
Friday. s~i>tember 15, 1967 1 ~ 
'f-:00 p.m. ~ 

MR. PRESIDENT: 

Herewith pres.s contacts for the week. 

Tuesday. September lZ 

Jim Lucas (Scripps..Howard Newspa~r .Alliance) came in at George 
Christlan•s. request.. He asked about escalation. I explained that there waa 
no escalation: we were systematically pursuing an attack on transport 
as well as electric power~ The success oi the tran.spoi-t attacks in recent 
months made it :rational to extend the targeting to the buffer zone which \.vas 
·u.sed as safe haven in daylight hours; to the Doumer and Pont des Rapides 
bridges; and to certain marshaling yards and bridges not hitherto attacked. 

·The three critical criteria setting a limit on bombing were: 

-- that bombing: not risk the enlargement of the war which bore partic­
·ularly on attacks which rlsked bitting ships; 

-- that the military targets be worthy of the loss of our .men and planes; and 

-- that civilian casualties not be excessive. 

The key· sentence in hia article was, simply• .never sp-ok.en. lie extracted 
from the three criteria set out above the criterion about loss of American 
lives, which distorted the interview. 

Bo)'!France (BUSINESS WEEK) came in for a review of where things 
were in Viet Nam and the Middle East after his vacation. I briefed him in 
general terms. 

At your instruction. I invited in David K. Vtillis of the Christian Science 
:h,i'.onitor, I told blm that we bad read his articlt; about public confusion. on 
Viet Nam. I thought he might be interested in seeing why we were confident 
that the wa!' was -on a winning track although we could predict no end date. 
I took him through the statistics. With respect to population control, I told 
him that we were studying the figures; that we were not prepared to re.lease 
the whole series; but that he could use the rounded figures showing an increase 
in GVN population. control or influence from roundly 8 million in June 1965 
to 12 million in June 1967. I made available to him other information which 
supported that impression of impro.vement. 

https://sp-ok.en
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Wednesday. September 13 

Hush Sidey (TIME magazine-) came in to see me on two points: our 
bombing policy and the situation in Viet Nam. I explained the bombing 
policy in much the same terms as I did to Lucas, but, under his 
questioning, I explained why it is simply not true that major differences 
ext.at between the JCS and Sect. McNamara. With respect to Viet. Nam. I 
gave him 111uch the same material I bad given David Willis. I gather from 
colleaguea to whom he later spoke th.at he tound the interview useful. 

Thu.rade.y. September 14: 

I had Cyrus Sulzberger (New York Tintes) in to-lunch before hie talk 
with you. I reviewed progress and problems in Latln America and A£rlca. 
In particular I put him on to the developments on the inner- frontiers of 
South .America and cotnmended this theme to him as one he might pursue 
on his trip.. 

Robe.rt Moskin. writing a. story about me for LOOK magazine. came 
in for interviews on September 13, 14. and 15. Be appears to be building 
bls atory around three cbaracte:rlzations of me to which he asked me to 
respond: a bureaucrat; a hawk; and an optimist. I talked to him at some 
length about my roapeet !or the bureaucracy as a medium through which, 
under the leadership of responsible politicians. ideas are translated into 
action. As tor being a hawk, I explained that, while I recognize that this 
is a world in which there a~e occasions when the only possible reply to the 
use 0£ force is the use of counterforce, I regarded this as a sad and trag{v 
fact (quoting a paasage from your Baltimore speech), and that I spent more 
time on ways to eud the we:, in Viet Nam by diplomacy than I did on bombing 
targets41 As for being an optimist~ I told him that any damn fool could see 
that we were living in perhaps one of the most dangei-ous passages in history; 
that the duty of man was to struggle against the dangers on behalf 0£ o~der 
and progress; and that the record of' our common achievements since 1945 
is not unhope£ul if \Ve stay with the job for the next generation. 

W. W.R, 



-----

f~p» 
Friday, September 15, 1967 -- l:'40 p. m. 

Mr. President: 

I am informed that .Sec. · Rus'k is a bit concerned about our suggesting 
to Sato via Amb. Johnson that we would look favorably on Sato's accepting 
Bob Anderson's dinner invitation in New York. Bob Anderson asked that 
I arrang,e for such a suggestion. 

There is n.ome feeling that this would U.ntt excessively the government . 
<to a private business mat~. 

Your judgment ls requested. 

Vf. W. Roatow 

Let Amb. Johnson make suggestion_____ 

Let Anderson invitation to New York 
dinner float 011 its own merlts 
✓-· -

See me 

WWRostow:rln 



F~rlday. Sept. 15,, 1967 
OONF!DENtlAL l:ZS p.m. 

MR. PRESIDENT: 

Herewith, !or your consideration, a summary.of 
the PL 480 package including, as you requested: 

- - a note on 'budgetary effects; 

-- a posslble bargain with Pakistan. 

The two packages. which are attached. set out 
the matter 1n greater detail. 

W. W.R. 

CONFIDENTIAL attachment 

DECLASSIFIED 
. E.O. 12356, Sec. 3.4(b) 

Whit.e House Gwdclinei, Feb. 24, 1983 

Br#-, NARA, Date /o-/-r/ 
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CONFIDENTIAL Friday, September 15, 1967 -- 1:00 PM 

D 
1.0. 12356. Sec. 3.4MEMORANDUM FOR THE PRESIDENT NIJ 9'1-3'-.2. 

By ct:, • NARA. Date · .q~SUBJECT: PL 480 Summary 

The following is a wrap-up of PL 480 proposals now before you: 

Number of Agreements: Ten (including the Pakistan deal described 
below) 

Countries : Chile, Ceylon, Paraguay, Guinea, Morr(?CO, Tunisia, 
Bolivia, Indonesia, Ghana and Pakistan 

Value: $128 million (with the possibility of an additional $5 million 
in Tunisia) 

Commodities: Wheat and Wheat Flour -- 1,315,000 tons * 
Corn 70, 000 tons 
Cotton 76, 870 bales 
Tallow 15, 400 tons 
Oil 6 5, 000 tons 
Tobacco 550 tons 
Milk 3, 000 tons 

Budgetary Effects: No additional expenditures. In the present shape of 
the U.S. wheat market, any wheat we do not ship abroad the CCC will have 
to buy and store any.\Yay:rhus, our best guess is that these actions would 
add nothing to the present spending outlook. 

A possible bargain on Pakistan: The Pakistanis have requested 750, 000 tons 
of wheat. Agriculture will probably object to anything more than 500, 000 tons. 
Bu~~rthe y will probably accept the following offer to the Pakistanis: 

-- 500, 000 tons under PL 480 

-- an additional ton of PL 480 wheat for everyadditional ton s of Pakistan's 
commercial wheat purchases above what imey now plan to buy here. 

Gaud would also agree to this offer, although he would prefer to do a flat 
500,000 tons and hold back the rest until the Paks do more to reform their 
management of foreign exchange. In either case,-- although you may want 
to approve the wheat now - - we should not broach this to the Paks until their 
negotiator arrives here in two weeks. If we look too anxious, we will take all 
the power out of our self-help push. 

W. W.ROSTOW 
*plus whatever we move under the matching 

bargain with Pakistan. 



Friday, September 15, 1967 
e0N'.E IDEN'I.IAh/-5ENSI'ftVE 10:30 a. m. 

MR. PRESIDENT: 

Herewith Bill Leonhart p%oposes that the time has come to liquidate 
his shop. -

He has q,uietly -- with the greatest discretion -- discussed this 
with Sect. Rusk, Sect. McNamara, and myself. 

We all concur in hie 'thoroughly objective analysis of the situation. 

If you concur. the timing of the annomicement deserves some thought. 
on. wbich you will undoubtedly have a judgment. 

My only recomn,endation with respect to timing is that it be accompanied 
by the announcement of a first-class appointment.for Bill Leonhart. 

Those of ua who have worked with him -- including, I believe, Sect. 
McNamara -- have tb.e highest regard for his effectiveness. experience, 
and ju.dgment. He contributed vastly more ta the Komer operation 
than is widely understood. 

I knew him over a. period of years at the State Department. I am sure 
he is one of the two or three best Foreign Service Officers of bia 
generation. His preference would.be to beco11.1e Ambassador. He 
believes he could handle Australiiil, the Philippines, or Indonesia -­
should Marshall Green.ta medical condition require that he return soon. 

You may wish to discuss the matter of Leonbart's future assignment 
with Sect. Rusk. 

W.W. R. 

Attachment . 

Vl:-TE""~i\n .;.;,1;0 "t"O ~G AN ,\OMf;VJ~IUT'We 
t"l'~l'JG- G4"1CEltEO ~~ EO. lt::S)'.~ 
S<Sc.. ~ ~ i\"1.t AAct;n,~i:;r·s r::.er::.o ··;; 
M&.K ,: J . -~g:f$2. 
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September 14, 1967 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Future of This Office 

1. Eighteen months ago this office was established to help carry out your 
determination that Revolutionary Development/Pacification programs in 
Vietnam must be speeded up, given priority with military operations, and 
conducted with wartime urgency. 

2. Under your direction, we moved on four fronts: 

To energize pacification activities of the major 
departments and agencies. 

To exert highest authority concern upon the Saigon 
Mission for integrated effort and maximum results. 

-\. 

To increase the re source and manpower flow into 
pacification programs. 

To coordinate the Washington management 
of pacification programs in Vietnam. 

3. I believe that the expediting functions of this office have contributed 
to the better grip Washington and Saigon now have on pacification manage­
ment and have speeded up the increasing effectiveness of this crucial 
effort in the field. We now have the Vietnamese elections behind us. 
Their results reinforce the main directions of our pacification programs. 
For the period ahead, I feel that the question of how you may best be 
served requires a new look. 

TODAY'S MANAGEMENT FRAMEWORK 

4. The major departments and agencies are now deeply involved in 
pacification activities. Senior staff sections working exclusively on 
Vietnam and targetted on pacification are now operational where none 
existed eighteen months ago: 



- z -

- - AID has organized a special Vietnam Bureau; is better focused 
in its Revolutionary Development programs and CORDS-related 
activities; has new and vigorous leadership under Jim Grant. 

- - DOD has developed a new pacification back-up in its Office of 
Systems Analysis under Alain Enthoven and Vic Heyman. Its 
staff is organized to examine special Vietnam pacification problem 
areas. It publishes a monthly report which is a first-rate monitor -
ing and analytic document. It is developing a computerized 
processing system, using data banks here, at CINCPAC and at 
MACV, to keep track of pacification progress. 1 

-- JCS have expanded their SACSA office under Major General 
Bill DePuy to provide a Vietnam section as a focal point for back­
stopping CORDS field operations. DePuy' s weekly repo_rts on the 
military aspects of pacification are competently covering this 
earlier aspect of our work. 

