z2id management has been cleared with
all your senior advisers. It is self-explanatory.

I think the procedure worked out here is
excellent. My staff will, of course, cooperate
with the Budget Bureau in every possible way,

If you approve, we need your signature on

the Executive Crder at Tab B and the memorandum
at Tab C.

W, W. Rostow

rewritten by W, W, Rostow:rln

Ea/ﬂ / : . f s

[ras - o
e
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MAY 16 1967

MEMORANDUM FOR THE PRESIDENT

Subject: Administration of Food Aid

I have now checked with Freeman, Katzenbach, and Gaud on the arrangements

for administering the food aid program, which you approved on the basis
of my memorandum of April 21 (Tab A), Specifically, they have agreed
to the Executive Order and the accompanying memorandum from you.

The Executive Order assigning responsibilities to specific agencies for
carrying out the many and varied provisions of the Food Aid Act is
attached for your signature (Tab B). The specifics of the order have
previously been cleared with the major agencies involved, including the
Justice Department.

Also attached for signature is the memorandum to the principal agency
heads involved (Tab C).

I recommend you sign the attached Executive Order and Memorandum.

(signed) Charles L. Schultze
Charles L. Schultze
~ Director

Attachments

102
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AR 21 1957

TEMODATOUE TOR 08 PRBSIDENT

Subjoots Adainistration of Food Ald

At youz zequast, I hava considered oad diszeusyed with you alternative
proposcls for administaring the Yood-for-Freadom program. 7Twe wala
glternstivag caasge.

You eould anpoint a wvall<krnovn oarson 28 a Spacial Asalntoant in the
White Honcs. ilowaver, in Cha past, we have kad 1ittle fuccess with
similee az:rmvmmta. Ia 1954, President Eigcohowey appointed Clarcuka
¥rancin, formar Prasident of Gonewal Yoods, o3 his special advisor awk
chairmuom of sm Intoragency committes o Po L. 480 watterxs. Tresident
Fonnedy appointad Georgn MeGovorn and latar Dick Router a3 Dixector of
the Toxi=for=-Praca program, a Sunction you transfarred to the Secretary
of State in Jctober 1965. It would prebably ba difficull to atiract &
man to this spoeclalized jobr who could deal effectively with Cabinet ofe
ficexs. Hven Lf wa fiad the right nas, he would xequiza tieme to loarm
the job and to dbuild thoe necespary staif.

Theos cossidarvations lead mo wo pmpo’m the followlngs

Z. You seuld desizmate ma as your agent to 4o a toughoer teviow of tha
cell-help and Ludpetary aspacto of tha food aid progrem. ZThoere would
to foux ;mrms to this Sobt -

1. %e would gonrinwa the now eommitmonts process, whers gll
progosad tales agreemontsa ara cubmittod through the Budgaet
Bureaun and Rostow for your appraval.

Lo %o would gubmit new camlﬂ:mata to you for both B, Y. 480
and A LB, for the ssue osuntry gt the some tima, wherevars
Foapiblia, Lo wake !:a.sui. use of Y. 5. recources oad to got
tha mast hﬂr;; .ning Toverors on oux ald,

3. Fo will cetablich an early wamine faformation cvaten, 4o
coc;mration with othar agapcies, to keep you bofter {n-
fomod of agreamonts befors thay get to tha flusl otogse
& somple s antached (ma H)a

Lo At budpat time, wa will pive the pamo kind of Intenalive
- Yeview to foaod aid, country by countoy, g ua 1w pive
ta dollay aild,



mailto:r.:@:-'i
https://a~::-oomcn.ts
https://eyr,.t{!.ra
https://Socrota.17
https://Frc$1lc.nt
https://pn{)i.nt

.

.,

if. o propuea te deop tho {iwek Tessotive Ordog cotting wn hoth the
Candent lovoel Mor on Hunger Policy Conmiztes, oud ity Diweubiva Come
nititea.  doveweys, bocsuse foud oid 49 such a koy {nstrument of for-
cipn policy, wa 3Ll need to Six reoponslbility for coordivating the
food and econinmle arslchance pRogeens, counity by coustry, in tha cone
gouwt of W, 1, fovalm palizw, :

Taia could bo dony sizply throesh o momavondum frem vou, such oz thoe
oue abtoead (Wab XY, inseruetiun ¢he Scerotary of Stolo Ko poriorm
khis vale, Thiz fnstrocticn wauld parailel youv gezsral dircctive in
lintional Security Action Memoriadum Ene. 341, of Harchk 2, 1960, to die
xoet, cosndinake aad suparvisa interdeparioental activitices of the
P. 2. Govermmnlk ovarcaag. Zhe mesorandun would lsave ¢to the Jecrctary
the astobliztmess of & conmitics co assiot hia {o tho coardinsbion
DEOSBST . :

1. Wa nacd the aocond Brecutive Orlor making spoeific dalapations to AN
tho Secovelavian of Agriculture, HStako and Teoasury and the Inigay Dizga o
{Tab, €Y. Techricslly, wa zve nov oparating wodor tha suidated 1951 Tuxo e
tive Owler slpsad by Prospident Bleghoimr. That Buxscutive Ovdor docs ik
cover o mew responaibllitics addod io lost year's low, cuch as applye

iy tho wewe dkclngaat selil-help eriteris and «flecting the transitlion

Sron eofs cursonsy o dollay snlsa.  Is addition, thare avo ¢ hoot of
roohmdenl eperatiug recpousidiiizies wihich szad to bo handicd Ly operat.:

ing eganeiod, ouel oo dgsicultuns snd Binte.

The prewosnd ovder pasicas reaspenzibilizics to opoeific goonciss fov
eariying oud he many and varied provisleons of the Acta IC is nocssoary
o ooderly oddnistration fa ox svea whlch fo Lrequantly e mubjsct of
Congrassionnl mnd AU iuguiny. L <o 1ot bolieva you should retain the o
oathority and eoke the koot ia g uusher of theen tochnical, asd oocae S
slonslly countzovoralnl watiex. ‘ c

' T have not $iscussed this prepossi with Freomma, Katzosbach or Coude
IZ you approvg, I wL11 chieck ik with them Lefore zaaubuitiing the wanoe-
vandam amd Gae Rupeutive Osdor Tow Linmgl approvals '

. . ltze
< od) Charles L. Sehu
{sigaod) Charles L. Sehultzé

Director

LachEAnLY

ARSIy

kaprove wiy propossl for check ouk e o

Approvs Liite Douss Spocisl Aosliatnud

. ‘ ¢
4352 >

:

£
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of the Bureau of the Budget.

Bec. 105. Foreign Curremcies. (a)(1) Forelgn currencies which
accrue under Title I.of the Act may be used for the purposes set
forth in section 104 of the Act in amounts consonant with applic-
able provisions of lav and of sales agreements and loan agreements.
mcépt as may be inconsistent with such lsws or agreements, pri-
orify shall be accorded to the use of such currencies for purposes
for which appropriated tunda or other funds are available to reime-
burse the Camodity Credit Corporation. To such extent as he may
deem necessary, the Divector of the Buresu of the Budget shall f£ix
the amounts of such currencies which may be used for the puiposes
set forth in section 104 of the Act. The Director shall notify
the Secretary of the Treasury with respect to any amounts so
£ixed.

(2) The function of waiving the applicebility of section
1415 of the Supplemental Appropriation Act, 1953 (31 U.8.C. Tek),
conferred upon the fmaiden'b by peragraph (2) of the first proviso
i’ollomg section 104(}) of the Act, :le delegated to the Secretary
of State in respect of section 104(£) of the Act and to the Director
of the Bureau of the Budget in ell oﬁher respects.

{3) The functions conferred upon the President by para~
graph {4) of the first proviso following section 10k(J) of the Act
are delegated to the Secretary of Btate.
| - (k) The function of dstermining what manner of use other
than loens is in the nstional interest of the United States, con-
ferred upon the Preéident by section 104(£) or"bhe Act, is delegated
to the Becretary of State, vho shall ot after consultation with
the Director of the Bureau of the Budget and, in cases involving
agriculteral development, after consultation with the Secretary of
Agriculture,

(5) The functions of establishing procedures and of deter-
nining the qualification of locsl sgencies to administer the activ-
{ties set forth in section 10h(h) of the Act, conferred upon the
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Pregsident by that section of the Act, are delegated to the
Secretary of State.

{p) The Becretary of the Treasury is authorized to prescribe
regulations governing the purchsse, custody, deposit, transfer,
and sale of foreign currencies recelved under the Act.

(c) The purposes described in the lettered paregraphs of
section 104 of the Act shell be carried out, with foreign currencies
made availsble in consonance with law and the provisions of this
order, as follows:

(1) Teose under section 104(a) of the Act, by the respec-
tive agencies of the Government having euthority to pey United
Btates obligetions abroad.

(2) Those under sections 104(b)(1) and 104(i) of the Act,
by the Department of Agriculture.

(3) Those under section 104(b){2) of the Act, by the
Department of State.

(4) Those under section 104(b)(3) of the Act as follows:
(1) those with respect to collecting, collating, translating, ab-
stracting, and disseminating scientific and technologicsl informa.
tion, by the Hational Science Foundation, and by such other sgency
or asgencies as the Director of the Bureau of the Budget may desig~
nate, (i1) those with respect 4o programs of cultural and educa-
tional development, family planning, heslth, nutrition, end ssni-
tation, by the Department of State or the Smithsonian Tnstitution,
as those agencies shall agree, and by such other agency or agencies
as the Dircctor of the Buvesu of the Budget mey desigmate, (111) all
others, by such agency or sgencies as the Direetor of the Burean
of the Budget mey designate.

(5) Those under section 10U(b)(4) of the Act, by the
Department of Sfate snd by such other agency or agencies as the
Secretary of Btate msy designate.

(6) Mose under section 104(b)(5) of the Act, by the
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Librarien of ¢ igress.

(7) Those wunder section 104({c) of the Act, by the
Department of Defense, or the Department of State, as those
agencies sghell agree, or, in the a'bsence of agreement, as the
Director of the Bureau of the Budget shall detamine

(8) ’.l‘hose under se( " lon 101}(&) » 1ok(e), 102;(1’), 101&(3) ’
and J.Oh(h) of the Act, by the Department of S‘ba‘be.

(9) Taose under section 104(j) of the Act, by the
Department of the Treasury in cooperation with the Department
of Btate. |

(d4) The function of meking reports to Congress conferred
upon the ‘Presiaan'b by the last senience of section 104 of the
Act, is delegated to the Secretery of the Treasury, who shall act
after consultation with the Director of the Burean of the Budget.

(e) In negotiating international agreements in pursusnce of
the Act, the Secretary of State shall avold restrictions which
wmﬂ.@ limit the application of normal budgetary esnd appropriation
gontrols £0.-the use of those foreign currencies gccru.i.ﬂg'nnder
Title I of the Act which are to be available for operations of Unie
ted States Government agencies.

Sec. 106.v Reservation of Functions "'bo the 'Msident, There
ere reserved to the President the Mctions of making £indings or
determinations regarding the naticnal interest of the United States,
canferred upon him by section 103(a)(3) and 103(a)(k) of the Act,
the functions of meking £indings conferred upon him by the last
sentence of section 103(d) of the Act, and the functious Wemd
upon him by sections 109(c), 403 and 408 of the Act.

 PART II - GENERAL PROVISIONS

Sec. 201. Definitions. As t.d in this order, the ‘term "A-"
and the term "Agricultural Trade Development end Assistence Act
of 1954" mean the Ag—'~ltural Trade Bevelogkné;“; é.nd Assigtence
Act of 1954 as amended from ﬂme to time, and include, except
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as mey be inappropriate, provisions thereof amending other laws.

Bec, 202. References. Except as may for any reason be
ineppropriate:

(a) References in this order or in any other Executive order
to (1) the Act, (2) any other act Wwhich relates to the subject of
Parts I end II of this order, or (3) eny praﬁsions thereof, shall
be deemed to mean the Act, such other acts, or provisione thereof,
respectively, as amended from time to time, ‘

(b) References in any prior Executive ordey-nét-superseded
by this order to eny provisions of any Execative order so super-
seded shall hereaf'ter be deemed to be references to the correspond-
ing provisions, if any, of this order.

(¢) References in this order or in any other Executive
order to this order or to any provision of this order shall be
deemed to include references thereto, respectively, as amended
from time to time.

Bec. 203. Superseding and Savings Provisions. (a) Executive

Order No. 10900 of January 5, 1961, as amended by BExecutive

Qrders No. 10915 of Jenuary 24, 1961, No. 10972 of November 3,
1961, No. 11036 of July 11, 1962, and section 403 of No. 11051 0f ..
September 27 , 1962, is hereby superseded except to the extent
‘necessary to:carry out such ag?eements (or parts thereof) entered
into under the Att prior to Jemuary 1, 1967, es are not governed

by the provisions of the Act of November 11, 1966 (Public Law
89-808).

(b) Executive Order No. 11252 of October 20, 1965, is here-
by revoked.

{e) Bxcept to the extent that they may be incomsistent with
this order, all determinations, authorizaetions, regulations,
rulings, certificates, orders, directives, contracts, agreements,
and other actions made, issued or entered into with respect to
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any funections affeéted by this order and not revoked, super-
seded, or otherwise made inappliceble before the date of this
order, shall continue in full force and effect wntil smended,
- modified or terminsted by appropriate suthority.