-- CIA has established a new Situation Room for pacification operations. 
Its special Vietnam staff under George Carver monitors Revolutionary 
Development team activities and the anti--infrastructure effort. It is 
beginning a new monthly report which will measure and analyze 
progress in carrying out combined provincial Revolutionary Develop­
ment plans. 

5. In the Saigon Mission -- a new team, a new civil-military structu:be 
and an integrated pacification program. The Bunker-Locke - We atmoreland­
Komer team has added strength and vigor to field operations. The CORDS 
organization enforces unified direction and single management. Three of 
the original members of our office now are in key jobs in Sa igon .. - Bob 
Komer, Charles Cooper. and Bob Montague. Eighteen months ago, 
separate US agencies operated separate field organizations, individual 
pacification programs, and independent management controls.. There was 
then a need for detailed Washington direction of SaigonI s non-military 
programs and for pressure to achieve integrated direction of pacification 
resources. Today, these requirements are much reduced. 

6. In resource and manpower flow: -- pacification programs have risen 
from about $130 million at the end of 1965 to an annual rate of $360 million 
in mid-1967, and from five billion piasters in 1965 to ZO billions in 1967. 
Vietnamese nationals engaged in pacification work have gone up from 
95,000 in 1965 to 315,000 in 1967. We are not yet at full capacity but 
further increases will be limited by Vietnamese manpower and resource 
scarcities. Recent economic negotiations, in which we were deeply involved, 
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have establiahed the aid framework for Vietnam through 1968 and accom­
plished a piaster exchange rate unification which will save the US, on 
balance of payments account over the next 15 months, about $1 ZO million. 
Ahead, the main task is effective management of resources in being or 
now agreed. This is an operational job which can only be done in the field. 

7. In inter-agency coordination .... State has moved effectively to integrate 
J?8:Cification backstopping with our total Vietnam program support. The 
main instruments are Under Secretary Katzenbach'a informal group and a 
working level Committee chaired by Phil Habib which draws its member­
ship from departments and agencies having pacification responsibilities. 
White House touch is maintained in both groups regularly by Walt Rostow 
and his staff and on an ad hoc basis by this office. Thia structure 
parallels, in the necessarily more sensitive Vietnam conte.xt, the Senior 
Interdepartmental Group pattern, and reflects the unified direction o.f 
pacification, political development, and security operations achieved in 
the field. In pacification matters, the present work projects of the Habib 
committee -- PsyOps, anti-infrastructure, AID-CORDS relationships and 
US leverage -- carry forward recommendations earlier pressed by this 
office, relate to staff sections of Komer' s field organization, and are 
moving ahead well. 

THE PERIOD AHEAD 

8. These new arrangements ..... in Washington and at Saigon .. _ necessarily 
affect White House staff roles. Clearly there remain important functions. 
At minimum, these seem to me: 

•- To protect you1· interest and the national interest when these 
diverge from the parochial interests of individual agencies. 
These differences of interest will arise ii agencies try: to 
husband their funds, personnel, or information at the expense 
of other agencies or of the over-all effort in Vietnam -· or to 
separate out independent spheres of activity from an integrated 
Vietna1n effort - - or to set for themselves attainable objectives, 
which may be easier to defend, as opposed to war-supporting 
objectives which may be harder to achieve. 

-- To maintain senior-level pressures on the Washington bureau­
cracy for sustained effort and maximum re eults. 

-- To keep you informed about what is actually happening in Vietnam, 
and about matters useful to you in dealing with the Congress, the 
press, and the public. 

https://conte.xt
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9. These tasks are accustomed White House functions and involve the 
whole range of our Vietnam policies. The first two at least require 
Presidential leverage. In major part, the three are performed by Walt 
Rostow and his staff. 

1O. With the major departments and agencies now tooled up on pacifica.. 
tion, with the team at Saigon_carrying ·out the pacification mission we have 
long urged, and with State discharging the Washington coordination role, 
I have real doubt whether there is sufficient need for the separate functions 
of this office to warrant maintaining a staff of 17 (plus three part-time 
consultants). 

1I. I believe that you would find advantages in establishing a single 
direction for White House staff tasks on pacification matters. A single 
focal point would, in my view, result in more precise monitoring, more 
effective pressure on the bureaucracy, and a better coordinated flow of 
information to you. 

12. Accordingly, it is my recommendation that this office -- as a separate 
White House staff -- be abolished and that its pacification functions be 
integrated with Walt's Vietnam staff section. 

13. If you_approve, this streamlining operation could b~~ timed as you 
think appropriate, tak~ng into account post-election pacification arrange­
ments which the new GVN will make. For public relations purposes, the 
change should be managed in low key and could be accomplished by routinely 
returning most of our staff -- including two RAND experts - - to their 
agencies. It might be useful for Walt to retain one of our economists and 
an AID liaison officer for his staff, and I would have no hesitation in 
strongly endorsing their qualifications to him. 

14. In making this recommendation, Mr. President, I wish you to know 
my great sense of pride and satisfaction in serving as a member of your 
White House staff and in helping to carry forward your policies and our 
commitments for the defense of Vietnam and the security of freedom in 
Asia. Whatever your decision on this office, I have no desire but to serve 
and support your leadership and your policies. 

Willia~ eonhart 

' 

WmLeon hart: s c 



Friday, September 15, 1967 
10:IO a. m.. 

Mr. President: 

You wished to see this draft 
agaln before it is dispatched. 
Sec. Rusk and Sec. McNamara have 
cleared lt. 

W.W• .Rostow 

Letter to Congressman Joseph E. Ka.rth, 9 /lZ/67, from. the President 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

Tuesday, September 12, 1967 

MEMORANDUM FOR THE PRESIDENT x/J/r-~,~ 
SUBJECT: Letter to Congressman Karth ~(, ~ ~ 