THE WHITE HOUSE
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DRAFT PRESS RELEASE

Prasident Jo! ~on today issued an Executive Order providing for the
administration of new food aid legislation enacted late last year. In
delegating the functions vested in the President by that legislation,
commonly known as P, L. 480, the Executive Order facllitates the effective
operation of United States food aid programs. These programs, along

with economic development programs under the Foreign Assistance Act, are

key elements of our participation in the War on Hunger,

The administrative arrangements in the new order incorporate the 1966
amendments to P. L., 480. They are similar to those established in Executive

Order No. 10900, which is superseded by the Order issued today.

The Secretary of State continues to have responsibility for negotiating
and entering into food aid agreements with friendly countries and for

overall foreign policy supervision and control of the program.

The Secretary of Agriculture continues to have responsibility for carrying
out those apgreements and for all of the Presidential functions not speci-

fically delegated to other Government agencies,

In recognition of the close relationship which exiéted between domestic
agricultural policy and foreign policy in the conduct of the P, L. 480
program, the Executive Order delegates several key new responsibilities ~-
including reviewing gself-help performance by recipient countries, encouraging
countries to produce food crops, and ensuring transition from sales of

agricultural commodities for foreign currencies to sales for dollars -~ to



the Secretary of State or the Secretary of Agriculture acting with the

concurrence of the other.

Respongibility for the control and use of foreign currencies available
under the terms of the Act, and for other functions in the law, are
delegated to the Treasury Department, the Budget Bureau, and other

Government agencies,

In a memorandum accompanying the Executive Order, the President instructed
the Secretary of State to coordinate the assiatance provided under P, L., 480
and related programs under the Foraign Assistance Act. In this task the
Secretary is to consult with the Sacretary of Agriculture, the Administrator
of the Agency for International Development, the Director of the Bureau of
the Budget, and other officials as appropriate. The Prasident also
instructed the Director of the Bureau of the Budget to develop an informa-
tion system to keep the President informed on the progress of the War on
Hunger and to develop procedures to ensure that food aid and economic

asgistance programs are integrated in the programming and budgeting process.



Wednesday, May 17, 1967
- 5:08 p.m, ‘

My, President:
I thought you would wish to have
close to hand these materials on

‘Operation HICKORY that kicks off at
about 8:00 p.m. tonight our time.

W. W, Rostow

TOP SECRET
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“FSP-SECRET -~ EYES ONLY

Wednesday, May 17, 1967
1:40 a.m.

My, President:

In response tc your interest in pushing
Ky towarde an approach to the NLF, there is
attached:

-~ Stabe's cable 192044, May 10, for
Bunker from Bundy, which we lnspired from
here.

-- My back channel message of May 13
to Bunker,

. == DBunker's back channel reply to me,
of May 17,

I do believe we owe Ellaworth a chance
to let this new position ln Saigon unfold rather

than our for-"ng a crisis over it, in a matter
of days.

¥W. W. Rostoew

WWRostow:rin






Page_ 2 _of telegram to_Saipn , —_— e

This language is at variance with most Hi NLE. proncuncements as
recently as March or April, which categorically exclude the “KyXThieu
c| ique” or other terms §uch.‘as "American puppets.'! Our rescarch indi-
cates that a closely similar formula to the present inberview did appear
in another Burchett story from Phnom Penlh last September, in which he
quoted Mguyen Huu Tho directly to this same effect.

4. HNonetheless, the fact thal the formula is now reiterated, on
the Burchett frequency, may have 52?59211 zn(.ﬁ(ca.nceo It could, of course,
be in part a response to gossible Eiii withiwn the NLF of the gVN
reconciligtion preciamation. It could be an attempt to put the most
Liberal face on the NLF position, and of course it s gkill wikhin the
context of a ‘coalition in which the NLF would be specifically repre-
seated, and which e suppose is as anathema to the GVN as ever and wilh
good Ceason. |

5. Taking all factors into account, we do feel that the sbatement
should at least be called to the atkention of appropriate senior GUN
people, as part of our continuing gﬁiif to focus them on the possibili-
ties of dealing at {east with some individusts in the NLP and even key

\eaders, bringing them vuiszzzk over at some point with at. Least personal

sec:uri,ty and political freeden, possibly a job, and even freedom te
' under the Constitution
operate politicallyfwithin seme kind of party framework without a
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Tage— 3 _of telegram to Saigon

Communisi or NLF label.

6. We recognize that the last possibility is one we have nok
repeat not suggested to the GVN, and it may be that we should think
further about itk before mentioning it to them. I think you know that
CAS has devised some interesting ideas on this to serve as defection
bait.

7. More broadiy, the whole question of GVN dealing with the
NEF is gettiang an increeésing aiving here, including Governor Romney's
statement yesterday advocating divect negsciatfon between the GVN and
the NLF, while vuling out a coalition. Scue sign of GVN progress would
be welcome from this standpoint. The greatest gap in.&ur articulated
peace position is the answer to the questiosn: With whoz should the NLF
negobiate? The proper answer isef course with Saigon under the Fonstxtue
tion. But the basic point is that a Saigon initiative ak this time

makes great sense if onbly in the initial terms of inducing defections

GP-% END
RUSK
C BE REPRCDUCED
WL LT T AUTHOIZATION
CF TinE E\ECUTEV: SECEETARY
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FoL S E & RET—VIA CAS CHANNEL CAPE7421
LITERALLVY EYES ONLY FOR AMBASSADOR BUNKER FROM WALT ROSTOW

YoV SHoULY KNow THE PRESIDENT WISHES ROC¥Y STONE'$ OPERATICM AND
TRE LINE OF APPROACHK SUGGESTED IN AILL BUNDY'S t92£44 TC YOU <
PRESSED AS HARD AND AS -FAST AS YOU JUDGE PRODVCT [VE. &S SOON .

AS KN AND (1S GUVERNMENT CAN SEE THE WUSDOM OF IT, RE WOULD LIKE
THEM TO STATE THETR WILL INGNESS TO TALK TO THE NLF WITHIN THE

FRAME OF THE CONSTITUTEON -~ CR ON ANY OTHER SAFE BASIS. NO ONZ »
NERE WANTS OR 15 {OOKING FOR A SELL-OUT BY KY. BUT THERE ARE CERTAIN
ADVANTAGES HERE ANO PGSSIBLE ADVANTAGES THERE -- SUBJECT TC YOUR -
ASSE SSMENT -~ 1V HAVING THIS MATTER CLEAR AND ON THE RECORD. .

&5 [ READ THE POPE'S FATIMA APPEAL FOR PEACE TODAY, IT STRUCK -
ME THAT 1T MIGHT PROVIDE KY WITH A FOUNDATION FQR A MO¥VING APPEZA
TO THE NC T0 G\VE UP "PROJECTS OF DESTRUCTION AND OF DEATH, CF
REVOLUTION AND 0F SUPPRESSION AND THINK RATHER OF PROJECTS
0F MUTUAL STRENGHTENTING AND OF SOL1D COLLABORATION." THAT IS
HS/%RMO%ON}/Q WITH KY'S HONOLULU APPEAL TO THE VC AND OTHER RECONCIL IATICN
ATE . : .
BUT AGATN -~ T AM MERELY INFORMING YOU OF AN ATTVTUDE HERE. ONLY
YOU -~ IN CONSULTATION WITH VIETNAMESE -- CAN JUDGE WHAT SPECIFIC
MOVES AND THE{Q TIMING MAKE SENSE.

o
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ng WHITE HOUSE
FOLLOWING RECEIVED FROM sareomk
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:::::L£L¢r4;4yik4-ayss ONLY 1704172
FM AMB BUNKER 6735

T0 THE "!1".-_!;3 HOUSZ EYES ONLY FCR ROSTOW :
“J;':.ﬁ‘v‘ BEEN GIVING 2 GREAT DEAL OF THOUGHT TO THE LINE OF APPROACH
SUZCIGETED IN BILL B “D{ S 192244 £ND THE OPERATION BEING PLANNED

AND EXECUTED BY R6CYY STONE. THEY TOUCH, OF COURSE, ON THE VERY :
HEARLT OF THE ISSUE l“VOLVzD IN THKE POLITICAL PROCESS HERE IN VIET-NAM

AND I BELIEVE THAT THEY MUST THEREFCRE BE PURSUED WITH GREAT CARE g
AND A KEEN SZMSE OF JUDGMENT AND TiInix3., IF THESE ISSUES ARE MIS-
HANDLED THE RESULT CAN BE TO SHAKE THZ CONFIDENCZ OF KY.AND HIS

FRIUCIPiL SUPPCRTEIRS IN OUR BASIC INTENTIONS HERE AND POSSIBLY TO

UIDER T IVE THE POLITICAL DEVELOPMENT IN VIET-NAM WHICH IS STILL IN

& DIZLICATZ STAGE OF INFANCY. :

AS YCU KNOW, THE ISSUANCE OF THE NATIONAL RECONCILIATION -
FPROCLLTAT ION WAS THE CULMINATION OF AN EXTREMELY DIFFICULT AND ¢
CONTRCVERSIAL PROCESS HERE, AND ITS IMPLEMENTATION WILL BE EQUALLY
SC. COMING Iif THE MIDDLE OF THE FRE-ELECTORAL CAMPAIGN PERIOD - .
THIS ISSUT RAISES _ESPECIALLY SENSITIVE QUESTIONS FOR THE SO-CALLED
MILITERY CANDIDATE AS WELL AS THE OTHER CANDIDATEZS. THERE WILL BE
OPFCRTUNITIES IN THL FUTURE, FOR ZXAMFLE BY TR&N ¥YAN DO AND TRAN
Vsd TUYEN AT THE GENEVA PACEM IN TERRIS CO FZRENCE, FOR THE GVN
TC Maxf STATEMINTS ALONG THE GENERAL LINES DESIRED AND WE WILL
TRY TC ENCOURAGE THEM. DO IS AS A MATTER OF FACT THINKING IN TERMS
OF STATING PUELICLY THE GVN®'S WILLINGNESS TO TALK WETH# NLF REPRESEN-

TATIVE, EIiTHER PYUBLICLY OR PRIVATELY. WHILE HE HAS NOT CLEARED THIS
IDEA AS YET WITHIN THE GVN, IT REPRESENTS A CLEAR WILLINGNESS TO -
SFzaXK our WHICH WE VWILL SEEK TO ENCOURAGE. YOU SHOULD BEAR IN MIND,
HOWEVER, THAT DO #AS ALWAYS BEEN AHEAD OF HIS COLLEAGUES ON THIS
LDv L.... o
T UNDIRSTAND FULLY THE FEELING AT HOME ON THIS MATTER AND
RECIATE
DISCRITION DZSCRIBED IN THE LAST PARAGRADF OF YOUR MESSAGE, I.E.,
':::“ WHAT IS AND IS NOT PRACTICABLE IN THE LIGHT OF THE ACTUAL
a?lom {IRE AND IN CONSULTATION WITH THE VIETWAMESE, WHO IN THE
MUST A5SUKE RESPONSIBILITY FOR SUCH STATEMENTS AND ACTIONS. 1
WI1Y OF CCURSE PRESS THIS MATTER WHEN AND AS I FIND OPPORTUNITIES, AND
A4S RAPIDLY AND PERSISTENTLY AS I DEEM PRACTICABLE, BUT I WOULD CCUNSEL -
PA4TIZNCE AND UNDERSTAMDING OF THE DIFFICULTIES IT POSZS DURING THE .
PCLITICALLY SENSITIVE ‘PERIOD AHEAD IN VIET-NAM.

350
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Wednesday, May 17, 1967
—SECRET— 11:30 a.m.

MR, PRESIDENT:

Herewith three items, perhaps related ~- bat we
shall only know when Dobrynin returns.

1, A flat Soviet statement that they have not
decided to put in surface-to-surface missiles,
with a remarkably candid statement of the
difficulties and dangers they would confront,

2. Two Eastern European noises relating:

~- a bombing stand-down;

~= 8 L"°Z arr:  |eme "}
-=- negotiations.

This is sufficiently interesting for me to feel we

- should make no commitments to stand down
Hanoi-~Haiphong bombing until it is probed.

wl’ W. R.

SEGCRET - CONFIDENTIAL attachmments
(USUN 5231; Sofia 1071; Prague *~65)
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TVEMSELVES ANG NOT RPT NOT PRECONDITION TO $AME.:

8. HE INVITED ME TO VISIT HI¥ FOR MORE EXTENOED comvERsA’moN lN B
(BOUT TEN DAYS -~ AFTER “DELEGATION" (INCLUDING BREZHNEV) Wikl

HAVE DEPARTED,

m;u 3 RUFKVCX 987 c—e—u—r-i-a-i-u-a-s%mﬁ-!_-

9. _COMMENT: ENTIRE CONVERSATION WaS WITHOUT ﬁCRIMONY BUT
BASHEV OBVJIGCIGLY WANTED 70O BE TAKEN SERIOUSLY. VWHILE 1 HI_ZRh IS,
NO CONCRETE BASIS FOR BELIEVING BULGARTANS HAVE ANY WANDATE 10U~
SPEAK F‘OR MOSCOW == OR HANOI —— GIVEN SOFI*S TRADITIONAL

ALLEGIANCE”TO AND, CONFORMITY WITH KREMLIN (AND HAVING IN MIND

ZHIVKOV'S OPZNER ALONG SIMILAR LINES LAST FALL)Y, IT WOULD SELM

WORTHWHIL" TO TAXE ADVANTAGE OF BASHEV'S OFFER TO_AUPLIFY.