You asked for a personal reply to Congres·sman K~rI letter. 
, JIA(_, 

A pr~posed :s:;d• r~ ✓. . 
D~- ~'" ,,f" .~lA'Qr_~Rostow 

Attachment f·S: 'jrJ;;__41_t:.::&~/~ 
~~~--- : . w 

Walt Rostow: 

Do not send this letter. 

LBJ:mary s 
9-13-67 
7:45p 



- -

-.... I f _._,.. 
• r 

I -

r, 

i' .. - .. - .... ..: r 
1' 

... 

._ C 

Friday, September 15, . 1967"' 
710:ro a. m. =- -- Ao.rL 

Mr. President: ... 
1-

You wished to see this draft 
1-r 

again before it is dispatched. 
• I 

Sec. Rusk and Sec. McNamara have 
cleared it. L 

.. 
II l 

I
I 

I l 
IL ,1 

I --

.i I 1-. 

W. W. Rostow I I.. ,. 
L ,_ r 

,. ..,11 

II I 
l. -r- .. 

LII" J - --~ 

: "L,..-
( 

,. 
., I - • I -,.... - .... 

... _I -

'I:, ~~~ - Letter to Congressman Joseph E. Karth, 9/12/67, from the President 
• ,._J 

,-.. -... ·.'f ... ... . 
I 
.I. 

• 
I •• 

.J 

,-. .J 
' J 1-

":...■r 
~ 

~11 

Ji I • 

'-- & L.1 I 

- l~"I lll,- =• ...& ..I 

~ JI
i -1 I 

~ 1.. 1 r i-I- • ,"'t • I I 

f~ j;: 1...,:. ... 
~, 
. ("" ... 

1-'t-
I.' l 

t 
• II 

I,.' ...... 
- ;- -
'I 

;~-
- tt· 

,..... !t) _;r,::~I • 



Tuesday, September 12, 1967 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Letter to Congressman Karth 

You asked for a personal reply to Congressman Karth's letter. 

A proposed reply is attached. 

W. W. Rostow 

Attachment 



I~ 
September .W, 1967 

Dea,: Congressman I(arth: 

Your thoughtful letter susgests that l'ecent events iu Viet-Nam 
may have affected the clhna.te for a negotiated political settle• 
ment and brought us closer to the end of' the ,var. l wish this 
were the case. W.e have no evld,e11.ce. that it is. 'The climate 
you speak o1 unfortunately is very dif£erent in the North and in 
the South. 

The people of tlic Republic of South Viet-Nam have been under 
attack fo~ many years now, and they have suifo,:ed most gri~v­
ously. Two yes.rs ago they we~e on. the brink of disaster, and 
without our help they would sw:ely have succumbed. They have 
come a long way si11ce then --- towards gowi-nmental stability, 
towarde la.w and orde:r in the countryside, towards justice and 
a better life for their people. Now tbey are eago.r, as vie a.re. 
to eAd this war. They have no designs on the North. nor have 
we. All of their cand.idater, in the recant elections we-ref ht a 
very real sense, "peace candidates, " aud hesident-elect Thieu 
has made it clear that he will do all that ie in his power to enter 
into use!ul nesotiatione with the other side. 

·unhappily, we have no reason to baliove tbat the Han.oi regime 
is ready to make peace. or even to engage in any sort of mean­
ingful talks about the c:ondittono tor peace. From time to time 
they have ackuowledged that our bombing of their logiatlcrs and 
communic~tio:ns systems hurts them and impedes their eltorts 
to supply their troops in the South. If we atop this bombing 
''definitively and untJonditi.onally," th•y say, they might be 
willing to talk to us. and then again. they mtsht not. In any 
event, ae Mr. Pham Van Dong told a :reporter the other day, 
there wm be no rec::iprocity, no give-and-take. The only thing 
there ia to talk about, he said. is when and how the Amerlcaus 
vJill withdraw and leave the South Vietnamese to the tender 
.mercies of Han-oi. 

As for the ~arious possibilities you mention •-· all-Vietnamese 
negotiations or talks ·which would proceed .initially without a 
complete halt in the fighting -- I as·euxie you they are quite. 
acceptable to us. We have made it clear that we are ready and 

https://evld,e11.ce
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willing to talk about tho conditions o! a cease .fire, or to talk 
without a. cease fire.. What we cannot and will not do. ·while I 
am responsible for tbe safety of our troop-s, ie to accept a one­
sidod ceasefb:e, one that v,ould be binding upon uo and not upon 
them. This 1.vould not only place our troops under a. disadvantage, 
btlt would also -- by encouraging and fa~oring the military ope-ra-­
ttons of the enemy -- bring us furthel:' thiut ever from peace. 

l .can.uot agree that uany starting point, n as you put it, ls better 
than none at all. H we are pointed in tho wron,g direction, we 
Call h:ardly hope to reach oui- goal. Nor should we need to 
•peeulat.e endlessly about whetbe,: Olr not there has be-en a shift 
bl the policy Qf the Nol'tb Vietnameae governme11t and the National 
Liberation Front. They ·have made their policy clear to us, both 
p2r1"8toly and publicly, in the.ir aetiOM. and in their words. If 
evef: w .E) misinterpret them. there is no lack of ~hanneltJ through 
which they can set us rlsht. 

\Ve believe that the strengthening of a coru,titutiona.1 order in 
South Viet-Nam can gh~e a powerful impetus to our ef£orts towards 
an h.onoi-able peace,. You can 'be sure, not only that our own 
determined search for a peaceful settlement will continue, but 
that we will fully support Proaident Thieu in hi& effort.s to make 
contact with the other 8ide and bring the .fighting to an end. 

Sincerely, 

'the Hollorab.le Joseph E . Karth 
House of Itepresem_atives 
Washington, D. C. 20515 

LBJ:HKaplan:WJJorden:pas 9/12/67 

https://Hollorab.le


JOSEPH E. KARTH COMMlffHON 

·-41k'D1fflllCT, MINNdOl'A SCIENCE AND ASTRONAUTICS 

CHAIIIMAN, MIIICOMMITTU ON (A /) 
UU RARUIIN Hausa: OPFICK llull.DINe 81"ACE SCIENCES AND -/ / (:, 

CAPITOLI-Hal APl"LICATIONS ' ._/ 

8UIICOMMITTEIE ON /Congress of tbe llniteb &tate~ 
ROBERT IL HESS NASA OVERSIGHT 

ADMll..'IIIA'IIVS AUIITANI' ~ouit of l\eprtitntatibti 
COMMITTl:IC ON 

MERCHANT MAIIIN. AND 
Pl8HIIIIIDlluf>fngton, a.,· 206\5 

8UaCOMMITTd ON 
l'ISHERID AND WILDLIFE 

CONSERVATION . 

aacoMMITTU GN 

OCEANOGRAPHY 
September _6, 1967 9UIICOMMl'l'nS ON r . 

PANAMA CANAi. 

--· _I:~::___....~-~ .-,,._: _.._ . ,~· 

The Honorable Lyndon B. Johnson 
President of the United States 
Washington, D. C. 

My dear Mr •. President: 

The outcome of the Vietnamese presidential elections, 
coupled with the policy shifts indicated by the National 
Liberation Front 8lld the North Vietnamese government the day 
before the elections, would seem to provide us with an appro­
priate new climate for a negotiated political settlement of 
the war. 

While President Ngugen Van Thieu and Vice President 
Ky may privately press the United States to continue the war 
at its present level, or with even greater intensity, still 
the strong showing of the Vietnamese "peace calldidate," Mr. . l 

Truong Dinh Dzu, would seem to indicate the desire of great 
numbers of the Soµth Vietnamese people to bring an end to the! 

I fighting. In fact, during the campaign, all candidates voiced 
i publicly their support for a peace offensive. 

J The North Vietnamese government, as indicated in a 
. ·I speech by Prime Minister Pham Van Dong, has again reaffirmed 

its willingness to enter into peace negotiations it the United 
States halts bombing of the North. While his word should not 
be accepted at face value, certainly this opportunity should 
not go unchallenged. 

'Ille National Liberation Front has issued a new re­
vised 1o~point program, which,while not very di~ferent, 
reasserts the willingness of the Front to negotiate with all 
parties, including members of the South Vietnamese administra­
tion and a.rnzy-. 

'
T .., 

• 



---- ----

The Honorable Lyndon B. Johnson September 6, 1967 
Page 2 

This could foreseeably result in an "all Vietnamese" 
negotiation with the u.s·. acting only as advisor to the South. 
It could well be that negotiations would proceed initially 
without a complete cessation of the fighting. I think the 
principal effort at this point should be to commence negotia­
tions. I hasten to point out 'that any starting point is better 
than none at all. At least it would provide an opportunity to 
ascertain if there are any common grounds at ? -~1 upon which a 
political settlement may be reached. · 

In view of these events, and in view of the growing 
threat to world peace that the war imposes, I respectfully 
urge our government to take whatever bold new steps that may 
be necessary in order to bring about meaningful negotiations 
that will hopef'ul.l¥ result in cessation of the conflict. 

Sincerely yours, 

. G. ~1. 
ep E. Karth , ~ 

i 
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Limited Official Use Friday - 10:0-0 a. m. 
September 15. 1967 

Mr. President: 

We have. finally obtained some backhanded 
public recognition of our el.forts to help in 
the Nicaraguan polio epidemic. 

It came in response to criticism by the oppo­
sition newspaper that the government had not 
done enough. 

To counter this., the government-cont.rolled 
paper Novedades cited the help received from 
the U.S. It made specific reference to your 
gen~rosity and the nature of the assistance 
received !rom U. s. and public and. private 
donors. Ambassador Crockett1s report is 
attached. 

W. W. Rostow 

Attachment 

Ambassador Cr-ocke •s 
report from Mana.gu,. 9/ lZ/67. 
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Friday_, September 15, 1967 
10:00 a. m. 

Mr. President: 

Herewith Buzz Wheeler responds 
to your suggestion concerning the 
addresses of Oen. McConnell and 
Harold Browu to the Air Force Association. 

W. W. Rostow 

WWRostow:rln 
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CHAIRMAN OP' THE JOINT CHIEP'S OP' STAP'P' 

WASHINGTON 

14 September 1967 
-. • ._ •.: ,: ,. , I •• ' 

. -- . ~- --.· .' ' . 
.. .. , ....... 

Dear Mr. President: i· 

I have reflected upon our 
conversation of last evening, and 
I have read with great care the 
address~s made by General McConnell 
and Secretary Brown to the Air Force 
Association. I concluded that 
supporting action on my part would 
be desirable. I attach a copy of 
a memorandum which I have addressed 
to the officers of the Joint Staff. 

With great respect and best 
wishes, 

Sincerely, 

I -

~ ~~ 
. ~~ WHEELER ·. ·... 

~rman 
Joint Chiefs of. Staff . 

i • 

The President 
The White House 
Washi~gto~, D. c. .·, ... - . 

• • l •l 

I , 
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mi:: JO,NT CH!i!=$ c t=.5":"Ai=f-
WASl-llNGi O N, O.C. 2t~Q1 

CM-2649-67 
-13 Sep 1967 

MEMORANDUM FOR THE DIRECTOR, JOINT .S'l'AFF 

SUBJECT': Addresses . by· General J.P. McConnell and 
Sec.retary Hp1.rold Bro}-ln to the Air Force Association 

1. · I commend for your reading and that of all officers 
on th~ Joint Staff .the addresses made by General J.P. McConnell, 
Chief of Staff, U.S. Air Force, and 'Secretary of the Air Force 
Harold ~rown to the Air Force Association at its anniversay 
dinner. I consider that General McConnell's remarks, in parti­
cular, express the proper attitude that military men should · 
take when called upon to respond to questions regarding differ­
ences of view between statutory civilian officials of our 

' Government and the the Joint Chiefs of Staff. General McConnell's 
views are legally corr~ct, logical, militarily sound, and 
dignified. 

2. Secr~~ary Brown addressed a somewhat different facet 
6£ the problem. He is cbrrect in sayirig that the allegations 
made from several sources regarding divergencies between 
military and civilian authorities cast . th1e military in the 
role of irresponsible militarists_ If any visual proof of 
this is needed,: call your attention to several· recent cartoons 
by Herb Block in the Washington Post. We know that these alle­
gation~ .of jingoism and irresponsible militarism are false; 
but, in my opinion, they are doing the military irreparable 
harm. 

3. I wish you to know and to transmit to all officers on 
the Joint Staff that I associate myself firmly ·with the views 
expressed by General McConnell an9- S~cretary Brown. 

-.. .... 

Copy to: . 
CSA 
CSAF 
CNO 
CMC 

: ; 

' -- - ___Ji.:[-



Friday-1 September 15, 1967 
9:45 a.m. 

MR. PRESIDENT: 

Herewith a good statistical thumbnatl sketch of how the 
wa~ has gone. I am a little skeptical of the bracketed 
figures; but nevertheless they also indicate a broad 
trend. 

w. w • .a. 

Attachment 



Index of Figures: War in Vietnam 

First six months of: 

1965 1966 1967 

Weapons Losses 
GVN 10,441 5,226 4,161 
VC/NVA 4,626 9,482 15,459 

Enemy Casualties 11,881 24,932 46,145 
Ratio Enemy/ Friendly 2.2 3.3 4.2 

Chieu Hoi 3,954 9,794 18,076 
VG-Initiated Incidents 10,884 15,351 11, 021 
Enemy-Initiated Attacks 28 35 23 

{bn-size or larger) 

Population Control {millions) 
as of June 
GVN-Aligned 8.3 9.. 6 12. 1 
VG-Aligned 6.3 5. 4 'l. 7 

/ 



Limited Official Use Friday - 9:30, a. m. 
September 15. 1967 

Mr. Pre.sident: 

Tho IDB $900 million authorizatlon bill ha.s cleared conference and 
tliere is a good chance that it will be ready !or signature by next 
Friday when you have the Latin American Foreign Ministe·rs, to 
lunc·ll. 

Would you like to include a brlet signing ce1·emony with the Foreign 
Ministe-rs present before or after the lunch? 

1 see these advantages: 

--- You could -restate your firm intention to support La-tin Ar.r...e:r­
ican sel!.-help under tl:te Summit program.•-- our Latin friends 
are confused regarding your ability to deliver on increased 
.support £or the Alliance .. 

-- C011tact be~neen the For-eign Ministers and Congre-ssiQna.l 
leaders in this context might help-in the AI.D appropriation 
proceatJ. 

-- It would take the visit ot the Foreign Ministers to the Vlhite 
Houue out o! the Cuban context of the OAS meeting and givu 
it ·an Alliance !or Progress .flavor. 

W. W. Rostow 

Bill signing ceremony OK 

Prc!er not to have ce.1-emony 

See me .-
Limited Official Use 
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nE(l.ASSIRED THE WHITE HOUSE 

E.O. W56, Sec. 3A WASHINGTON 

NLJ CJ &.1 -3"~ 
cb N • 0 • Date 4-\&-<tS" September 15, 1967

By . , .n.n.n, 

Mr. President: 

The attached letter to Tito, for your 
signature, answers the long message 
Nikezic delivered two weeks ago (Tab A). 
It is intended to close out the present 
exchange between Tito and you. 

The draft letter was sen~ over here ·by 
Secretary Rusk. It will explain to Tito 
in complete and clear. fashio_n - where 
we disagree with him and why we cannot 
support his diplomatic initiative. It 
will be useful to do this before the 
corridor diplomacy in the General 
Assembly gets into high ge·ar. 

~'\J"~- Rostow 

,. 
r· 

/ 

I 
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Dear Mr. President: 

I was glad to :receive your letter of August 24 reporting 
on your visit to Arab capitals. I particularly appreciated 
your thoughtfulness in sending Foreign Secretary Nikezic 
to deliver the letter pereonally.. This gave us a ·welcome 
opportunity to talk with him about this most serious problem, 
to the solution of which you have devoted such tireless 
eflort. Our representatives will be continuing to exchange 
views, particularly in New York, during the coming period, 
and Foreign Secretary Nikezic and Secretary Rusk will them... 
solves have further opportunity to meet during the General 
Assembly session. However, I would like to make some 
observations myself concerning your repo.rt and the problem 
with which it is concerned. 

It appears to us that the key to the situation is that both 
sides agree on principles and conduct which provide condi­
tions for a durable peace. It is in this light that we have 
studied your proposals. The relationship of withdrawal 
and the cessation of the st~te of belligerency is obviously 
fundamentalll Withdrawal without accompanying actions 
by those concerned which ended the state of belligerency 
and acknowledged Israel's right to exist in peace and 
security would ·only reestablish the situation which existed 
prior to the recent war. \Vhat ie now needed is acceptance 
by the partiea that each nation in the a:rea is entitled to 
live within acc-,pted, recognized and secure state boundaries... 
a principle to which we all subscribed in signing tho UN 
Charter. 



... z ... .· 

We beliove a. useful expressic>"n o! _this principle is embodied 
in the US-USSR draft ·resolution; and th•t .the Yugoslav proposal 
falls considerably ahort of it.. Here th.ere is both equivalence 
and a simultaneity of action. We do not claim that withdraw.al 
should come laat any more than we believe it can come first. 
It n1ut:tt come together with an actu~ end to belligerency. There 
must be real and eHective pl"ogress in both respects at the same 
tune so that iulfillmen.t of the obje.ctivea of both sides may be 
guaranteed. 

You note that the Arabs £eel the US interprets the draft resolu• 
tion to imply a change of frontiers to their detl.•.bne-nt. We have 
no preconceptions on frontiers aa such. What we believe to be 
important is that the frontiers be secure. For this the single 
most vital condition 1s that they be ac~eptable to both s.id(;s" 

It is a source of regret to us that the Arabs appear to .misunder• 
stand our proposal and misread our motives. It would. be a real 
contribution to the cause of ultimate peace in the area if you, 
with your clos,e contacts in the Arab capitals, could help dispel 
such 1nisunderstandt.ngs. 

The second point of your approach is a guarantee by the 
Security Council orthe £our great powe:rs. We have given 
careful study to th!$ proposal. We inevitably come back to 
the central point which ia that the essential elem.ent is agree­
ment by the p;u-,ties themselves. The device of having the 
Security Council declare no bellige1·ency has been tried before 
and has not been effective. Qua~~tees could seu.-·ve a$ auxiliary 
insurance as. n.eccosary-. In the·zr1selves they cannot meet th.e 
need £or an .acknowledgment of Israel's dgb.t to exist, and for 
renunciation by the Arab States and by Israel oi any claims of 
belligerent righta. We do agree with you., ·however. that the 
Arabs would not need for this purpose to recognize Israel 
formally. 

In your thb-d and fourth points you deal with the waterways. 
A$ you. propose:. the St.rait of Tiraa should be open to all 
shipping. So, in our judgment. should the Suez Canal, as 
r ·equired by the 1888 Convention and the Security Council 
resolution of 1951. We see :no point in remitting either of 

https://withdraw.al
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these.questions to litigation instead of permanently resolving 
the ieeues involved by international agreement. To poatpone 

· dealing with them and with the refugees until after other 
aspects of the problem have been settled risks permitting 
these two critical problems to be perpetuated indefinitely. 

You report in ycnir letter that as a result 0£ your trip you are 
further collvinced that the Arab countries must have adequate 
defense capabilities.. We believe both the Arabs and the 
Israelis should have the capacity to defend themselves but 
that anns should not be maintained at $UCh a level as to be 
a source of tension and danger. It is our firm conviction that 
it would be in the interests of all countdea in the area and would 
advance the cause o1 lasting peace if the flow •Of arms to all those 
countries involved in the recent hostilities were to be refJ.tricted; 
we hope that the suppliers of arms to the region will exercise 
due restraint in this regard. 

In the weeke and 1-nonths ahead, which will be so crltica.1 fo~ 
the future of the Middle East. the United Sta.tea will continue 
to work for solutions designed to advance th.e long•:tt.m interests 
of all people 0£ the area, Arabs and Israelis alike. I would 
again recall to ycu the statement I made on June 19 which 
reficcts the policy of n1y government and which l am firmly 
convinced is in the interesta of peace. 

In eonclueion, let me again cxpro&e my appreciation for tbie 
frank <:ontact with you conceming yO\'lr dlec:ussiono with Arab 
leaders. 

Sincerely, 

f ~/~s~ 

His Excellency 
Marshal Joaip'. Broz Tito 
President of the Socialist Federal 
Republic of Yug,osla.via 
Belgrade 

LBJ:ND:gg: 9/15/67 
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Brioni, August Z4, 1967 
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Dear Mr. President, 

I wish to acknowledge the receipt of your messages of July Z3 
and August 9, 1967, in which you have set forth your views and the 
positions of the United States Government concerning the situation in 
the _Near East, for which I am sincerely grateful. 

Noting that you also share the concern over the present situation 
in the Near East, we appreciate your desire to find possibilities for 
"a more firm and lasting peace" in that region. ,Particularly encourag­
ing is the interest that you personally, Mr. President, and the United 
States Government have shown in our thoughts concerning the possibilities 
to overcome the present crisis and to find a peaceful solution and in the 
fact that you consider them to be "worthy of most serious consideration. 11 

I have already had an opportunity to explain our views to the 
President of the Supreme Court of the United States, Mr. Warren, 
and to your Ambassador, Mr. Elbrick. I wish to point out, on this 
occasion also, that the Socialist Federal Republic of Yugoslavia has 
not in the region concerned any other interest but to preserve the peace 
and secure the integrity and independence of the countries wi~h whom, 
as you are probably well aware, my country has been maintaining 
friendly relations and developing fruitful cooperation over a number of 
years. Our positions and actions in this crisis have been therefore 
motivated first of all by our opposition to the policy of force and pressure 
as well as by our deep concern at the serious perturbation of relations 
and infringement of the security and integrity of Arab countries and of 
peace in the Near East. 

This is the reason why Yugoslavia sponsored at the special 
emergency session of the General Assembly of the United Nations, 
together with friendly non-aligned countries, the known resolution 
whose basic aim was to eliminate the consequences of the aggression 
and to prevent the creation of a dangerous precedent of international .:.--% 

relations whereby the assailant would be allowed to enjoy the fruits of 
his undertaking. We sincerely regre.t that our stands did not meet with 
the understanding of the United States Government, even more so as the 

His Excellency 
Mr. Lyndon B. Johnson 