"109 WOULD APDRECIATE ANY SUGGESTIONS DEPT. ¥MaV WISH TO NAKE

UH CH WOULD HELP CAUSE HIM CLARIFY -- TO ERTENA HE CAN ==
ATTITUDES OF. HnNOI RL NEGOTIATIO\ L B

MCSWEENEY T -‘.';-\ﬁ‘_;4 ;-:.' e
iy S S S L S Ch R S E IR
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Wednesday
May 17, 1967 -- 11:15 a.m,

Mr. President:

I explained to Sec. Rusk your general attitude on the Clark-Church,
etc. initiative to Hanol. He fully understands,

He wished you to know that he in no way approved the statement.
It was showed to him beforehand to get an answer to this question: Would
it cut across or damage any initiative now under way? His involvement
was simply to answer that question, no. It is his understanding with Church
that in his press conference he will not commit the Secretary of State
beyond that point, ‘

Sec, Rusk will play it in low key from here on out,

W. W. Rostow



Wednesday, May 17, 1967 - 11:15 AM
v Ry 2 P

Mr. President:

In the attached, Messrs. Freeman and Gaud
request your authority to negotiate a P.L. 480
sale of $1.3 million worth of flour and tobacco
to Iceland. Charlie Schultge's memorandum is
a good summary of the proposal.

I join in the recommendation that you approve.
QOur bases in Iceland are of considerable use to us,
the country is following decent economic policies,
ad ** 1 propo: 1terms represent a step toward
commercial sales {these terms are unusually
stiff for P.L. 480 agreements).

W. W. Rostow

Approve _\

Disapprove

Speak to me

Ed Hamilton - vimmr
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EXECUTIVE OFFICE OF THE PRESIDENT /D8
’ BUREAU OF THE BUDGET '
WASHINGTON, D.C. 20503 PR
APR 20 1967

MEMORANDUM FOR THE PRESIDENT

Subject: Proposed P. L. 480 Agreement with Iceland

In the attached memo, Orville Freeman and Bill Gaud request your authority
to negotiate a $1,3 million sales agreement with Iceland to provide 3,700
tons of flour and 388 tons of tobacco and tobacco products. Terms are
relatively hard: payment will be in dollars, 5% down, 19 years, 25% first
installment,

This agreement is in large part a quid pro quo for our important military
installations there. In accordance with our belief that concessionary
sales should gradually be tapered off, this agreemeat is tougher and
substantially smaller than last year's sale of $2.2 million.

« A five percent down payment requirementthS“been'édded.

+« Corn, included last year and requested again this year,
has been deleted.

The funds generated under the sale are used for revenue producing projeccs,
with over half going into agricultural development.

I recommend that you authorize negotiation of the proposed agreement.

"This small agreement came through to prqcess before your Saturday instruc-
tion to me to accompany future P. L. 480 recommendatioms wich data on

the recipient's purchase of U. S, farm commodltxes. We are taking steps
to get such data for new agreements.

KM/W

Jraxrles L. Schultze
pirector

Attachment

Lsprove

Disapprove 1 .
. f -

7T T AR RIHONTTRY



AERENTA

APR]_O]
To: The President-. %7

Subject: Public Lew 480 Program with Iceland

We recommend that you authorize us to negotiate with Iceland a PL
180 dollar credit sales agreement for approximately 3,700 tons of
wheat flour and 338 tons of tobacco and tobacco products of which
the total current market value is $1,263,000 (including certain
ocean transportation costs). The proposed terms are vayment of 5
perccnt on delivery and the balance over 19 years at h% percent
interest with a first annual installment of 25 percent of the
vrincipal. The Department of State concurs in this recommendation.

lJeed for Program

The proposed agreement is based upon Iceland's commodity require-
ments, and budgetary and political consideration for celendar year
1967. It represents a sizeable decrease from the previous $2.2
million program.

The original request for PL 480 commodities from the Government of
Iceland requested commodities, including corn, valued at $2.2
million. We have not included corn in this present proposal, both
as it is unlikely that an Icelandic mearket for U.S. corn can be
developed (due to transportation costs) and as we believe that
concessionary sales to Iceland should continue to be gradually
tapered off.

The Icelandic Government will use the proceeds of the sale of these
cormodities for economic development purposes.

American interests in Iceland are dominated by the strategic
military location of the island in the North Atlantic. Iceland is
a charter member of NATO, although it has no military forces, and
its rent-free contribution of NATO base areas (manned exclusively
by U.S. military personnel) is highly important to the U.S. and

" NATO defense efforts. Our small PL 48O program is one of the few
gestures we are able to make in appreciation of the excellent state
of base relations.

Self-Help Effdfts

In recent years, with Government guidance and assistance, substan-
tial agricultural progress has been made in Iceland. In 1966 over
55 percent of the PL 480 generated funds were devoted directly or
indirectly (rural electrification) to agricultural development

107-b
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2
purposes. About 23 percent, or $20.6 million, of the 1966 Icelandic

budgetary resources were directed toward esgricultural proaects, and
the figure for 1967 will be about the same,

The proposed sales agreement will state the following self-help
measures which Iceland: will undertake:

(1) Continue its effort to improve the sgricultural sector
with emphasis on crops suitable to the climate and
land, and

(2) Continue the improvement in the storage and distribu-
tion of agricultural commodities,

Recommendation

That you authorize us fo proceed with the PL 480 sales agreement as

described above,
:_v‘ /‘Af/ , :"‘. : / .
P, / i ’4 /. !
. « 4 e T . .
. \,\.\ L »‘" i l‘/ A s ,;/\‘

Administrator Secretary o~
Agency for International Development Department of Agriculture

Approve:

Disapprove:




Wednesday, May 17, 1967 -- 11:30 a. m.

Mr, President:

Herewith a most thoughtful paper by
Hal Saunders whom I am raising to senior

status on the Middle East when Howard Wriggins . - -

goes to Columbia this summer. In fact, Hal
Saunders has done our work on the Middle East
for some time.

I sent Hal out to the 'ea. I summarizes
his rcflections on that trip, in the form of this

analysis of ""The President's Stake in the Middle
East. "

W. W. Rostow

“ -J

WWRostow:rln
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—SEerRFPT May 16, 1967
MEMORANDUM FOR WWR
SUBJECT: The President's Stake in the Middle East

I, I went to the Middle East with this question: Why should the
President care about the Middle East? I've been up and down US interests
in the Middle East many times, But this time I set out to decide what
President Johnson's interests are, given the goals thatare ciocscst to
his heart, I came back with these thoughts:

A. He has more than the usual stake in peace for two quite
personal reasons:

--Especially while we are engaged in Vietnam, we want
to spare him the political--and the human--burden-of
having to commit American forces in the Middle East too,

--The "war of national liberation' as a technique has come
to the Middle East--on Israel’s borders and now in South
Arabia. President Johnson in Vietnam has invested
much of himself in demonstrating that we will not
tolerate this brand of aggression, His friends in the
Middle East are asking how he can stand against
terrorist attackers in Vietnam and not in Israel or
South Arabia? We must find a way to contain them or
risk losing the respect the President has won for his
courage in Vietnam.

B, He has a political need as well as a personal desire to
maintain a warm relationship with Israel, His friends in Israel see
Arab terrorism as the greatest threat to their security today.

C. In his effort to keep the dollar sound, he has a substantial
- balance of payments interest in the Arab states, The Middle East is the
one part of Afro-Asia where we're solidly in the black, Our economists?
estimate that the balance in our favor runs $400-500 million yearly,
Against a worldwide deficit of $1. 4 billion, that's significant.

D, He has a stake in arms limitation, Israel must maintain
qualitative superiority, But beyond that, the President is deeply
committed to nuclear non-proliferation, Theé main hurdle in the Middle
East is Israel, Before signing an NPT, Israel may want assurance from
the US and USSR that major arms suppliers will keep the lid on the Arab
arms inventory while the conventional balance is still in Israel’s favor,
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In addition to his stake-in the NPT, he is under increasing pressure on
the Hill not to feed arms races and to reach an understandmg with
Moscow. ' e

E. He has a stake in economic development and social
justice., This will influence fewer US voters than the other issues,
but it will influence how the world judges his Presidency. He has said
that the Great Society is his foreign policy. We know how earnestly he
means that. Many people around the world judge him a great President
because he shows Americals concern for them as individuals, In the
Middle East, he can be proud of our role in the many constructive things
going on there, But on the political front we are cast only on the side
of the remaining monarchies--the side of '"Zionism, imperialism and
reaction," One issue in particular overrides all others--the failure
of over a million Palestine refugees to win '"recognition of their rights,"
In their eyes, the President has compromised his own creed of justice
by bowing to '"'Zionist pressure' and failing to force Israel to meet its
obligations, '

II. Some of these interests are contradictory, The only way
we have managed to protect them all at the same time is via a policy
of friendship for all and refusing to choose sides, That policy has been
remarkably successful when we consider the sharp animosities wetve
had to work around, But that policy will be severely tested in 1967-68.
It is no longer certain that it--a% least as we have balanced it in the
recent past--is feasible or can serve the Presideatis interests.

What hits the visitor to the Middle Zast hardest today are
the deepening political cleavages, First, there is tnwiwidening gulf among
the Arabs themselves, between the moderate (Saudi Arabia, Jordan,
Lebanon) and the pro-Nasser states, Second, the Arab-Israeli issue
is heating up again, Third, there are the states who are making a
good job of development and those whose political systems still seem
unable to cope, This year, the pressures forcing us to choose sides--
to abandon our past policy--are greater than at any time in this decade.
How the Johnson Administration responds will affect each oif the
President!s interests,

Each Middle Eastern leadership group states the problem
differently, but it all adds up to mounting pressure on us to choose sides:
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A, In Egypt, Foreign Minister Riad told me bluntly, "You
are working against us everywhere in the Middle East, You have chosen
sides," No amount of logic or argument will break this strong web of
suspicion among the political leaders, One is almost forced to agree
with many of our Israeli and Arab friends that the only language Nasser
understands is firmness backed by unmistakable military power and the
willingness to apply it, Nowhere in the Arab world is there cooler
calculation that now is not the time to take on Israel, But Nasser sees
clearer sailing in South Arabia and may stop there only if met by force,

While this Egyptian suspicion makes Nasser all but
impossible to work with, the visitor comes away convinced that nowhere
else in the Middle East--save Israel--is there such a potential mocdern
power to reckon with, If Egypt ever gets over revolutionary phobias
and inferiority complexes, its 30 million people, its economic inheritance,
its drive to lead, its pride of achievement and its military power make
it unquestionably the Arab power, One could even go so far as to say
that the UAR and Israel together or separately hold the key to the future
of the Middle East, This is why I cannot believe it would serve the
President's interests to break with Nasser,

B, In Saudi Arabia, King Faisal!s main concerns are
Nasser'!s foothold in Yemen and fear that he will expand this by moving
into South Arabia when the British pull out, For Faisal, Nasser is the
agent of Communism and is out to topple moderate regimes throughout
the area, Our failure to oppose a Nasserist takeover in Aden would be
in Faisal's eyes our failure to oppose the advance of Communism in the
Middle East and would cast doubt on the reliability of our commitment
to preserve Saudi integrity, Faisal backs our stand in Vietnam and
could not understand our hesitation to oppose openly the beginnings of
terrorism in Saudi Arabia, He feels no one can trust Nasser and that
our policy of trying to build a bridge to him has completéelyfailed,

C. In Jordan, King Hussein told me that the breach between
Arab moderates and Nasser is complete, Hussein says this more in
sorrow than in anger because he admits there was = time when he
himself believed Jordan must back Nasser to the hilt, But Nasser has
failed to live up to his responsibilities, Wasfi Tell, former PM and
still a power behind the throne, told me bluntly, "It's time for you to

- cheose sides," He believes that radicalism is on the wane and that

Nasser will have to adopt more moderate policies or be replaced, In
their eyes, Nasser!s brand of revolution and liprogressiveism'" is a
dead wave of the past--not the wave of the future. These Jordanian
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leaders believe that our interests lie with the moderates, They feel
we'lre wrong if we think we can still build a bridge to Nasser, Only

by taking a firm stand against him can we halt the spread of subversion,
buy time for the Arabs to learn to accept Israel (they were remarkably
frank about this) and create an atmosphere conducive to development.

D. Among the Palestinians on Jordan'’s West Bank, there is
no sign of resignation to loss of their homes in Isra_’él.‘ "Don't make
the mistake of thinking that time will solve the refugee problem," I
was told over and over, "We have been wronged. America must
acknowledge that our rights have been violated, President Johnson
is a just man; he will help." From among the bitterest of these refugees
the Pzalestine Liberation Army recruits its ranks and the Fatah terrorist
group sends its saboteurs into Israel, But even the prosperous ones
who have jobs in the fast-growing Jordanian economy-say.they will =
never forget and will look to the President for justice.

E, Syrian officials are quite irank to say privately that
their strategy is to make life in Israel so dangerous by their terrorism
that new immigration will cease and people will even begin to leave
Israel, At the same time, officially they disclaim responsibility for
the terrorists. They hold us responsible for Israel's every move and
believe--somewhat inconsistently-that the '"'Zionists exercise a veto-
over the President's policy."