President of the United States of America 
Washington, D. C. 

" 
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latter had stated officially on several occasions that in the case of a 
war in the Near East its sympathies and support would be on the side 
of the victim of the aggression. 

Mr. President, I hope that you share my opinion that the present
l 

. I situation in the Near East is untenable and extremely dangerous to 
peace in that region and in the world and that it is necessary that all the 
countries should exert efforts, within the limits of their possibilities, 
for surmounting the crisis as soon as possible. This is why I have 
visited, in the course of this month, the United Arab Republic, the 
Syrian Arab Rep~blic and the Republic of Iraq at the invitation of the 

. ·1 
! Heads of these States, in order to familiarize myself on the spot with 

l the situation and with the views of the leaders of these countries. 
l 

I can assure you, Mr. President, that the leaders of the Arab 
countries I have visited view the situation with sufficient realism with 
respect to the necessity of a political solution of the crisis also, but 
not at the cost of humiliation and capitulation. They are, however, 

· ready to defend their independence, territorial integrity and national 
· interests with all the means at their disposal. In this they are unanimous 

and firm. 

I . 

In all the three Arab countries we found great indignation with 
regard to the actions of Israel, which has been enabled to continue the 
occupation of Arab territories, to voice openly its annexionist territorial 
pretensions and to take intransigent attitudes. In this state of affairs as 
well as in the fact, emphasized by the leaders of these countries, that 
the United States is not dissociating itself from such a policy of Israel, 
I find an explanation for what you say in your message in stating that the 
attitude of the United States of America has been wrongly understood by 
some of the members of the United Nations. 

We availed ourselves of the opportunity to acquaint the leaders of 
the Arab countries with the most important elements of the messages you 
had sent to us. I must inform you that t}:le Arab countries consider the 
attitudes of the United States of America as one-sided and favourable 
to Israel, because they do not offer the necessary guarantees for the 
settlement of the legitimate demands of the Arabse 

You are aware that the Arab countries-victims of the aggression 
accord priority to the withdrawal of Israeli troops fr_om the occupied 
territories to the positions held by them before Jun , '4 and we _are 

I 
I 

profoundly convinced that this question should be the starting point of 
any plan for the peaceful overcoming of the current crisis. The -leaders 
of the Arab countries are particularly disturbed by some stands of the 

l . 
i 
I- .L 
I 
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United States of America which imply a change of present frontiers to 
the detriment of the Arab countries. We hope that the position mentioned 
in your message referring to '\:he withdrawal of Israeli forces to agreed 
and secure national boundaries" is not in contradiction with the stands 
set forth in the Aide Memoire of your Government of July 14 where there 
is open mention of the withdrawal of Israeli forces as an element of vital 
importance to the search for a settlement in the ~ear East, which we 
construe as a return to the positions held prior to June 4. 

As regards navigation in the Suez Canal, . we are convinced that a 
return to the situation prevailing before June 5 constitutes the ·only 
realistic approach for the time being. The passage through the Suez 
Canal of ships flying the Israeli flag is absolutely unacceptable to the 
UAR and Arab countries as long as the problem of Palestinian refugees 
remains unsolved. There are several decisions of the United Nations 
co·ncerning this problem, in favour of which the United States has cast 
its vote, while Israel has failed to comply with them so far. 

We have also been informed that the statesmen of Arab countries 
cannot accept the Soviet-American resolution, as they feel that it does 
not provide sufficient guarantees for the solving of their legitimate demands, 
primarily for the withdrawal of Israeli forces. Their reservations in this 
respect are strengthened by the interpretations of this resolution by the 
United States of America, which imply a change of frontiers to the detriment 
of the Arabs and give the last place to the withdrawal of Israeli forces. 

In your message, Mr. President, you did not agree with 'my opinion 
concerning the necessity of strengthening the defence capacity of the Arab 
countries. After my recent visit and talks with the statesmen of Arab 
countries I have again convinced myself that it is not possible to dispute 
the ri_ght of these countries to do everything possible in their power to 
strengthen their capacity for defence, especially in conditions where they 
are directly confronted with a superior opponent, when parts of their 
territories are under foreign occupation and when the Arab countries live 
in a state of uncertainty owing to a possible renewal of the aggression. 

Dear Mr . President, we are now, after the vi sit to the Arab 
countries, even more convinced as regards the untenability of the present 
situation, the danger inherent in the continuation of the occupation and we 
are confident that _a way out of the present crisis .can be provided only by 
a settlement -- as you have also stressed in your message - which 1\Should 
not humiliate the Arab States or require them to giv,~.-:'p any rights or 
interests they may legitimately claim." 
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I am also convinced, Mr. President, that insistence on conditions 
that are unacceptable to the Arab countries would be fraught with the 
danger of a new conflict, as it would amount to encouraging all those forces 
which are opposed, on both sides, to a political solution of the crisis. All 
our efforts in the friendly countries were directed towards the finding of. a 
peaceful and honourable solution and I sincerely hope that you, Mr. President, 
as well as the United States Government will act in the same sense, making 
use of your possibilities and of the great prestige and influence of the United 
States of America. 

. On the basis of all the talks and contacts I have had recently, as well 
as bearing in mind the feelings manifested at the session of the General 
Assembly of the United Nations, the draft Soviet-American resolution, your 
positions about whieh you have informed me and the proposals made so far, 
I am of the opinion that a realistic approach to a political solution of this 
crisis could be found on the following bases: 

1. Withdrawal of all troops from the territories they have occupied 
s.ince June 4, under the control of United Nations observers. 

2. Guarantee of the security and borders of June 4 of all the States in 
the region by the Security Council or the four great Powers, pending the 
definitive solution of questions under dispute. Possible stationing, for this 
pu~pos~ of United Nations forces on both sides of the border. 

3. Free pas sage for all ships through the Strait of Tiran until the 
decision of the International Court of Justice . · 

4. Navigation in the Suez Canal as before June 5. 

5. After the implementation of the above measures, the Security 
Council would take steps, with the direct participation of the parties 
concerned, for the solving of the other questions under dispute, primarily 
of the problem of Palestinian refugees as well as the question of the passage 
of Israeli ships through the Suez Canal. 

I should like to draw your attention to the idea contained in paragraph 
2, namely, to the question of guarantees. We feel that this would actually 
meet the demands which link the withdrawal of Israeli forces to the recogni­
tion of the existence of Israeli and the demand for the cessation of the state 
of belligerency. I believe that these guarantees would constitute a satisfactory 

\----

solution, as the inviolability of the borders and integ:r- ;y of all the States in 
the region would be thereby actually confirmed, which would amount to a 
de facto recognition of the existence of Israel and a de facto cessation of 

------- ---- --------··- - - - - - --
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belligerency, without demanding also a formal recognition of Israel by thel, Arab States which, as we note, you also consider to be unrealistic at the
l 

present moment. In this sense, in our estimation, these gu'.aranteesI 
! embody the basic ideas of the Soviet-American draft in a form acceptable 

to the Arab countries. As for the question whether the guarantees would 

• 1 
be given by the four great Powers or by the Security Council, it is, we 
feel, of a secondary importance, as the preliminary consensus of the 
four great Powers is necessary in any case. We emphasize that we are 
profoundly convinced that, as far as navigation in the Suez Canal is concerned, 
a return to the situation of before June 5 is the only realistic step. It goes 
without saying that, after the implementation of the initi~l measure mentioned 
above, the Security Council or the United Nations should undertake the con­
sideration of the oth~r questions under dispute as well, ·in the first place of 
the problem of refugees and the question of the passage of Israeli ships through 
the Suez Canal. 

As regards the suggestion that the Secretary-General of the United 
Nations should appoint his representative for purposes of mediation, we feel 
that this could be taken into account at a later stage. 

I hope, Mr. President, that you will realize that the Arab countries 
cannot make public statements about these proposals until they receive the 
guarantee that the other side, too, accepts them as a basis for a settlement . 

I wish to inform you that I intend to acquaint with the above ideas and 
proposals, in the next few days, by means of personal messages, . also the 
Heads of State ot Government of the USSR, France and Great Britain -
permanent members of the Security Council -- as well as a certain number 
of friendly countries and the Secretary-General of the United Nations. 

Expressing our sincere gratification at the opportunity to exchange · 
views, I wish to express the hope that our proposals submitted with the aim 
of finding a peaceful and just solution of the present dangerous crisis in the 
Near East will meet_with the understanding and support of the United States 
Government and of you personally. 

Yours sincerely» 

Y'\ 

J osip Broz Tito ( - gned) 

,. 
I 1 

i 
I1 

l 
l
I . 
i 
I 
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Friday, September 15, 1967 

:MEMORANDUM FOR THE PRESIDENT 

~lr. President: 

Attached is today• s situation 
report on political developments in 
Viet-Nam. 

W. W. Rostow 

Att. 

MWright:hg 

SECREr-EXDIS ATTACHMENT 
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Viet-Nam Political Situation Report 

Sep_tember 15, . 1967 

~ 

Election Complaints 

The Assembly has been meeting to verify the provisional 
tallies of the presidential election. Assembly members are 
going over minor discrepancies with a fine-tooth comb and 
s~em to be in no mood to validate the provisional count with-
out a careful scrutiny. 

Several defeated presidential candidates, including Suu 
and Dzu, held a press conference yesterday. They again• 
denounced the election and issued a statement announcing the 
formation of a new organization called "Front Struggling to 
Carry Out Democracy" or "Democratic Front" for short. A joint 

·_protest was read charging rigged elections, declaring that 
they do not accept the results, and asking the Assembly to 
throw out the election and organize another. 

Formation of a Government 

We continue to get reports of difficulties between Thieu 
and Ky, and indicating little progress in the selection of a 
Prime Minister or other Cabinet members. The inner circle of 
Generals is reportedly meeting tomorrow to try to resolve some 
of these problems •. 

Dzu Conviction 

News reports \this morning state that a Saigon court has 
convicted presidential runner-up Dzu of passing a bad check . 
and illegally exporting foreign exchange. · Dzu immediately. 
claimed that the conviction was a ·political reprisal. We 
understand that charges against Dzu have been pending for some­
time and that they seem to be well substantiated. Nevertheless, 
the Vietnamese Government's timing in pursuing its case against 
Dzu seems most ill-advised. We have telephoned the .Embassy and 
are expecting momentarily its detailed report. 

5.E(REI' EJa3!8 
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DECLASSIFIED 
MEMORANDUM FOR THE PRESIDENT E.O. 12356, Sec. 3.4(b 

White Home Guidelines, Feb. 24, 1983 
SUBJECT: PL 480 Summary Bv....,........ , NARA, Date / CJ- .-9/ 

The following is a wrap-up of PL 480 proposal$ now 'before you.: · 

Number of Agreements: Ten (including the Pakistan Qeal described. 
below) 

Countries : Chile. Ceylon, Pa:ragua.y, Guinea, Mol"roeo. Tt1nisia, 
Bolivia, lndotlesia., Ghana and Pakistan 

Value: $12.$ million (with the possibility 0f an additional $5 million 
in Tunisia.) 

Commodities! Wheat and Wheat .Fleur -- 1,315, 00-0 tons * 
Corn 70, 000 tons 
Cot.ton 76, 870 bales 
Tallow 15, 40-0 tons 
Oil t, 5, 000 tE>n.s 
Tobacco SS0 tof.\s 
Milk 3~ 000 tons 

Budgetary Effects~ No a.dditional expenditures . !n the pl."eseut shape of 
the U. 8. wheat market, any wheat we do not ship a.bro d the CCC will have 
to buy and store ~F.h,,y~a y .T·aus, oJAr best guess is that hese actions would 
a.dd nothing to the pr-eeent spending o:utlook. , ~---__.._,,_ 
A possible bar_gain on .Pakistan: The Pakista.nis •ave requested 750, 000 tons 
G-f wheat. Agriculture will probably object to anything more than 500,000 tons. 
But~_;the y \.vill probably accept the following offer te the Pakistanis:· 

-- 500, 000 tons under PL 480 

-- an additional ton of PL 480 whea.t for everyadditiom.al tou$ of Pakistan's 
commercial wheat ptu--ch.ases above what -.hey now plan to buy here. 

Gaud would also agree to this o,ffer, although he would prefer to do a flat 
SOO, 000 to11s and hold ba.ek the rest llfltil the .Pa.ks do more to ref-0rm their 
management of foreign exchange. In either case,-- although you may want 
to approve the wheat now -• we should not broach this to the Pa.ks until their _ 
negotiator arrives here in tw-o weeks. If we look toe anxious, we will take all 
the power oat of our self-help pu$h. 

W. W.ROSTOW 
*plus whatever we move under the matching 

ba.r _ain w:it . Ea.kis.tan 

https://everyadditiom.al


MEMORANDUM 

THE WH ITE HOUSE 

WASHI N GTON -

.;1 <CONFIDENTIAL Thursday, September 14, 1967 -- 5:45 PM 
! 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT_: PL 480 Package II - - five agreements totalling $61 million 

Herewith the second PL 480 package: five agreements totalling $.Q1 million. 
(We may be able to negotiate an additional $5 million worth of wheat for 
the Tunisians, which would push the value to $66 million.) 

The additional whe at agreement for Pakistan has not been processed by the 
bureaucracy, but we can g et it done very quickly if you decide to take the 
risk described below. This would add a further ~ million, raising the 
total value of this package to l2J million. With the package I sent you on 
Tuesday, you have a total of $128 million in PL 480 decis.ons now before 
you. 

Budgetary Effects Charlie Schultze will give you a memo on the budget 
implications of PL 480, and from now on he will include a budget estimate 
in his memoranda to you proposing new agreements. 

The truth is that we can't predict with precision the budgetary effect of any 
particular agreement or group of agreements. It depends on the U.S. price 
_situation, the sensitivity of the price to PL 480 buying, and the volume of 
CCC price support operations. If our price is soft and relatively insensitiv e 
and the CCC is taking in a lot of wheat, PL 480 costs next to nothing. This 

a 
\ 

s essentially what is happening now. Schultze agrees with the following 
~ ropositions:. 

s 
~ 

1. As long as the price is soft, the CCC will have to buy any w e ow 
current PL 480 _planning figures.= 

2. All of the agreements thus far proposed to you are within those planning 
figures -- -and even below the reduced figures you now have under con­
sideration. 

3. Therefore, our best guess is that there is~additional budgetary cost 
to these actions - - if the expenditures don't come through PL 480, they 
will probably, although not certainly, come through CCC. 

As the wheat price falls and the CCC is forced to take in more wheat to support 
prices, it becomes more and more helpful to the budget to ship wheat abroad - -
both because it save s storag e and because it has some small supportive effect 
on ·the domestic pric e . {As you know, Freeman thinks the price effect is ver y 
sma ll because the grain tr a.de knows and takes into account all the possible 
PL 480 deals we could make.) Charlie won 1t hazard a precise estimate of the 
budgetary effect of any particular agreement, but he does suspect tha t in the 
present climate PL 480 is a slight plus rather than a minus •••-• 

GON:FIDEN TIAI?' 

C 
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MOROCCO (Tab A) 

Value: $23. 4 million 

Commodities: wheat .300, 000 tons 
cotton 30, 400 bales 

- ---
Terms: One-half ; of the total to be repaid in local currency, 

20% of which will be used to pay U.S. bills in Morocco and 
80% loaned and granted back to the Moroccans for economic 
development projects., 

One- half of the total to be repaid in dollars; 2-year grace 
perio~; 20-year maturity at 2 1/2% interest. 

This is an add-on to the agreement you authorized last April. It does not 
have a new set of self-help conditions attached to it. The Moroccans seem 
to be performing pretty well on the conditions set in the Spring and AID 
does not have further steps worked out which it wants to enforce .Jo.., this 
agreement. As Charlie Schultze points out, we would normally hold this 
agreement until later so as to combine it with next year's AID lending to 
produce the strongest possible negotiating package. But there is a strong 
political case for moving now. We have been trying without success to 
find something to do for the moderate Arabs. This agreement and the 
following one for Tunisia represent¢ about all we can manage. Schultze 
recognizes these facts and has no objection to your going ahead now. 

There is one special problem with this agreement. It requires a renewal 
of your April finding that it is in the national interest to carry out PL 480 
programs in Morocco de spite the fact that she has some trade with Cuba 
and has in the past exported a few items to North Vietnam. Nick Katzenbach I s 
formal recommendation that you make this determination is at the special 
colored tab marked X. Nick argues persuasively that Hassan has effectively 
followeqtup his assurance to stop all strategic trade with Cuba and to stop 

. I 

,all trade with North Vietnam. If you approve, we need your mark on Nick's 
memo at Tab X. 

Approve Disapprove Speak to me 

CO~lFIDE:NTI AL 
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TUNISIA (Tab B) 

Value: At least $21. 9 million, and perhaps as much as $26. 6 million 
(if we can get them to take more wheat) 

Commodities: wheat 150, 000 - 210, 000 tons 
corn 40, 000 tons 
oil 35, 000 tons 
cotton 9, 500 bales 

Terms: One-half of the amount to be paid ~ in local currency; 80% 
would be loaned back to the Tunisians for economic develop­
ment projects. 

One-half the total to be repaid in dollars; 2-year grace period; 
20-year maturity at 2 1/ 2% interest. 

Bourguiba is doing a good self-help job. There is no need for new con­
ditions. Again, standard procedure would be to hold this agreement until 
the AID dollar side was ready - - which won 1t be until after the AID appropri­
ation bill is through the middle of December. The political case for helping 
the moderate Arabs now is just as strong in this case as in Morocco. Again, 
Charlie Schultze has no objection to the Gaud/ Freeman recommendation. 

Approve Disapprove Speak to me 

BOLIVIA (Tab C) 

Value: $9 mi~lion 

Commodities: wheat & wheat flour 114, 000 tons 
cotton 4, 770 bales 

Terms: To be repaid in dollars; 2-year grace period; 5% down 
payment; 18-year maturity at 2 1/ 2% interest. 

This prop osal is in two parts. The bulk of the commodities would go to 
the Government of Bolivia in the standard way. But 10, 000 tons of wheat 
would go to the government-owned mining corporation called COMIBOL. 

· The Government's self-help record is probably as good as a weak; back­
ward regime can manage -- and far better than could be expected if 
Barrientos were overthrown. On the political side, Barrientos is just 

-CONFIDENTI.A::b-
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BOLIVIA (continued) 
holding his own against the various communist-led ~~rebels and needs 
all the help he can get. On the other hand, COMIBOL is a huge, inefficient 
concern which could stand a lot of improvement. But AID hasn't yet got 
the- specific program of reform worked out. Therefore, Schultze recom­
mends - - and I agree - - that ·you: 

authorize the government pntion of this agreement for immediate 
negotiation, and 

approve the COMIBOL portipn now but instruct Freeman and G 2.ud 
not to begin negotiations until self-help conditions are ready. 

Approve Disapprove Speak to me 

INDONESIA (Tab D) 

Value: $4. 3 million 

Commodities: bulgar (wheat) 5, 000 tons 
oil --10, 000 tons 
tallow --- 5, 000 tons 

Terms: To be repaid in dollars; 10-year grace period; 40-year 
tnaturity at 2 1/ 2% interest. 

This small agreement is one of our best hopes for finding a way to meet 
Indonesiais requirements in the future whenAID money is likely to be even 
more scarce. The problem today is quite simple: the Indonesians have an 
excellent market for rice, but we have very little rice to give them through 