F. In Israel, Prime Minister Eshkol told me of the agony
he suffers--not to mention the political pressures--when terrorists’
mines “zl:z Israeli lives, They believe that limited use of force may
be the cuiiiy way to stop terrorism. They canit sec.way.we should
disagree, Chief of Staff Rabin as well as top officials in the Foreign -
Office argue that the US and the USSR have drawn the de facto limits
of Communist expansion in Europe, Northeast Asia, Latin America and
now in Southeast Asia., The time has come, they say, to draw the line
in the Middle East. The Soviets are mounting a new offensive and
must be stopped in their tracks., They see South Arabia as the potential
turning point,

Curiously, while they believe Nasser and the Soviets are
working hand in hand in South Arabia, they admit that he has been the
most restrained of the Arab leaders against them, They-doubt we
could buy him off from his main objectives today-~-which are largely
directed against other Arabs--but no one took issue with our trying to
maintain some kind of foot in the Cairo door,
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III,, What this adds up to is great pressure on us to join a
confrontation with Nasser and prediction that the US will losé its stature
in the area if we refuse and fail to stop him, the USSR and the liberation
armies. Against this is the almost unanimous feeling of our people in
the area that, prickly as Nasser is, we're better off talking than fighting
and we're better off working in Cairo than slamming the door.

The problem, then, is to call a halt to aggression without
open confrontation or appeasement, Our success--and our-success in
protecting all of the President's contradictory interests--will depend on
two separate sets of decisions through the rest of this year: (1) How we
deal with Nasser, (2) What we do in Aden,

The great temptation--greater even now than when I was in
Cairo before the current mess in Yemen--is to conclude with our friends
that Nasser is a lost cause and throw in the sponge on trying to deal with
him, But the question to answer is whether the President!s interests will
be better served by an open showdown or by trying to find some basis for
cooperation, We will be looking at this in greater detail in the next few
weeks, decision-by-decision, but my own conclusion--even after extensive
talks in Cairo, Saudi Arabia, Aden, Jordan, Israel, and London--is that
we can't afford to give up on the UAR,

So in my book, working out a scenario for putting our relations
with Nasser back in perspective is the first item on our agenda, Wheat is
a dead issue for the moment now that Nassex has withdrawn his request,
and we couldn't do much anyway in the wake of kis.recent speeches and
humiliation of our people in Yemen, But there ar:.ctaer less conspicuous
ways fcr us to be economically helpful. The main prsblem, however, is
to break down the web of suspicion in Cairo that we are actively working
to unseat Nasser's regime, In the end, this can only be done at the top
political levels--and even then success isn't assured,

The second problem is whether we stand by and allow a pro-
Nasser element to take over in South Arabia and Aden as the British pull
out, Even the British in Aden and London, I found, are not optimistic
about their ability to avoid chaos. This is one of the most emotion- charged
issues in the Labour Party and Parliament, and the Wilson government
is determined to pull out on schedule, However, it has shown new flexi-
bility in the last few weeks, and the President may want to press Wilson
to stick with it during their talk next month, Our NSC meeting on 24 May
will deal with tha.s problem in more detail, m

Hal Saunders
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CONFIDENTIAL

Wednesday, May 17, 1967
10:15 a, m.

Mz, President:
Herewith two more items -~ this

time from a UK source -- of pressure
in Hanoi.

W. W, Rostow

\
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From Hanol to Forelgn Office, 12 May 1967, Telegram number 309

Ministry of Forelgn} Affairs have told North Vietmamese employed
by Foreign Missions that shortages will continue and that they must
(a) become accustomed to smoked meat and fish, (b) learn use of

flour, (c) live off Missions as far as possible.
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Wednesday, May 17, 1967
9:25 a.m,

Mr. President:

In the light of my memorandum
to you of May 12, attached (Tab B),
herewith s a suggested list of press
guests (Tab A) for the Holt dinner,
gotten up by Bill Jorden and cleared
with George Christian, '

W, W. Rostow

WWRostow:rin






Monday, May 15, 1967
MEMORANDUM FOR MR, ROSTOW

SUBJECT: Dinner for Holt

In response to your request, my suggestions for useful guests from the
press for the dinner are:

1. Roy M. Fisher
Editor, Chicago Dally News

(An influential paper with a large circulation area in the Illinois.
Wisconsin-Indiana area. Wobbly on Viet Nam. Fisher is influential on editbrial
policy; also writes a weekly column.)

2. Hugh Downs
TODAY Show, NBC

(Reaches the " rgest daytime audience on TV, Goes in strongly for
interviews of news figures, More attention to Asia would be healthy.)

3. Walter Cronkite™
CBS News

{The most heavily watched news show on CBS. Cronkite is intelligent.
Needs to be reminded that there is more in Asgia than Viet Nam.)

4, Thomas Vail
Publisher and Editor
Cleveland:Plain Dealer

{The most influentlal paper in Ohio. Too narrow an outlook. Getting
to Vail, opening his eyes to Asia, would pay dividends.)

5, Mike O'Neil
Assistant Managing Editor
New York Dally News

(Biggest circulation in New York., Too much focused on the military aide
of the war -- "bombing them back to the Stone Age.! Any attention to broader
issues and to Asia as a2 whole would be useful. O'Neil's influence is trong and
rising. ) ‘

*Cronkite was recently here for the reception for White House Fellows and was
lnvited , but had to regret, dinner in February for the King of Morocco. But,
still, he's important for this.
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Washington based Australian writers:

Mr; and Mrs. Roy McCariney
Melbourne Age

Miss Margaret Jones
Sydney Morning Herald

William J. Jorden



Wedneaday, May 17, 1967
9:15 a. m.

MR, PRESIDENT:

Addendum to talking points for Belgian Vice
Prime Minister at 1:00 p. m. today:

~=- Congratulate Belgian government on its
initiative in launching the NATO study of
future political tasks: the Horme! study,
associated with the Belgian Foreign Minister;
and golicit his views on what NATO countries
can do in the field of political consultation,

W.W.R,
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Wednesday, May 17, 1967 -- 9:15 a.m.
Mr. President:
This is simply to put on paper what I told you last night,
David Ginsburg called to suggest that:
-- We not wait for a visitor to inform the Iaraelis of our package.

-- The ¢ ym 1 for c¢¢ ununications be normal diplomatic channel -~
he suggested Luke Battle to the Israeli Ambassador,

Both he and Abe Feinberg agree that there is double embarrassment
in the communication of U. S, Government decisions through private citizens.
We have evidence that the Israelis wonld prefer to get information of this
kind through regular diplomatic channels.

As you will have noted, the two Americans are now out of Yemen; and
there is a moment -~ perhaps no more than that -- of relative quiet on the
Israeli-Syrian frontier.

I will be checking today as to whether a very prompt visit of the
Vice President to the Middle East would make sense -- or threaten to put
him in the middle of a hurricane.

W, W, Rostow

Indication of your decision is required on the table, in the third column,
attached to my memorandum to you of May 8, 1967,

P.S. 1have now checked with State. The view there is that the Israeli-
Syrian situation is still so uncertain that they would recommend against
%&?ﬁtm the V:.ce President into the Middle East at this time.

osto

W.W.R,
—CONFIDENTIAL—
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MEMORANDUM FOR THE PRESIDENT

SUBJECT: Your Meeting with John Gronouski (12:15 p.m., Thursday)

May 18, 1967

John Gronouski would like to talk about:

The Poles and Vietnam.

- -

Gronouski believes the Poles can play a useful role, and
wants to discuss whether we should make them a channel
in the future.

He has some comments on the Hightower story.

East-West issues before the Congress. Gronouski has already

talked to some Congressmen and will talk to many more.

- e

Gronouski wants to urge you to push the East-West Trade bill.

He is convinced that it is good politics to maintain the double
thrust of bridge building in Eastern Europe and our action in
South East Asia.

He also wants to talk about appropriations for our new English-
language program in Poland, the sharp cut in cultural exchange
appropriations, and the Informational Media Guaranty bill {enabling
us to continue to sell American books, newspapers and films in
Poland for zlotys). -

I will be standing by.

Francig M. Bator
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—SECRET- May 17, 1967
MEMORANDUM FOR THE PRESIDENT
SUBJECT: Your Meeting with the Shah

You have already agreed to one office meeting with the
Shah after his 5 p. m, arrival on 12 June, and you are having
dinner with him that evening, However, the Shah is anxious to
budget a second meeting with you the next day.

Normally, I would stand firm against a second meeting on
any but a State visit, However, in this case there is a great deal
to talk about, Moreover, the Shah is a person you can talk
seriously with, We have invited him over here primarily to
convince him that you are deeply aware of the great changes taking
place in the Middle East as they concern him, and I think it would
be worth going along with him.,

We could arrange to keep ** » second meeting off the schedule
so it would not create a formal precedent for later visitors, though
it would become known. I am sure the Iranians would go along with
this, -

The alternative is to wait and see how things go at the first
talk and schedule a second meeting then if you want, To carry this
off, we should probably be in a position to suggest to the Iranians
now that we wait and let you and the Shah decide, This tack seems
attractive, but if you're likely to agree to a second meeting, we'd
probably gain by scheduling it informally now.

S W. W, Rostow
Approve second meeting

Tell them we'll wait and see



Mr., Rostow

SECREE- May 17, 1967
MEMORANDUM FOR THE PRESIDENT
SUBJECT: This Year's Military Sales to Iran

Secretaries Rusk and McNamara recommend that you approve
the second $50 million slice of the $200 million military sales credit
for Iran that you approved in May 1966, They would like to get word
to the Shah before he leaves on 22 May for a series of State visits
that will bring him here 12 June, This credit will finance the second
squadron of F'-4's that you approved last August,

When you approved the $200 illion p° ~~ing figure a year ago,
we were concerned that this might be more than Iran's economy could
safely take on, We therefore insisted that each slice be subject to your
review and instructed Ambassador Meyer that he and the Iranians
should thoroughly review Iran's economic situation before recommending
release of further installments,

One of our motives was simply to force the Iranian economists
and politicians themselves to look hard at their allocation of resources
between defense and development, We think this device has paid off,
The Iranians have improved their management of foreign exchange
reserves, and their economic homework for this year's review was
much better than last year,

Meyer concludes that Iran can handle this additional purchase
safely., He does not believe it will cut into the capital investment
necessary to keep the growth rate up to at least 7%. The World Bank
and Ex-Im have done their own studies and independently reach the
same conclusion,

We do not want to be over-optimistic, Therefore, Secretary
Rusk recommends that, in informing the Shah of your decision, Meyer
reiterate our continuing concern that the Shah keep military expenditures
within bounds and keep his military purchases from the Soviet Union
to a bare minimum,

1
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Secretary Rusk for political reasons recommends a slightly
concessjonal 5% rate with 8-year repayment (compared with the
normal Ex-Im rate of 5, 5% over 8 years)., Treasury has gone along,
The only cost to us is that Defense must set aside an additional $3,7
million in its sales fund. This will be freed again as Iran repays, s0
the anly “real'' cost is about $1-1/5 million in Jost interest. In view
of our extensive intelligence facilities in Iran and the relationship we
are trying to maintain with the Shah, I think this is justified,

We are concerned, of coursa, about increased arms levels in
the Middle East, However, we recognize that the Shah has genuine
worries about an eventual threat from radical Arab forces in the
Persian Guif area as the British presence diminishes, This will be
very much on his mind when he talks with you in June, While we would
hate to see him go overboard, we have already argued him down from
much higher levels of purchases and believe we have struck the best
balance we can, We would rather have him buying from us under
some control than buying wildly elsewhere,

Treasury, AID and Budget have participated in the coordination
of this recommendation, I recommend you approve.

Wv W. ROBtOW

Approve K

See me
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THE SECRETARY OF STATE
WASHINGTON

May 12, 1967
e~ ek inait v

MEMORANDUM FOR THE PRESIDENT

Subject: Approval of New Military Sales
Credit for Iran

Recommendation:

With the concurrence of the Secretary of Defense, I
recommend that you approve the second $50 million increment
of our military sales credit to Iran under the planning
figure approved by you in May 1966.

Approve Disapprove

Discussion:

In May 1966, you approved in principle a new military
sales credit to Iran. The amount of $200 million in annual
increments of $50 million through FY 1970 was set as a plan-
ning figure. Simultaneously, you approved the first $50
million increment and stated that each subsequent annual
increment should be released only wita your approval and
after a determination that such increment would be feasible
in the light of Iran's economic positicn.

The proposed second $50 million incremeant would not im-
pose undue strains on Iran's economy, which is growIng rapidly.
Iran's creditworthiness is confirmed by the World Bank and
the EximBank. A problem exists, however, in the rapid growth
of her military expenditures. They are projected to rise
from 6.4% of GNP this year to 9.1% in 1972-73. In informing
the Shah of the availability of our credit, our Ambassador
would therefore be instructed to state that we remain cor-
cerned at the steadily increasing demands of the military
on Iran's resources, both domestic and foreign. The
Ambassador 'would stress that we believe economic development
is the best assurance of security.

i e
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The terms of the credit would correspond to those
approved by you (i.e. between 5 and 6% interest, repayable _
by FY 19762. Our negotiators would be authorized initially
to offer 53% but to go to 5%, repayable in eight years. As
EximBank terms for such credits are 53% and seven years,
the more liberal terms would contain a concessional element,
not for economic reasons, but in order to help maintain our
special relationship with Iran which serves our vital na-
tional security interests.

The credit would finance a second squadron of 16 F-4
aircraft. The sale of this squadron to Iran was approved
by you, and the Shah was informed, in August 1966.

The enclosed "Presidential Approval of Military Sales

Credit for Iran" sets forth the rationale supporting the’
above recommendation.

Eyk4L-4ﬁia4/Lz_.

Dean Rusk

Enclosure:

"Presidential Approval of Military
Sales Credit for Iran"
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PRESIDENTIAL APPROVAL OF'

MILITARY SALES CREDIT FOR IRAN

Introduction

In May 1966 the President approved a commitment
under which the United States is to provide to the
Government of Iran not to exceed $200 million of new
credit for the purchase of US military equipment dur-
ing FY 1967-70. The new credit is to carry an interest
rate averaging between 5 and 6 per cent and to be re-
paid within ten years from the date of the agreement.
At the same time, the President determined that this
credit should be made available in annual increments
of $50 million. 1In approving the first $50 million
increment, he requested that each subsequent annual
increment should be released only with ais approval
and after a determination that such increments would
in each case be feasible in the light of Iran's econo-
mic position. There follows a statement in support of
Presidential approval of the second annual $50 million
increment on terms which, while concessional, are with-
in the limits established by the President.

1l. Purpose of Second Increment.

The second $50 million increment is to finance a
second squadron of 16 F-U4 aircraft, with related sup-
port equipment and training, to be supplied for delivery
to Iran beginning in 1969. The President approved the
sale of this second squadron in the summer of 1966, and
at the President's request, Deputy Assistant Secretary
of Defense Townsend Hoopes informed the Shah of Iran of
this approval on August 10, 1966.

2. Political Justification.

Having already assured the Shah that we would sell
a second squadron of F-U4 aircraft to Iran, our not do- _
ing so would cause a major crisis in our relations which
could cause serious harm to our interests in Iran.

SECRET
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3. Military Justification.

While believing that the threat of overt Soviet
aggression against Iran has declined in recent years,
the Shah has become increasingly concerned over possible
radical Arab, Nasser-inspired threats to Iran from the
south. Southern Iran is not only the site of Iran's
oil industry but is also an area in which Iran has
mounted a major industrialization program and where a
large Arab minority lives. The Shah has become con-
vinced that Iran must have sufficient military strength
in this area to deter radical Arab aggression of any
kind, and he is particularly concerned about Iran's air
defenses in the light of the possession by the UAR and
Irag of almost 200 MIG-2l1l's as well as sizable numbers
of other advanced aircraft. Iran is obtaining surface-
to-air missiles from the UK, anti-aircraft guns from
the USSR, and supersonic fighters as well as aircraft-
warning and control systems from the US. The second
squadron of 16 F-U4 aircraft is a vital part of the Shah's
plan for the defense of southern Iran.

4, Military Purchases from Third Countries.

In the past year, the Government of Iran has con-
cluded two agreements, one with the UK and one with the
USSR, for the purchase of military equipment for its
armed forces. From the UK, Iran is purchasing a re-
fitted destroyer, four corvettes, 6 hovercraft, and 270
short-range Tigercat surface-to-air missiles. The total
value of this equipment is $60-70 million, and the UK
has offered credits repayable in 7-11l years at interest
rates which appear to contain a small concessional ele-
ment. From the USSR, Iran is purchasing 300 armored
personnel carriers, 680 anti-aircraft guns, and 4000
trucks and jeeps. The value of the equipment is about
$110 million, and the USSR has offered credits which
will be repaid in goods, mostly natural gas which is
otherwise flared, over é years at an interest rate of
2% per cent.

These purchases are consistent with our understand-
ing of Iran's intentions when we agreed in the spring
and summer of 1966 to make available additional military
credits, uﬁ to $200 million, and to sell Iran two squad-
rons of F-4 agircraft. The Iranian Government decided

SECRET
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to buy naval vessels from the UK following our unwilling-
ness to sell a destroyer to meet what the Iranians con-
sider is a real security threat in the Persian Gulf. We
refused to sell a destroyer in the full knowledge that
the Iranians would turn to the British. Iran also de-
cided to buy British missiles and Soviet anti-aircraft
guns instead of the more expensive Hawk system or Soviet
SAM's whose purchase would .have had undesirable reper-
cussions on Iran's relations with us. The remainder of
the purchase from the USSR appears designed partly as a
demonstration of Iranian independence from the United
States, an act which has assisted the Shah's efforts to
undermine Commurniist propaganda against his regime. The
Shah has given us categorical assurances that he will
not purchase sophisticated weapons from the USSR, and
the relatively few Soviet military technicians who will
go to Iran will not have access to installations where
sophisticated US equipment is located.

The British credit would appear to be well within
Iran's capacity for undertaking additional debt (see
section 5 below). As the Soviet credit is repayable
almost entirely in natural gas for which no other mar-
ket exists, it has little if any effect on Iran's credit
position. There is no evidence that Iran is consider-
ing the purchase of any substantial amounts of additional
military equipment from the United States or other coun-
tries at this time, except that negotiations are in pro-
cess with Germany for a 536 million credit to cover the
modernization of Iran's arsenal and with the UK for
Hovercraft worth $15-20 million.

5. Creditworthiness

The IBRD, the Export-Import Bank and the Embassy
and AID Mission in Tehran all believe that Iran is
credltworthy Even if the US extends the full amount
of the projected $400 million of military sales credits,
Iran will have the capacity to take on substantial addi-
tional foreign debt.

6. Economic Feasibility

Iran's GNP has grown at a rate in excess of 8 per
cent in real terms in the past two years and seems likely
to continue to grow at about this rate for the next few

SECRET
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years. Prices have been stable. Although inflationary
pressures exist and are likely to increase as the
economy grows, the IBRD and the Embassy and AID Mission
in Tehran are convinced that the Iranian authorities
will keep their house in order so as to prevent serious
inflation or balance-of-payments difficulties in the
years ahead.

Iran's expenditures for security (military and
pollce) have increased sharply in recent years. 7These
increases have not, however, caused a reduction iin the
proportion of resources devoted to fixed capital invest-
ment; in fact, government capital expenditures have been
rising faster, relative to GNP and total expenditures,
than have security expenditures. The increases in mili-
tary expenditures have been caused by the desire of the
Iranian Government to modernize its armed forces in the
light of what it considers a threat to Iran's security
in the south and southwest of the country. The security
budget has also been used to finance civic action pro-
grams and other programs contributing to economic de-
velopment and social reform and welfare in rural Iran.

7. Credit Terms

What 1s at issue in considering the terms for milii-
tary sales credits for Iran is our special relationship
with Iran. This relationship provides the United States
with many tangible assets. These include vitally Impor-
tant strategic communications and intelligence facili-
ties, whose importance and size are likely to increase
as a result of a loss of facilities in Turkey and
Pakistan and the possibility of further such losses
in the future. In this connection, additional intelli-
gence-collection activities for Iran are already under
consideration, and one is currently being implemented.
Likewise we obtain from Iran overflight privileges whose
importance has been increasing as such privileges have
become less easily obtainable from other Middle Eastern
countries. We have too few defense assets in the region
of the type furnished us by Iran; in the light of the
shaky security situation elsewhere in the region, we

need to conserve those facilities and arrangements which
we have.

SECRET-
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Less tangible but nevertheless important is the
opportunity our close relations with Iran provides us
for influencing Iranian development in the direction
of a stable, independent and prosperous country. With
our help, Iran has made impressive progress in these
respects. In recent years, the stability of her inter-
nal political system has been buttressed, her economy
has been developlng rapidly, and she has played a use-
ful role in such regional matters as the Pak-Afghan
dispute. At the same time, Iran has demonstrated her
fundamental attachment to her alliance with the United
States by contributing a medical team to our efforts in
Viet Nam. .

While attempting in recent years to maintain our
special relationship with Iran and to continue to reap
the benefits of this relationship, we have taken a
series of steps which have caused many Iranians, in--
cluding the Shah, to question how much importance we
attach to our alliance with Iran. These steps have in-
cluded charging full prices and commercial credit terms
for military equipment, phasing down our grant military
assistance, subjecting Iran to our controls on overseas
private American investment and the interest equaliza-
tion tax, and ending AID assistance. We have taken
these steps. despite the fact that Iran is still an
underdeveloped country, with a per capita GNP of $250,
and that she is making strenuous =fforts to help her-
self through programs of economic development and
social reform. Moreover, as our support for these de-
velopment efforts has been reduced and our influence
has declined, the Soviets have been making considerable
progress in increasing their influence in Iran with the

aim of further reduc1ng and eventually eliminating our
presence. Credits for economic and military assistance,
at 25 per cent interest and barter terms, are the prin-
cipal Soviet tool.

Given Iran's importance to us, the recent trends
in our and Soviet policies for Iran, and Iran's self-
help efforts, we need to remind the Iranians from time
to time that they too can derive tangible benefits from
our relationship. The most effective area for conces-
sions, politically and psychologically and in the absence
of possibilities for assistance from AID, is in the terms

SEGRET
GROUP 3
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for our military assistance credits. By providing con-
cessional terms, we can demonstrate to the Shah that we
attach real importance to our special relationship with
Iran. If we were not to offer some concessional element,
we would clearly risk signalling the Iranians that we
regard them as Jjust another customer, thereby risking
the gradual erosion not only of our interests in Iran
but also of our ability to influence the course of
Iranian development and to minimize Soviet intrusions
into Iran.

To accomplish the desired political-psychological
purpose the concession need not be large. What is re-
quired is tangible evidence that the United States con-
tinues to care about its special relationship with Iran.
An interest rate of 5 per cent and a term of 8 years,
as compared with the Export-Import Bank terms for mili-
tary credits of 5% per cent and 7 years, should suffice.
Such terms would be consistent with the President's de-
cision last year. The interest rate would be one-half

er cent lower than the 5% per cent rate on the first

50 million increment approved last year, although 1 per
cent higher than the 4 per cent rate on the final, $61
million increment also approved last year of the first
$200 million military sales credit. The term would be
one year shorter than the term agreed to last year in
order to stay within the final repayment date of FY

1976 approved by the President.

To reduce the interest rate one-half per cent below
the EximBank rate, DOD would have to commit $5.0 million
of sales account funds. (The term can be extended one
year beyond the EximBank term without cost.) DOD must
also, in all cases involving the use of EximBank funds
for military credits, guarantee the EximBank portion.

If the terms are to be 5 per cent DOD would have to
commit $11,2 million of its funds to guarantee the
EximBank credit. If there is to be no concessional
element in the terms, DOD's commitment for the guaran-
tee would be $12.5 million. In sum, therefore, DOD
would have to commit an additional $3.7 million of its
funds in order to provide the proposed concessional
element in the terms (i.e., $5.0 million less the $1.3
million "saved" in guarantee funds). These funds would
become available to DOD again as Iran repaid the credit.

SECRER-
GROUP 3
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Viewed more broadly, the "real' cost to the US of the
+% interest rate concession would be of the order of
§1 to 13 million lost interest, depending on the actual

disbursement and repayment schedules.

8. Presentation to the Shah

Our Ambassador in Tehran shculd be instructed to
make two points to the Shah while conveying our ww.illing-
ness to provide an additional $50 million of military
credit to Iran. He should be instructed to congratulate
the Shah on Iran's impressive economic progress and {o
state our hope that the Shah will continue to keep mili-
tary expenditures within bounds and to place primary re-
liance for Iran's security and stablility on economic
development and social reform. Secondly, he should be
instructed to reiterate the points nade in the Presildent
letter to the Shah of July 20, 1966 that Iran's military
sales agreement with the Soviet Union does cause us con-
cern because (1) we do not believe that the Soviets are
interested in the stability of the area; (2) it confuses
our Congress and people concerning Iran's intentions;
and (3) we must protect sensitive American equipment
from Soviet military technicians.

The credit terms would not be revealed to the
Iranians until the credit negotiations take place, and

our negotiators will be authorized initially to offer
an interest rate of 53%.

SEGRET
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MEMORANDUM FOR THE PRESIDENT May 17, 1967
SUBJECT: Israeli Desalting

I would like to suggest breaking loose one purely technical
element of the Israeli aid package this week--updating the feasibility
study on the desalting project. The Israelis have decided that, since
they are slipping their target date from 1972 to 1975, they can
economically use a larger power plant than originally planned as
the other half of the dual purpose desalting plant,

No matter what we do, updating this study will be the logical
next step, I do not think going ahead would in any way prejudice
your appointment of Bunker's successor or be unfair to him., This
is a necessary technical job which will take about four months, so
we really ought to get it going.

The reason for asking your approval today is that five of the
8ix members of the joint US-Israel panel on the desalting study will
be in town next week for the '"Water for Peace' conference. It would
make a lot of sense for them to agree on the terms of reference for
the updating study while they are all togéther here,

The cost is only $20,000, The Israelis will pay their share,
and we already have money set aside for our part,

W. W. Rostow

Approve /

See me



—SECRET— Wedneaday - May 17, 1967

Iy, Presideni:

Herewith the latest joint CIA-DIA estimate on the Soviet
milltary presence in CGuba. It reports no bulld-up.