PL 480. We have a lot of wheat, but they have no market for wheat at all. 
The wheat pr?vided for here is in a ~orm (bulgar) which is very much like 
rice. It is de signed to begin the difficult task of building demarrlfor wheat. 

· We need to push this as har·d as possible if we are to have much of a chance 
of meeting our share of the Indonesian donor club's co,mmitments in future 
years. 

Approve Disapprove Speak to me 

CONFIDENT.IAb-
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GHANA (Tab E) 

Value: $2. 3 million . 

Commodities: cotton 6, 000 bales 
tallow 7, 400 tons 
tobacco 350 tons 

Terms: To be paid back in local currency, 65% of which would be 
loaned back to the Ghanians for economic !levelopment 
projects. 

This is t'he second part of an agreement you signed last Spring. It is 
part of our general support of the post-Nkrumah <::rowd' s attempts to 
put Ghana's economic house in order. (We pay only one-third of the 
contributions to an informal consortium led by the IMF.) The self-help 
case is excellent. And the political case is even stronger. 

Approve__ Disapprove Speak to me 

PAKISTAN 

You approved one million tons of wheat for Pakistan in July. T~ere is 
a request outstanding for 750, 000 tons more. Agriculture will maintain 
that 750, 000 tons would cut ·into commercial sales -- ours and other 
people's. But we could get quick agreement on 500,000 tons. 

The present plan is for the Deputy P.lanning Minister ·of Pakistan to come 
here the first week in October to negotiate for this additional wheat. We 
know he's coming and they know we know. Your options are two: 

You can approve the .wheat now, but wait three weeks to gell the Paks 
in the norrhal course. 

You can instruct us to get the Paks to ask for the wheat right away. 
(We could sign the agreement in a matter of one day if we wanted to.} 

The second course demonstrates how anxious we are ·to move wheat, cutting 
down our ability to enforce self-help conditions. I would recommend that you 
take the fir st. 

500, 000 tons OK, but hold Get the Paks to request Speak to me __ 
off telling Paks it now 

W. W. ROSTOW 
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EXECUTIVE OFFi°CE OF THE. PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, O.C. 20503 

SEP14 f~7 

MEMORANDUM FOR THE PRESIDENT 

Subject: P. L. 480 Programs for/Morocccif, Tunisia, and Ghana 

Attached are three memoranda from Orville Freeman and Bill Gaud request• 
ing your authorization to negotiate three amendments to P, L, 480 pro­
grams signed earlier this year. 

- Morocco -- $23.4 million worth of wheat (300,000 tons) 
and cotton. · ·· 

·• • Tunisia -- $21.9 - $26.6 million worth of wheat 
(150-210,000 tons), corn, vegetable oil, atid cotton. 

- Ghana~~ $2.3 million worth of cotton, tallow, and tobacco. 

These agreements would include a total of up to 510,000 tons of wheat, 
45,900 bales of cotton, and 35,000 tons of vegetable oil. In every case, 
the credit terms would be ·the same as those in the earlier agreements. 
Similarly, since these agreements were all signed within the last six 
montqs, no new self-help conditions are proposed for these amendments. 

Morocco 

An agreement providing $11.5 million worth of wheat to Morocco for the 
second half of FY 1967 was signed last April, bringing the total for 
the year to about $25 million. At that time, you made a finding required 
by the "Findley-Belcher" amendment to P. L. 480 because Morocco had 
some trade with Cuba. Since the finding was limited to sales agreements 
signed in FY 1967, you must sign another such waiver if you approve this 
proposed 1968 program. A new waiver will also enable us to sign an 
agreement for about $2 million worth of tallow,. which;;you approved in 
May, but which was not ready for signature by the end of FY 1967. 

AID is considering an agricultural sector loan of $10-$15 million to 
Morocco. 

Tunisia 

In March, we signed a P~ L. 480 agreement providing $13.8 million worth 
of wheat, barley, and vegetable oll to Tunisia for the second half of 
FY 1967, bringing the total for the year to $27 million. The amount of 

I 

DECLASmm> 
.E,O. 123'6, Sec. 3 ... 

~fflM. e,_Gb__-, NARA. 
1 
Dare 5-as-1 

. • - ·. • . ·· r .. -· 



2 

I 

i 
I 
t 

I 
I •. 

,.i 

,, 1. 
1,/' .... 

I 

food grains to be included in this amendment have not been determined pre­
cisely, but it is likely to include about 180,000 to·ns of wheat, putting the 
total value of this amendment at about $25 million. · This proposed agreement 
is designed to cover Tunisia's needs for FY 1968. 

AID is now planning to present for your approval later in the year a program 
loan of ;$10-$15 million for Tunisia. 

Ghana 

In the case of Ghana, we. signed agreements in March and April to provide $7 
million worth of wheat flour, rice, cotton, tallow, and tobacco. Since then, 
small additional requirements for cotton, tallow, and tobacco during the 
rest of this calendar year have emerged and are proposed for negotiation now. 
The 1968 P. L. 480 program for Ghana should be for_thcoming for your considera• 
tion within the next few months. This will be closely related to our program 
assistance, now estimated by AID at $15-$20 million i~ 1968. ·•. 

Recommendation 

I recommend . you authorize the Ghana proposal which is t~e__ tag end of our 
calendar year 19~7 program. . ..... 

The P. L. 480 agreements for Morocco and Tunisia represent the lio_n I s share 
of our total economic aid to those countries. They are therefore central to r 
our development strategy, our dollar aid levels, and our leverage in bargain­
ing for self-help measures. Under normal circumstances, I would prefer to 
delay negotiation of these 1968 P. L. 480 programs until we are ready to move 
ahead on 1968 dollar aid. This would be consistent with your desire to 
obtain the maximum leverage for self-help conditions and to treat P. L. 480 
like regular dollar aid. -~ 

However, this might well mean .. a delay of several months in negotiation and 
shipments, and USDA is anxious to move all of the commodities involved. In 
the light of the domestic agriculture situation, • I have no objection to 
going ahead with these agreements now. 

Chartes L. Schultze 
Attachments .Direo:t,_o~. - ·_-

Approve package _______ 

Approve only: Morocco ___ 

Tunisia ____ 

Ghana ----
Disapprove _________ " 

, 
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F~R OHlGIAl USE m~lY 

SEP 1 2 1967 
To: The President 

Subject : Public Law 48o Sales Program with Morocco 

We recommend that you authorize us to negotiate with the Government of 
the Kingdom of Morocco a $23.4 million increase in the $11.3 million 
PL 48o dollar credit and local currency sal.e approved by you early in 
February and a $2.1 million increase approved by you in mid-April. The 
proposed increase would add 300,000 tons of wheat and 30,400 baJ.es of 
cotton to the l67,000 tons of wheat and 12,000 tons of tallow already 
approved. The same credit terms will apply; that is, under the dollar 
credit terms, 20 years credit, two-year grace, interest at one percent 
during the grace period a.nd two and one-half percent thereafter; and 
under the loca.l currency terms, 70 percent of local currency proceeds 
are intended for development loans, 20 percent for U.S. uses and 10 
percent for Cooley loans. The Department of State has endorsed this 
proposal. 

In our memoranda of February 2, 1967 and April 18, 1967 (attached), in 
which we recommended the current PL 480 sale, we outlined Morocco's 
requirements for agricultural cormnodities, the U.S. interest in Morocco, 
and self-help efforts to improve that country's agriculture. 

It is necessary that you consider with this memorandum, a new Findley­
Belcher .finding which will be forthcoming from the Secretary of State. 

Recommendation: That you authorize us to negotiate with Morocco the 
sale of 300,000 tons of wheat and 30,400 bales _of cotton of which the 
current market value is $23.4 million. / -

1 
/ /// ,,,,----,,,,---,-:,,/ / I ---- . , 

' '. / ,/ _-/_~ ~-·-..IA~ L LJ ./--t(✓/~::, -:-·~ ,,/~>-7~:t,- / 
·nistrator '-' -.__ Secretary -

Agency for International Development Department of Agriculture 

Approve:_______________ 

Disapprove:_______________ 

/0 c_ 

·-----
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.?R. 1 8 1967 

To : The President 

Subject: P. L. 480 sales Program with Morocco 

We recommend that you authorize us to negotiate with the Government of 
the .Kingdom of Morocco a $2.1 million increase in the $11.3 million 
P.L. 48o dollar credit and local currency sale approved by you early 
in February. ~e :proposed increase would add 12,000 metric tons of 
inedible tallow to the 167,000 metric tons of wheat aJ.ready approved. 
The same credit terms will apply, that is; under the dollar credit 
terms, 20 yea.rs credit two-year grace, interest at 1 :percent during 
the grace period and 2! percent thereafter; and under the loce.i cur­
rency terms, 70 :percent of local currency :proceeds are intended for 
development .loans, 20 percent for U.S. uses and 10 percent for Cooley 
loans. The Department-of State has endorsed this proposal.. 

In our memorandum of February 2, 1967 (attached), in which we recom­
mended the current P.L. 48o sale, we outlined Morocco's requirements 

. for agricultural commodities, the U.S. interest in Morocco, and 
self-help efforts to improve that country's agriculture. 

Recommendation: That you authorize us to negotiate with Morocco the 
- sale of 12,000 metric tons of tallow of which the current market value 

is $2.l million. 

Administrator Secretary 
Agency for InternationaJ. Development Department of Agriculture 

JUL 1 9 1967 
. Approve: 

Disapprove: 

- -- - --- - - - : . - --- - ------- - - -- # - ::,:- ---- - -- ·----- -=- - -- -- ----- ---- ·· ·- - -- - - -
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FEB 2 1967 
iThe President 

• • : h •• • . • • 

... . ... . .. . ~ 

Public L-'lll 4&> m1cat for Uorocco 

We rccowracrn1 tho.t yol.\ authorize ua to ncc;~tiute ~rlth Morocco a PL 400 
i;ale of lG'{ ,ooo tona of whcc.t i~or ~;a1.3 r. illlimi oplit 50..50 between 
locnl currency tmrl c.1ollor crcuit finandni. The locoJ.. currency ·Houl.d 
be cl:'.trurkcc.1 1.'or UG ur.cn (r!O~), Cooley loc.ns (107i) nnd economic . · 
devclo1m'cnt loam; ('N1-.). The crcdit woulu be po.ynlile ovcf 20 yearG . 
vith i11te1'eGt nt 11,, tlttrinc; the two-year i:;roce period nnu 2-11 thc1·cafter. 
~e new 11rO'rltir.m of !-L 480 rcc1ui1•l113 :pay1:_:ent in hnrd cnrl:'cncy of '3% 
of the co1m11od:l ty vo..luc u11on c1clivci7 ·whenever lJructlco.ble ,1otud apply. 
The ·State Dc11::irtr.1cnt cv11curl:l in thln 1·ncoILn.:cc11dotj_CJl.l• 

. . 

nocotlntic,,n of the n~jrcct:ent cannot bc~in until you dcten,dne it in 
the UD intcrect tuH.1cr the "Findley v.u:cnc1J.1ent" to l?L 480. The Secretary 
or Stnte io Hcm1ina you n ocparute r.:cmornrnlwu on that qucotion. 

US tntcrcGt ti1 Z-~orocco. The ULJ um1.to ?•torocco to continue to oup:port 
U:J poLJitlona in the UH o.nd OAU, to modcrnte M:lclc1lc Enot_ iouuee and. 
·"Wo1·k tvwcp... ~1 l!D..:,hrcldt!n coqrcrt\tion, ond to permlt US use or the 