W, W, Rostow

Attechrosnt

7>~
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OCE No. 1226/67

CENTRAL INTELLIGENCE AGENTY
Directorate of Intelligence
16 May 1967

MEMORANDUM FQR: Director, Central Intelligence
Director, Defense Intelligence Agency

SUBJECT : Joint CIA-DIA Team Report on the
Military Posture in Cuba as It
Pertains to Strategic Weapons

1. Since the CIA-DIA Team Report of 18 April 1967,
we have received no_intelligence which changes our con-
clusions that there are no 10_strategic_weapons_or nuclear
warheads in Cuba.

s (b))
3-409X1)

3. A report in a New Hampshire newspaper claiming
that "two new Russian submarine bases'" are being built
"at Santa Clara and French Key'" has been investigated
and found to be groundless, No submarine bases are be-

ing built in Cuba and no Soviet submarines operate out of
Cuban ports, .

PRESERVATION COPY
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4., Columnists Robert S, Allen and Paul Scott re-
cently used grossly inflated statistics of Communist
bloc shipping to Cuba to suggest that another Soviet
military buildup is in prcgress on the island, While
‘there has been a _slight increase in bloc shipping to
Cubsd, this reflects the magnitude of Cuban dependence
on the USSR and Eastern Egroge for supplies, "‘About 90%
of Cuba's imports™ areé now carried on Communist flag
vessels, Soviet military deljveries, which have in-
creased since lasf-September, are_désignéd to replace

-----

inventories, Only “two items not. prev1ous1y “noted in
Cuba, the MIG-21FL and the 200-mm multiple rocket
launcher, were included in these shipments, There is
no evidence to support the allegation that a Soviet
military buildup is in progress in Cuba, i

5., There wi
sess the recent [ oo o00]
alle ed . ‘ te

cial meeting soon to as-

-2
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May 17, 1967
MEMORANDUM FOR THE PRESIDENT
SUBJECT: Urgent Message to Eshkol

We had hoped yesterday that tension in the Israel-Syria-UAR
triangle was dropping after an ostentatious Egyptian show of putting
its forces around Cairo on alert, Last night, however, we and the
Israelis learned that the Egyptians have moved forces into the Sinai,
Now they have moved forces in front of the UN Emergency Force on
the Israel-UAR bordexr and all but ordered it to withdraw.

The UAR's brinksmanship stems from two causes: (1) The
Syrians are feeding Cairo erroneous reports of Israeli mobilization
to strike Syria, Regrettably, some pretty militant public threats from
Israel by Eshkol and others have lent credibility to the Syrian reports,
(2) Nasser probably feels his prestige would suffer irreparably if he
failed a third time to come to the aid of an Arab nation attacked by
Israel. Moderates like Hussein have raked him over the coals for not
coming to Jordan's aid in November or to Syria's when Israel shot
down 6 of its MIG's last month.

In this highly charged atmosphere, it's probably impossible
for Israel to get away with a limited retaliatory strike for the next
terrorist attack from Syria, But the Syrians may try harder than ever
by turning loose the terrorists either to force Israel to eat crow by taking
further sabotage attacks without reacting or to drag them and the UAR
into a fight, Eshkol may even decide that Egypt's move to the borderx
pushes him too far,

Secretary Rusk personally recommends the attached message
to Eshkol urging him not to put a match to this fuse, A week ago, I would
have counseled closing our eyes if Eshkol had decided to lash back at
the Syrians, We just don't have an alternative way to handle these
terrorist raids that are becoming more and more sophisticated, Un-
fortunately, however, his own public threats seem to have deprived him
of the flexibility to make a limited attack today.

I have worked with State to make this message as sympathetic
as possible while trying still to strengthen Eshkol's hand against his hawks.
Arthur Goldberg is aware of the Secretary's proposal and approves. We ’
will follow events closely to be sure the message isn't avertaken by events
before delivery, ‘

Approve / W, W, Rostow
See me

17
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SECRET™ May 17, 1967

Message to Prime Minister Eshkol:

"Dear Mr. Prime Minister:

I am following very closely the tense situation in the Near
East and am deeply concerned about the maintenance of peace
in that area. We have made known our concern in Damascus and
Cairo and are working closely with other countries in the United
Nations, Our efforts will continue.

I know that you and your people are having your patiénce
tried to the limits by continuing incidents along your border, In
this situation, I would like to emphasize in the strongest terms
the need to avoid any action on your side which would add further
to the violence and tension in your area, I urge the closest
consultation between you and your principal friends, I am sure you
will understand that I cannot accept any responsibilities on behalf of
the United Stdes for situations which arise as the result of actions |
on which we are not consulted,

With personal regards,

Sincerely,

Lyndon B Johnsaon'"
J Jrcr) -
/  SEGRET



= 53 Wednesday - -siay 17, 1967
AMEMOBANDUM FOR THE PRESIDENT

SUBJECT: Venozuelun Case Againat Cuba

The Venssuelan Foreign lMinister yestorday announced President Leoai’s
decision to call for a Meeting of Foreign Mintsters (MFM) to consider
tha problem of Cuban support for guerrilla moveronts in the hemis
phere. The Vzaeszuelans have as yet taken no formsal action in the QAS,
Their OAS Ambassador has basu recalled $o Carscas, We assume that
he will return with ordars to ask the GAS Council $o convoke an MEFM.

Yesterday Ambassador Bernbaur: spoke with President Loenl and Foreige
Minjster Iribarren. e found them both concerned ever what further

wsningfel action can be taken to punish Castro short of use of armed
force against Cuban texrritory. Beranbaum's reports are attached,

You will recall that the 1364 XMFM approved mandatory sanctions: break
in diplomatic reletivns and suspension of trade and sex transportation.
All have complisd excopt Mexico.

State iz taking a look at possible additional measures:

Through the MIi

1. A etrong comdemnation of the GCastro yegime,

2. An OAS blacklist of trading and shitpping entitiss and vessels
which engage in significant transactions with Cubs,

3. Aauthorization for QAS meomber statos, ncting individuslly
and collectively, to 2top and gearch Cuban flag ships {(or
ships without flag} in the Caribbean suspected of acting as
mother ghipo for Cuban~-sponsored infiltration teams.

 Cutside the MFPM

1. Pravail upea Mexico to comply with the 1964 MFM docision
and break all diplomatic and sconomic ties with Cuaba.

2. The United States and Latin Amerlcan countries having relae
tlons with the Soviet Union to impress upon tha Soviets the
gravity of continued promotion of subversisn by Castro.


https://ha:ri.Ag
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The blacklist and stop-and-setreh measures raive many saevious probe-
l2raa which need careful analysis hofors we sign on, Stste is ongaged
in ¢his anniysia.

In the moantime ~« as you will see from Bernbaum's cable - wo con-
tinug to help the Venesvelansg zo yon promised President Leoni we would,

W. W. Bustow

Attaghments

Messages {rom Ambassadoy Beranbaum
in Caracas {6069 and 6070),
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Message (uu. vuev) ITomn Ambpassador HSernbaum in Caracas,
dated May 17, 1967

SUBJECT: Venezuelan Initiative on Cuban Intervention
(reference: Caracas's 6069)

1. I saw President Leoni tonight at his request following my talk
with Foreign Minister Iribarren. He displayed a much stronger, prage
matic, and more positive approach to the Cuban problem. Clearly
exercised over the insolence and irresponsibility of the Cuban attitude,
he said that he felt frustrated over the Venczuelan Government's inability
to do anything commensurate with the '‘gravity of the situation. Cubs,
he said, is armed beyond the retaliatory capability of any country in
this hemisphere other than the United States,

2. Leoni then noted that Castro is making hay in Latin America,
with no foreseeable possibility of stopping him. He said guerrillas
are active throughout the continent: in Venezuela, in Guatemala, in
Colombia, in Ecuador, and even in Peru, although the Government of
Peru will not admit it. He referred to the May 8 landing in Venezuela
and said that the Cubans, if they wanted to, could have landed 100 men.
There is no way Venezuela or any othor country in the hemisphere can
stop such incursions.withcut:U: S,  action. Venezuela and other OAS
countries are at the mercy of Castro's whims. Unfortunately, the OAS
countries must depend on the US shield at a2 time when the US is committed
in Vietnam and unable, because of the dangers involved, to retaliate
appropriately or to offer adequate protection. He said that Venezuela
is arming itself to the extent possible to cope with the immediate guerrilla
problem, but adequate measures to patrol and defend itself against in~
cursions are beyond the nation's physical and financial capabilities.

3., President Laoni recognized the usefulness of the OAS resolu-
tions, but he felt they were impotent unless accompanied by measures,
whether open or behind the scenes, to make the process truly painful for
Cuba and the Soviet Union. Following an extended discussion of possible
measures, Leoni reduced his ideas to the following proposals, the success
of which would depend heavily on US participation:

(=) He hoped the Department would find it possible to call
in the Soviet Ambasgsador to impress on him the gravity and danger .

of Cuban provocation and t@iexercise pressure to get the USSR to
intervene positively with Castro. At the same time, Venezuela

would let the Soviets know categorically that d:plomatic or other
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relations can not be considered while the USSR continues to
help make it feasible for Castro to support guerrilla operations.

(b} He hoped the United States Gevernmaont would support
a program of retaliation against shipping lines doing businesa
with Cuba through encouragement boycotts by US unions, With
Venezuelan i1 doing the same, and with those of a few other
countries, including Panama, also participating, shipping lines
concerned could easily be brought to their knees. Similarly,
Leoni felt that a program of blacklisting firms giving credits
to or otherwise doing business with Cuba would be effective and
desirable. I made it clear, as had Ambassador Sol Linowitz,
that this was only an idea under discussion in Wahhington and
was not as yet a policy which we could implement,

4. President Leoni was not able to define whether he wanted the
US Government to take the lead in these measures or to follow the lead
of the Government of Venezucla. He thought that this could be deter-
mined during the process of consultations. In any case, Leoni felt the
far from productive response of the many countries with which the Vene-
zuelan Government had thus far consulted indicated that United States
aupport would be required in pushing these countries toward action.
I gained the impression that Leoni had been thinking about these points
for some time and that he had In mind a lotter to President Johnson on
the subject. He welcomed the opportunity offered by my departure for
Washington at the end of this week to put his ideas before the Department.


https://Ca.st.ro
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Message from Ambassador Bernbaum in Caracas (no. 6069),
dated May 17, 1967

1. The Foreign Minister told me this afterncon that the Govern-
ment of Venezuela has decided to invoke Articles 39 and 40 of the OAS
Charter, convoking a Meeting of Foreign Ministers of consultation
to consider Cuban armed intervention in Venczuela's internal affairs.
He emphasized the importance of that meating being held at the Foreign
Ministers level,

2, The Government of Venezuela wishes the CAS members to
Yeonsider tha situation created by the determined Cuban intervention
against American countries in general", and tc arrive at appropriate
measures to put an end to this situation. The Foreign Minister added,
"It is essential for all other Amsarican republics, in common effort,
to adopt measures to meet the general situation created by Castro's
Cuba." Hz emphasized that the Venezualan Government "has a flexible
approach to the problem and has an open mind on whether pzt~olling
Caribbean waters, economic blockade and a black list policy ..re feasible.

3. The Foreign Minister, in answer to my question regarding
the possibility of co-sponsorship of condemnatory resolution, said that
Guatemala, Colombia and Bolivia would join with the Government of
Venezuela in making the presentation. Panama, Peru and Chile have
also been invited to be co-3sponsors but they made no commitmentiy-nt
to do so yat..

4. During the course of the conversation I passed on to the Foreign
Minister the substance of the Department's telegrams 192936 and 194602,
I told him that the Embassy expected to receive additional ideas from
the Department in the next few days., H: expressed appreciation for
the Departmeant's views, and commented that in many respects they
coincided w th thoze of the Venezuelan Government. H= said at this point
that if new ideas were developed and the consensus was that a stronger
approach to the Cuban problem was advisable, Article 6 of the Rio Treaty
could be invoked and a concurrent meeting of the Ministers called for
the purpose of initiating a stronger course of action.

5. 1 referred to President Johnson's conversation at the Summit
with Dr. Leoni in which President Johnson said that we are ready to join
with Venezuela in a new comdemnation of Cuba. I said I was authorized
to reiterate that pledge. The Foreign Mini ster thanked me and stated
that U.S. support is essential and probably would be decisive.

—CONFIDENTIAL—
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6. The Foreign Minister emphasized that the Government of
Venazuela had reached its decision to take the case to the OAS first,
rather than the United Nations, because the time has come for the
hemisphere nations, as a body, to adopt a common policy. After the
OAS takes its action, he said, it should then jointly present the matter
to the Security Council,

7. Comment: _

In my conversation with Foreign Minister Iribarren on this
matter, I was impressed by his acceptance of many common points ,
which I am convinced is the result of sustained dialogue on the Cuban
problem both at the OAS in Washington and here in Caracas., Any
further recommendations on this matter will be useful and appreciated
by the Venezuelan Government.
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"THE W}’ITE HOUSE

WASHINGTON

Tués'day, May 16, 1967, 7:15 p.

)

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Your Meeting with Belgian Vice Prime Minister
Willy de Clercq, 1:00 p.m., Wednesday, May 17

Belgian Vice Prime Minister -- and Minister of the Budget -- Willy
de Clercq (pronounced de Klairk) will call on you briefly at 1:00 p. m. tomorrow.
(He comes to Washington from EXPO '67.)

De Clercq is strongly pro-American. He is the youngest (39) Vice Prime
Minister in Belgian history, and has been in politics since the early 50's. He
was a Fulbright grantee, and speaks adequate English. (A short biographic
sketch is attached.) h

Talking Points

-- The Vice President's trip. Would like to thank the Belgian Government
for its gracious reception of Vice President Humphrey. The Vice Presi-
dent has told me of his meeting with -the King and Queen, and of the
Government's understanding and support for the U.S. and its policies.

-- NATO. We very much admire and appreciate Belgium's wiliingness to
stand up and be counted during the NATO crisis.

-- Belgian readiness to accept the North Atlantic Council and SHAPE
was a generous move which helped 1mmense1y in solving NATO‘
relocation problems.

-- I understand that relocation is going smootkly, and hope that if any
problems develop they can be resolved to everyone's satisfaction.

-- The Congo. We both want to see political and economic-stability in the
Congo.

-- We particularly appreciate Belgium's willirgress to continue to pro-
vide aid and technicians, despite some hard knocks from the Congolese.

B e e
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-- The Lighter Side. I understand that you are the first Belgian Fulbright
grantee ever to reach Cabinet rank. I hope that the time you sucnt here
had something to do with your rapid rise. (The Fulbright exchange is an
idea of the Senator's with which I heartily agree.)

You may also want to ask de Clercq for his impressions of BXPO '67.

De Clercq will be accompanied by Belgian Ambassador Scheyven and
State's France/Benelux Country Director, Bob Anderson. Walt will be there
from your staff. (I'll be at the Overseas Press Club giving a speech on Europe.
This is a long-standing engagement which you approved.)

A ‘
Franc%fM. Bator
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THE SECRETARY OF STATE
WASHINGTON

May 15, 1957

—CORFIDENTITAE—

1"ORANDUM FOR THE PRESIDENT

SUBJECT: Progress Report on Implementation of
Commitments Made in Bilateral Discus-
sions at Punta del Este.

I sent you on May 4 a report on implementation of
multilateral commitments at the Summit. This report
covers all commitments made during the bilateral
conversations at the Punta del Este Summit Meeting.

1. Dominican Renublic. In keeping with your assur-
ance to President pairaguer that his request for a larcer
sugar quota from the Puerto Rican and Philippine shor.-
falls would be given sympathetic consideration once the
amount of the shortfalls was known, I have sent a memo-
randum to you recommending that the Dominican Republic
be given a special allocation from these shortfalls.
This special allocation would increase the Dominican
quota to 590,000 tons, compared with the 600,000 Pres-
ident Balaguer has requested. We believe it desirable
to indicate, by giving somewhat less than the amount
requested, the need for accelerating modernization of
the Dominican sugar industry and our intent to phase
out any special quota preference for the Dominican
Republic.

With regard to the request for flnanC1qg of dam
projects, assistance f for the Valdesia Dam is 1nc1uded in
the projected AID programs “for FYs"'69 and '70. Studies
are proceeding on the fiscal and _technical fea31b111ty

NEPRIES, T A A

of this proiect. If the Valdesia Dam does brove fea31b1°?

T

LLIeT uams ol the leao Rlver _may also be practlcal
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The Department has been reviewing President
Balaguer's request for preferential treatment of
Dominican vegetables in the United States and a memo-
randum was sent to the White House on May 4.

2. Ecuador. We are making a detailed review of
problems that have arisen between 'AID and Ecuador in
connection with development loans and grants over.the
recent past. I expect to submlt a report to you thlS

week . -

3. Panama. Foreign Minister Eleta arrived May 8
to assume personal direction of the Panamanian nego-
tiating team. The negotiating sessions resumed on
May 10. Eleta agreed to Ambassador Anderson's sugges-
tion that the compensation question be taken up first
and discussed until agreement is reached. He promised
to present a new Panamanian proposal on compensation
promptly.

4. Paraguay. The Department, AID and several
other interested agencies are studying the fourteen
requests made in President Stroéssner's memorandum to
you. Because of the number and varlety of guestlog§
raised by the Paraguayan President, we expect some
weeks' delay before a_complete report can be submltted

5. Trinidad and Tobago. We have held consultations
with the Trinidad and Tobago Embassy here and with Trans
World Airlines regarding the possibility of an American
line buying out the BOAC interests in the Trinidad and
Tobago-based British West Indies Airlines. TWA is
holding discussions with BWIA representatives in New
York. A report of our talks was sent to the White
House on May 5 and we are continuing to pursue the
question actively. We also understand that Caribair
(Puerto Rico-based) has been having discussions with
the Trinidad and Tobago Government in Port-of-Spain.

—CONFIDENTIAE—
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6. Venezuela. A special Department of Defense
team visited Caracas in late April to confer with
Venezuelan officials regarding the military equipment
requested by President Leoni for counterinsurgency
operations. It was agreed that the United States would
sell the equipment desired and almost all deliveries
will be made as desired by Venezuela. Of the $3.5
million total involved, approximately $2 million will
be met under the existing FY '66 credit agreement and
the remaining $1.5 million will be paid in cash.
Venezuelan defense officials have expressed their deepest
satisfaction at the rapid and effective U.S. response.

To assist the Venezuelan Government in its consid-
eration of appropriate initiatives it might take in the
OAS on Cuban subversion, the Department is completing
preparation of specific suggestions on OAS procedures
and substantive actions which Venezuela might propose.

Assistant Secretaries Moore (Interior) and Solomon
met with Canadian representatives on April 17 and
informed them of the U.S. desire to reach a firm under-
standing on the growth rate of Canadian oil imports,
and, pending that, our inability to approve any new
pipelines from Canada. The Canadians indicated that
they wished to study the problem before resuming talks.

The Department of Interior has called for open
hearings from May 22-24 to allow discussion on_the entire
oil imports program, 1nc1ud1ng agphalt measures. The
investigation by the Office of Emergency Plgnnlng of

e e e P e

O e S

the national security 1mpllcat10ns of treatment of =
asphalt and asphaltic crudes under the oil 1mports

AT W A E Lk T AR B T T N0 Ve g A R Tl e e T4 R 1 e

program was 1n1t1ated Aprll 17.

e AP TSNS R 1S L e e SERGRWPNDITE W R

The Department of Health, Education and Welfare has
established an inter-agency committee, with representation
from the Department of State, to study air pollution,
including the impact of U.S. air pollution regulations on
imports of residual fuel oils. The committee has begun
its work.

—CONFIDENTIAL—
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The reports we have received of both public and
private assessments of the Summit by the Latin American
officials concerned indicate that the Presidents were
especially pleased with the bilateral discussions. We
shall move forward as rapidly as possible to comply
with the commitments made during these talks and I will
continue to keep you informed of the progress made.

S oarlorete

Dean Rusk




CopimmmtTiaL May 16, 1967

MEMORANDUM FOR THE PRESIDENT

SUBJECT: $30.5 million Project Loan for Turkey

Here is an outstanding example of ' w we are using our aid in
Turkey to induce a turnaround in Turkish economic policy.

Prime Minister Demirel is trying to chip away at Turkey'!s strong
tradition of state-run enterprises because they're smothered with
bureaucracy and are highly uncompetitive, Turkish industry must o
become more efficient if Turkey is to boost export earnings and eventually
move into the Common Market, Turkey will also have to develop a
larger private capital market to finance the necessary expansion of
private enterprise,

This project ($30. 5 million loan) for developing copper deposits
was originally conceived as a state-run enterprise. However, Demirel
agreed to charter a new private Turkish corporation instead, Our
money will go through the Turkish Govermment to it, and the Government
will transfer to the company the mining rights and processing facilities
from some of its own principal copper ore properties. The equity
underwriting will be the largest in Turkish history--a sharp boost for
the capital market, Demirel is fighting substantial opposition from his
own bureaucracy. Our quick approval will strengthen his hand,

I talked with Jim Grant, our AID Director in Turkey yesterday.
He paints an encouraging picture of the extent to which economic growth
is catching hold in Turkey, He showed me pictures of how the Mexican
wheat seeds that have been so successful in Pakistan and India are
capturing the farmers! attention in Turkey too, According to him,
Demirel is running a good economic show,

Attached are Bill Gaud's proposal and endorsements by Charles
Schultze and Secretary Fowler, I recommend you approve,

/ W. W. Rostow
Apprave

Disapprove




/7=

MEMORANDUM FOR THE PRESIDENT

Subject: Project Loan Assistance to Turkey

In the attached memorandum, Bill Gaud requests your approval of a
$30.5 million loan to the Government of Turkey, This will then be re-
lent to a new private Turkish corporation for a copper mining and
smelting complex on the Black Sea coast,

When this project was first proposed to AID by the Turks several years
ago it was proposed as an entirely government undertaking. In line
with AID's strategy in Turkey of encouraging the growth of private
enterprise in the heavily state-controlled mining and industrial sec-
tor, Dave Bell made 497 private ownership a minimum condition of AID
financing. Under AID's persistent urging the pragmatic Demirel
government has finally agreed to give private enterprise the majority
control (51%).

This is a real hreakthrough in a traditionally government controlled
sector, Additivnally -

- The project will provide $33 million per year in
foreign exchange,

= The underwriting and sale of shares to the public
will help develop the private capital market,

I recommend that you authorize this important private sector loan,
Secretary Fowler agrees that this loan will have a minimal impact on
our balance of payments.

Attachment
Approve

Disapprove
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D. C. 20523

OFFICE OF
THE ADMINISTRATOR

MAY 4 1967

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Project Loan Assistance to Turkey

I am requesting authorization for a development loan of $30.5
million to the Govermment of Turkey which will be re-lent to a new
private Turkish corporation. The loan will finance the development
of selected copper deposits on the Black Sea coast, construction

of a copper smelter at ‘Samsun and related facilities.

In January you approved the pledging and subsequent signing of a
program loan to Turkey of up to $65 million. At that time we
indicated our expectation of also making project loans of approxi-
mately $55 million during FY 1967. In addition to this loan,
three other project loans totalling approximately $24 million are
under consideration,

Self-Help

The rapid increase in Turkish exports, which is essentlial if the
goal of eliminating the need for concessional assistance by 1973

is to be reached, is largely dependent on the development of Turkey's
mineral resources., For over two years we have been discussing with
the Government of Turkey the need to take a more liberal approach

to the development of its natural resources by permitting a broader
participation of private industry.

This project represents the culmination of these efforts. It is a
significant breakthrough in the development of the Turkish private
sector and clear evidence of the pragmatic approach of the Demirel
Government in areas which for ideological reasons had been considered
an exclusive responsibility of the state. Strong political and
bureaucratic opposition to this project has already developed and
Etibank, the State Economlc Enterprise responsible for the develop-
ment of Turkey's mineral resources and implementation of this project,
has been subjected to intense pressure. Demirel, however, continues
to give 1t his complete support. -

LIMITED OFFICTAL USE
DECONTROL FOLLQWING MAY 4, 1972
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The project will provide significant foreign exchange benefits -
net annual foreign exchange benefits are estimated to exceed $33
million (approximately 7% of current export earnings); the company
will be 51% owned by the Turkish private sector; and the equity
underwriting ($15 million) for this project, which is the largest
in Turkish history, will give a significant stimulus to the
development of a private capital market.

The Government of Turkey has agreed to transfer the mining rights
and processing facilities of some of its principal copper ore
properties on the Black Sea coast to the new company and authorized
Etibank to become a minority stockholder in this private company.

U, S, Balance of Payments Considerations

A1l of the proceeds of this loan will be used to purchase goods

and services from the U, S. Since Turkey normally purchases the
bulk of its mining equipment from Europe, A.I.D., financing is likely
to lead to additional U, S. exports and may help develop a market
for U, S. mining equipment.

Recommendation

This loan has been examined thoroughly by A.I.D. and recommended
for approval by the Interagency Development Loan Committee. I,
therefore, recommend your approval,

G, QL
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May 15, 1967; T:45 v

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Invitation to Italian President Saragat to Visit You in
September.

At Tab A, for your approval, is an invitation for President
Saragat to visit you this September. (You have already approved
Secretary Rusk's recommendation for an informal Séptember visit.)

A personal message would greatly please Saragat, who has
long hoped for an invitation. If you approve, Reinhardt will tell
Saragat that you are thinking in terms of a one-day visit sometime
between September 18-20.

Francis M. Bator

Approve invitation |/

No

Speak to me



DRAFT MESSAGE TO ITALIAN PRESIDENT SARAGAT

Dear Mr. President:

I understand that you plan to travel to Canada in September. It
would be a special pleasurei for me if you could come to Washington
for an informal visit before you continue on to the Far East. This
would give us an opportunity to disamss problems of concern to our
two countries, and to exchange views on the great international
issues of the day.

If this would be possible for you, I suggest that we ask Ambassadors
Fenoaltea and Reinhardt to work out a mutually satisfactory date.

With warm best wishes,

Sincerely,



Tuesday, May 16, 1967 -- 5:15 p.m,

Mr, President:

We have been holding the attached message to former Chancellor
Erhard until you could get an opinion from Secretary Rusk about the
protocol problems that might arise if Erhard spent the night at the
White House.

You did not rule on Sec. Rusk's negative judgment (attached" Iab A).

In addition, there is some thought the Erhard invitation should
follow your decision on an invitation to Kiesinger (Tab B).

Therefore, we need guidance:
-~ Approve Kiesinger invitation
invitation to Erhard

-- Hold /awaiting Kiesinger decision

~- Send Erhard invitation, including invitation to stay at
White House '

-~ Send Erhard invitation without reference to staying at
White House

-= See me

W. W, Rostow

WWRostow:rin






 CONFIDENTIA L WASHINGTON

[
THE WHITE HOUSE )"7

Thursday, May 11, 1967
3:55 p,m.

\
Mr, President: L/i /

Herewith Sec. Rusk presents his
response to the question you raised
about Erhard's visit with you.

Wm ostow
DL ASTITIED

0 Do 2.4{D)

S U, Bob. 24, 1983

Cre . 92184
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THE SECRETARY OF STATE
WASHINGTON

May 10, 1967
—CONFIDENTIAT—

MEMORANDUM FOR THE HONORABLE
WALT W, ROSTOW

On balance, I would advise against the President's
asking Ludwig Erhard to spend the night in the White
House prior to his luncheon. It might create sensi-
tivities with Kiesinger and it could also raise problems
of precedent for other personalities such as Wilson,
Holt, or anyone who would feel some pressure toward
demonstrating that they have a very close relationship
with the President.

W

Dean Rusk

2



https://ONFIDENTL�.cL

b s gt meh Y g o

-

-~

N\

/\

\/

THE SECREITARY OF STaiE J po) 4 £

WASHINGTON

—ERIDERT IR
e 4 2

MEMORANDUM FOR THE PRESIDENT
'Subjcct: Kiesinger Visit

Recommendation:

That you-approve the attached tcext of a message
inviting Chancellor Kicecsinger to the United States.

Approve _ Disapprove

"Discussion:

- On April 26, immediately after your meeting with
Chancellor Kiesinger, you told a mixed group compesed of
Kiesinger's staff and your own that: 1) you had invited
the Chancellor and Mrs. Kiesinger to come to Washington
when they could; 2) you would follow this matter up in
the next few weeks; and 3) an announcewent would be mada.

I enclose 3 suggested message Inviting the Kiesiugers
and propogiag that the Chancellor accept a date late in
June, or in September. The suggested message invites the
Chancellor and Mrs, Klesinger to Washington, and following
that, as a special mark of favor, to the Ranch,

I suggest the visit to Washington because the Germans
will welcome the official character this would zive the
visit. The addition of a trip tou the Ranch would add an
important personal teouch that would have favoxable rasults
with Kiesinger himself as well as with thé German public.

Declassified following Januory 1, 1963
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Your message would be sent to Ambassador MeGhec who
would explain, oo delivery, that simultancous sunounce-
mants would be made in both capitals once a wutually
sabisfactory date was agrecd, but that witil then, both
parties would coniine themselves (o press statements that
arrangements were going Lorward,

Dean Rusk

Eunclosure:

Sugpgested message o Kiesinger

I k)
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DEPARTMENT OF STATE

Sugpested Telagram

o
ACTION: Amenbassy BONN
Ambassador should deliver following message to Chancellor
Kiesinger from Presidenmt. Noetify Depaviment, Lo pass
Yhite House, after deiiﬁéry bas been made.
Begin Taxnt:
Dear Mr, Chancellor:
1 was grateful for the opportunity teo discuss with you
our common concerns., 1 am sure we agree -that such
the healthy and vital relationship between our two
countries which has existed in the past and which we

both want to see continued and strengthened.

Yau will recall that during our last talk I told you
that Mrs. Johnson and I would be delighted to welcome
you to Washington, We would be especiaily pieased if
you could come and see us in Washingtoun and at our raanch

as well. May I suggest that you and Mrs, Kiesinger

—GONEFIDENTTAL —
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consider June 20-22 as the approximate time for your
arrvival here? If this is inconvenient, perhaps you
would find a date in early September better. If you
could let me know what dates would suilt you during

these periods, I am sure that between us wae can {ind

~a few days that would be convenient to everyone.

America would welcowme bath of you wafmly, ¥r, Chancellor,
Mrs. Johunson and I look forward te your visit with
pleasure,

Sincerely,

Lyndon B, Johnson

Ead Text.

When you make delivery, explain to Chancellor's office

that President hopes replies to press questions sbout
Chancellor's visit Lo United States can be confined to
general statements that arrangemants ave being made,
until visit date actually agreed., White House suggests
simultaneous Ronn-Washington announcement when agreenent

on Eiming reached.
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Tuesday, May 16, 1967
11:05 . m.

Mr., President:

Herewith Sec. Rusk urgently seeks clearance
for:

-~ Teabling on Thursday in Geneva a draft
non~-proliferation tr eaty with Article Il on
safeguards left blank, due to the differences
between the position of the Soiiet Union and NATO;
and

-« To advigse the Germans that we urge
postponement of the duration issue until we see
whether the other issues in contention can be
cleared out and to avoid having the Germars out
in front.

Sec, Rusk will probably wish to raise this
at lunch today.

W. W. Rostow

Tor-
SECRET— NODIS

cc: Mr, Bator
Mr. Keeny

WWRostow:rln
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—SECREF/NODEIS— 7845
THE SECRETARY OF STATE : }&

WASHINGTON :

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Proposed Tabling of a Non-Proliferation
Treaty at the ENDC

The Federal Republic of Germany has objected to our
proposal to table a Non-Proliferation Treaty jointly with the
U.S.S.R., with the safeguards Article (Article III) left blank
subject to further U.S.-Soviet efforts to achieve a joint
proposal. They take the position that this might result in a
safeguards Article which is harmful to the interests of EURATOM.
They also propose that we introduce a U.S. draft which would
include our safeguards Article, with an additional clause to
make clear that inspectors are to be drawn only from countries
accepting safeguards inspections on their territory, and with
certain other additions to the text which has been shcwn the
Soviets,

On Sunday the Germans, acting on instructions from the
Foreign Minister, changed the emphasis on this approach to indicate
that, although their basic position is that they still favored
tabling two separate complete drafts, they would accept as a fall-
back the tabling of a joint draft with Article III left blank,
provided we assured them

(1) that we would obtain an understanding with the Co-
chairman that we would attempt to negotiate out an Article III
privately, and

(2) that if the subject of Article III was nevertheless
raised in the Plenary, the U.S. would state that it considered
an Article III like that which we have been discussing with the
FRG as an essential condition for Western approval.

GROUP 1.
Excluded from automatic
: downgrading and
—SEGRET/NQDIS declassification.

G
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In this fall-back position the Germans are now, in effect,
asking that if, as is most likely, the Soviets won't at this
time accept the German-preferred Article III and we table a
joint draft with a blank Article III, the U.S. would in any
future discussion of safeguards in Geneva become the spokesman
for the German position.

The fact that the Germans are backing off from their
opposition to the tabling of a joint draft with Article III
blank is in itself an encouraging sign. I believe a decision
to table a separate U.S, draft treaty now would seriously
jeopardize the prospect of achieving U.S. - Soviet agreement
on a treaty. It would leave the Soviets free to introduce --
or reintroduce -- various ideas of their own which we and the
FRG would find unacceptable. It is most unlikely that any
worthwhile treaty could be concluded in the absence of U.S. -
Soviet agreement.

Nor can we object to the first of their conditions, namely
that the U.S. would obtain an understanding with the Soviets
that we would attempt to negotiate out an Article III privately
and that multilateral discussion at the Conference of safeguards
would be suspended pending availability of language protecting
EURATOM interests to which the Soviets could agree.

My recommendation is that, if the Soviets will agree to
this procedure -- as 1 believe they may -- we proceed to table
a jointly-recommended draft in the ENDC with Article III, safe-
guards, initially left blank. | T

I have considerable difficulty with the second German con-
dition. The German condition is based on a realistic assumption;
it is certain that the Indians and others among the Eight will
take an initial position that a safeguards Article should apply
to the peaceful activities of all countries, both those which
do and those which do not have nuclear weapons. We can accept
this, but it will put great pressure on the Russians who will
reject it.

There is no reason that this discussion should be to our
disadvantage. The United States need not assume the responsibility
for the fact that the ENDC is not considering such an Article. We
are justified in making it quite clear that it is the continuing
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refusal of the U.,S.S.R. to accept safeguards on its territory
that prevents acceptance of a non-discriminatory article. We
can use this position as a basis for establishing a consensus
at the ENDC in support of the position recommended by the FRG
that IAEA inspectors are to be drawn only from countries
accepting inspectors on their territories.

It is not clear that this tactical advantage would extend
to obtaining general support for the relationship between
regional inspection systems (in particular, EURATOM) and IAEA
which the FRG has in mind. We should make every effort to reach
agreement on this point and we should tell the Germans that we
will do so. However, we should not now lose all flexibility on
this subject by promising that it will be our current draft of
Article III or nothing. We should rather indicate to the Germans
that if we fail to obtain agreement on this approach, we would
have to reassess the entire safeguards issue if it continues to
stand in the way of an otherwise worthwhile treaty. W& should
indicate that we will do so through full NATO consultation and
taking into account the views of all our allies. We should
point out that the purpose of this negotiation is not to impose
a treaty on anyone but to reach a treaty which all governments
can accept in good spirit. This will involve extended negotia-
tions in the period ahead which will be carried on in full con-
sultation with our allies both in NAC and in capitals. We will
expect the Western Four in the ENDC to be fully alert to protect
the interests of NATO,

The further point made by Minister von Lilienfeld on behalf
of Chancellor Kiesinger to Walt Rostow was for a treaty of limit-
ed duration. The suggestion was that the treaty should either

e limited to a period of 20 years or signatories should be able
to accede for a limited period. The Italians have suggested an
even shorter duration clause and 1 believe that other key
countries will also want to limit. the treaty's duration.

IR L A RARTA e o

It is most unlikely, however, that we could, at this time,
negotiate a limited duration clause with the Soviets who would
see it as the result of German pressure. This problem would be
eased with the Soviets if it became clear that it was being
raised by other countries. Moreover, the question of duration

_,.SEGRET%NOBTS—~———
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FOP-SECRET -~ NODIS

Tuesday, May 16, 1967
10:55 a, m.

Mr. President:

Herewith Goav., Harriman .
proposes we go now to the Russians
and tell them of our bombing plans,

expressing our "expectation' that
they will influence Hanol to negotiate,

W. ¥W. Rostow

~FOP-SECRET—=- NODIS

WWRostow:rIn

e~
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DEPARTMENT OF STATE
AMBASSADOR AT LARGE

—FOP—SECRET = NODIS May 15, 1967

MEMORANDUM FOR THE PRESIDENT AND THE SECRETARY
Subject: Negotiations - Soviet Union

Since my return to Washington, I have had a chance to
catch up with my reading, and I understand bombing proposal
"C" is in the process of being accepted. There is no doubt
in my mind that this decision is wise and now gives an
opportunity for political action.

The first step, I believe, should be to get word to the
Soviets of this decision at once. They are evidently going
through some ''agonizing reappraisal' as indicated by the
delay in Dobrynin's return. In their debate I would guess
that the hard liners are pressing those, probably led by
Kosygin, who favor a softer action. A decision, once made
and conveyed to the United States through Dobrynin, would
be difficult for Moscow to reverse.

I am therefore convinced ‘and strongly urge that Tommy
be immediately instructed to seek a meeting with the highest
official available, preferably Gromyko or at least Kuznetsov,
to inform the Soviets in confidence of our decision, and to
indicate that we expect the Soviets to use their influence to
move Hanoi towards negotiations. On the other hand, if a
quick decision can be made, it might be more effective to
convey the decision through a letter from the President to
Kosygin. '

I can understand the temptation to wait for the Secretary's
talk with Dobrynin, but to me the disadvantages far outweigh
any possible advantage. We must assume that in the absence

. of an approach by us the Soviet decision will be a hard line,
at least as far as Vietnam is concerned.

If we inform Moscow directly or indirectly through our
actions, after they have given us their hard line, it would
reinfcrce the Moscow hard liners in their belief that toughness

DECLASSIFIED ) with
E.O. 12356, Sec. 3
Ny _ 1= 47% | —TOR-SREREF=—NODES—
By“"ﬁ“’ NARA, Date 2427 >
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with the U.S. will get results, and thus weaken the position
of those who incline toward finding accommodation.

It may be well to recall that concilatory initiatives on
our part have in the past produced effective results in deal-
ing with the Kremlin. For example, President Kemnedy's con-
ciliatory American University speech made possible the agreement
on a limited test ban within six weeks. On the other hand, it
is well to bear in mind Tommy's comment in his May 8th letter
to Gene Rostow that "If there is one thing I have learned about
this place it is they react badly to threats.”

I feel I can say with some assurance that the Soviets
react to a well-concealed mailed fist in the background, but
that agreements can usually best be reached in an atmosphere
of trying to find a common ground in as friendly a manner as
conditions permit. At times one has to be brutally tough,
though we must always give the Soviets a way out. At others,
results can best be achieved by attempting to find areas of
mutual self interest. In my judgment, Vietnam is in the latter
category. ‘

There is much at stake in the way in which we deal with
Moscow. We should exploit the division between Moscow and
Peking, and avoid actions that tend to bring them together.

In any event, the only way a settlement in Vietnam can be
reached in the near future would be through Moscow's influence.

W. AVQ;ZQQ ﬁgrriman
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