ICcnl tru Uc.vo.1 Do.r.e oml co1::r.·Lunicutiono facili tico I rull o.cceos anu 

j ti~nnoit. 1•ichto tor U3 civil aviation, o..i.,d une oi' the Voice of.' Arier1csI • 

t>roc.uca.oting fncil.1. ty nt 'l1ancicr, 

l!orocco 1n Grnln Slfatntion. Ao o. rc.oult of the ocriouo ur.ottgllt last : 
I : 

wlut.e1·, f.Iorocco 'r; ·whco.t production wc1.o 3C/;~ belmt the prcv1.oUJJ year. · 
Corn proluction '\-iO..O down lJy h5$ o.ncl bnrle:l by 57'/i• Yicius of ooto, . · 
r.;c 1 . sor2,}mm, c,-thcr ·ccrc::i.lc o.nc1 pulnen .vcrc 6evercly 1·e<l.uccd. The 
l%G-67 cereal tlcficit will 1·co.cl1 · ubon.t l.2~ ttllH.on tonn cor.cpored

! 
, .; ·- to lnnt yoar 'o ir:-poi·tr. of 3)0,COO tcma. The 1957 wheat deficlt io 

e·otlr:atcd to c:-;:c~c•J SOO ,000 tou~. A1Jout two-thirds of the deficit 
..' or oome ul-1-0 ,OOJ tone lmve t-ccn 1:;ct 'Ly c01:11:crcinl puxchnoc irru the 

US o.nc1. other countrico encl em·licr PL_1~30 oulco and clonationo. 

Sclf••H!~ln. An unfavoro'l>lc ti--cnd in tho bolo.nee of pnyrJCnto vo.o 
rcverc.;cci for the first tit~C oincc 19So by r..n auntcr-1tj proc;rar.1 of 
crccUt tud i14'ort rcstrictlcnn which rcduccc1 il:tporta uy i63 milli¢U 
in 1965. fir.?ncrven contiriucu to incrcoGe until recent months i-Ih€'.ll 

forc1£,n exchv.ncc hna been uaccl to 'buy e;roina. 1'.,ollowing IHF e.n1 lTIR~ 

- . 
·. · . 
. . . 

· ,. . ·.. 

... . 

.. 
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· nclvice I J.Iorocco hns · ~ontrollo~l inflationary financing c.na held down 
pdceo. The orlainal Five Year Plan wao replnced by a more renliatio. 
Three Year Plan 1ncoriJoro.tinG IBIID reco.mucnda.tiona. Confronted by a. 
.3.2~ population erowth ro.to vhich outstr:1.pa GNP ero~tth, the Uoroccnno 
.hnvo ·nta1..to<1 n birth con-trol 11ro3rr.un. A Hie]1 Comnd.ooioll of Populntion 
· nnc.1 loco.l comllliooiono coortlinnte oncl implement aooiatnnce to 201000 
ftunilles. · · 

. . 

Morocco alloco.tco o.pprorlmatcly 30% of the national buuc;ct to agriculture. _' ·. 
i>copite thio ouboto..ntiul invcatrnent., food production lms not kept po.ca 
with the populntion lnc1·cane. I3o.rley nnd wheat are Morocco's bnsic foocl 

• I • 

cropa. Durley prouuctlon hos 110-t increased du±inG the :past decade ancl 
llhct.\t production ho.o increo.ced only EJlie;htly. Ao thingo now etn.nd, the · · 
proGpccto of Morocco becominG sclf....oufficient in i'ood production 1.n the 
short rui1 n1·c ..uot eoorl. lfowever, with polltico.l ·sto.bility Eli~d o.pproprie.te 
telf--help c,easurco, ionc;..n.m pronpccto ore favorable. Soma apecific aelf• 

_help n:.eo.stu·eo in o.c;rlculturc a_ro d~ocuooccl below. . · . · ·- ·· 
" . .; 

. · .·.. ·- Idha lroooon recently 1nunchcc1 n l)i"oc;rnm to· increase cerco.1 yiclda oh 
· . !>00 ,ooo ncrco 'by 30~ by proviclihc; forrnera. Yl1th fertilizer nnd ill!J?rovect · 

· oeod ·on enoy crcr.Ut an<l with tro.lnin.c; in their uoe • The proc;rrun could 
.pi."orlt1co 150 ,ooa J:1orc tono of \.lhOElt yearly, neo.rly holf of Mo1·occo 'a 
normal l1hoat dcficit. · 

Co~elderable p~·osteno ho.c been ma.c1e in :toforeotatiOh and ·crut:roi of 
e;ro.zin~ in the reforentcc1 urcna~ Uoine; US food~for..work nss1atanco 
thio . p1•o~rem employs 11~ million lnUll•clo.yo yearly. 

· .ru1 art1.ficial itwerrd11atio11 proc;rrun lmo begun a.nu with US cooperation 
will be c~omlec.1 in uucceetlih~ yearn. i'nnnors o.ra being trained to 
\,PJra(lO i'oundo.ticn hcrclo, 

Pro3reos bas been n10c.1e ih eatubliohine; land reform policies and programs•. · 
Thio \.Tork ~s ·Just beghmine, however I compared to total country needo • 

. .· . . . . . ·_ ~~--. . 

. 'l'he auleo ae;recmtmt will state the following oelf-help lneasures llhicll .. :; 
1·_Morooco \1ill Uhcler-take: .- -_. · ,. 

•, ..1: ., :· . J 

1. · Continue efforts to increcEJe r5rsin ond livestock production and 
to_inqJ1·ove ranc;e man~ccment and other lond improv·ement nctivities J ,.. 

·· ·. ·.• 

. .. . .2, Increase nnd 11rrprove cro11 o.nd 11veatock renearch em.Pheoizing 
major e;i'ui11 crOj_)a in both dryland nnd irrieated a.reno j . . . 

: ,· .' 
. " . :~ ·.. ·; -. 

· \ , • .. . · 
• . . ! 

" i . ·. 
. . 

. . 

. , ·. • 
I C 

.... 
; • . ~ I ,,. - -~ -- -- - . . . . 

·- . -- --- _...-....•-. -- - _. ~- - - - · ••- • · -• • __ ·........-. - _ .... 1.. .. ~ ~ ·· . ... •• • ·. .... · • ·• .:..: ·_- - _ •• -. : __ . .....-~ . ~~· - ' •.. ~ ~- ~ -~~ . : :.- '" , ., _·. .. : , .- - ~ ~ - :. · .. -~: - .- ~ · : ; --., :· ... ·. .. ..... .. . : • • 
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,., 
3. Improve c1·or11on control mcncu.roo in upper 11nte1·ilhoda e.djoirting 
ir1~!c;atlon development projects; . -, 

t . ~· 
. .: ·..·. 

, ' , ..·· ·· ·:· .: .:. .•
4. lncrenoo oe;rictu.tt11·nl troin1n~ nt the occondary school levclJ 

... 
5. Strcnmlino o.nd stC\h!11zo Go--{crnmcnt inotitubiona responsible for· · 
~1000 activiticn. 

Rccommcn~lntio~: . Tl}nt, continccmt upon ·n findin6 under tha ~.ndley · 
nmo11tlmcn:li, you mtthori ze Ut3 to proceed \/1th the PL ll8Q n&recmc11t t\O 

desc1·ibcd nbovo. 
Approves________________ · . . _ ·. ··. :.· ·.,•··: .·· 

Disnpproves~.----.-.---------' 

/a/ ~il!iaru S. Goud 
Administrator 

J..aCJ.1cy ·for !ntcrnoti~mnl Dcvclo)?iacnt 

. .'' . r . 

•• 1 · • 

. ... _. .' . 

. ... . ... ·. . - ' ,,. 

. .. . - -· 
. - . : .· " . .. - . ... :···-~;_ .·, . 

. • ! ':: • ·• .• • "!'t . 

Clearanc~s: FCorrell:AFR/DP(draft) 
. · . . . · WDavis:AA/PC(draft) 

_, ·. . . : APost :STATE :AFN(draf·G) 
~ . TArnold:STATE:E/OR(draft) 

.MWichser:MR/FFP(draft) ·, 
· r
: 

. i . . . 

.·~ceNflBENTJAl - . - ·. .. . : .. 

· · ... ·: ' ..: . . . 
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EXECUTIVE OFFfCE OF THE. PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C, 20503 

SEP14 f~7 ~ /
MEMORANDUM FOR THE PRESIDENT /
Subject: P. L. 480 Programs for/MoroccciJ.69, and Ghana 

Attached are three memoranda from Orville Freeman and Bill Gaud request• 
ing your authorization to negotiate three amendments to P, L, 480 pro• 
grams signed earlier this year. 

• Morocco -- $23.4 million worth of wheat (300,000 tons) 
and cotto~. 

·• · Tunisia -- $21.9 $26.6 million worth of wheat 
(150-210,000 tons), corn, vegetable oil, and cotton. 

- Ghana~~ $2.3 miliion worth of cotton, tallow, and tobacco • 
.,I 

These agreements would include a total of up to 510,000 tons of wheat, 
45,900 bales of cotton, and 35,000 tons of vegetable oil. In every case, 
the credit terms would be ·the same as those in the earlier agreements. 
Similarly, since these agreements were all signed within the last six 
montqs, no new self-help conditions are proposed for these amendments. 

Morocco 

An agreement providing $11.5 million worth of wheat to Morocco for the 
second half of FY 1967 was signed last April, bringing the total for 
the year to about $25 million. At that time, you made a finding required 
by the "Findley-Belcher" amendment to P. L. 480 because Morocco had 
some trade with Cuba. Since the finding was limited to sales agreements 
signed in FY 1967, you must sign another such waiver if you ·approve this 
proposed 1968 program. A new waiver will also. enable us to sign an · ~­
agreement for about $2 million worth of tallow,. which you approved in 
May, but which was not ready for signature by the end of FY 1967. 

AID is considering an agricultural sector loan of $10-$15 million to 
Morocco. 

Tunisia 

In March, we signed a P~ L. 480 agreement providing $13.8 million worth 
of wheat, barley, and vegetable oil to Tunisia for the second half of 
FY 1967, bringing the total for the year to $27 million. The amount of 

I .. 
DECLASSIFIED 

E.O. I 958, Sec. 3.6 
' ,NLJ 93·- 3s-1 

Y. cl:r , NARA Date, r3o~tt·ct 66NfIB[NTIAt 

https://for/MoroccciJ.69
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food grains to be included in this amendment have not been determined pre­
cisely, but it is likely to include about 180,000 tons of wheat, putting the 
total value of this amendment at about $25 million. · This proposed agreement 
is designed to cover Tunisia's needs for FY 1968. 

AID is now planning to present for your approval later in the year a program 
loan of $10-$15 million for Tunisia. 

Ghana 

In the case of Ghana, we signed agreements in March and April to provide $7 
million worth of wheat flour, rice, cotton, tallow, and tobacco. Since then, 
small additional requirements for cotton, tallow, and tobacco during the 
rest of this calendar year have emerged and are proposed for negotiation now. 
The 1968 P. L. 480 program for Ghana should be forthcoming for your considera• 
tion within the next few months. This will be closely related to our program 
assistance, now estimated by AID at $15-$20 million in 1968. 

Reconnnendation 

I recommend you authorize the Ghana proposal which is the tag end of our 
calendar year 19~7 program. 

The P. L. 480 agreements for Morocco and Tunisia represent the lion's share 
of our total economic aid to those countries. They are therefore central to 1 

our development strategy, our dollar aid levels, and our leverage in bargain• 
ing for self-help measures. Under normal circumstances, I would prefer to 

i delay negotiation of these 1968 P. L. 480 programs until we are ready to move

l ahead on 1968 dollar aid. This would be consistent with your desire to 
1 1 obtain the maximum leverage for self-help conditions and to treat P. L. 480
I like regular dollar aid.
: I 
I: However, this might well mean a delay of several months in negotiation and 

shipments, and USDA is anxious to move all of the connnodities involved. In 
the light of the domestic agriculture situation, I have no objection to 

, : 
going ahead with these agreements now. 

Charies L• Schult~ 
Attachments .DirGO~OJI'.,· ·_· . 

Approve package ------
Approve only: Morocco ___ 

Tunisia ---
Ghana -------

Disapprove _________ 

, 

CQNFIBENTIAL 
I 

.. _. _., ___ ., __ . ... .. ·- -·· . -- - -- - --· · ··. ~--. . ... . . . .... ---- -~·-... •·· -- .. . · · ---· - -- ·· ·· -- - ~-- -- - · - --· · · - · -r-
". • I 
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September 12 198JTo: The President 

Subject: Public Law 48o Sales Program with Tunisia 

We recommend that you authorize us to negotiate with the Government of 
Tunisia a $21.9 to $26.6 million increase in the $8.5 miUion PL 48o 
dollar credit and local currency sale approved by you early in January 
and the $5.0 mil.lion increase approved by you early in March. The pro­
posed $21.9 to $26.6 million increase would add 35,000 tons of soybean/ 
cottonseed oil, 9,500 bales of cotton, 150,000 tons of wheat and 4o,ooo 
tons of corn to the soybean/cottonseed oil, wheat and barley already 
approved. (This 190,000 MT of grains may be increased up to 260,000. 
We are not certain at this time how much grain the Governmen~ of Tunisia 
can actually absorb and we are working toward determining this level.) 
Under this proposal the dollar credit ·portion of the program has been 

,increased to 50 percent. The dollar credit terms remain the same; that 
is, 20 years credit, two-year grace, interest at one percent during the 
grace period and two and one-half' percent thereafter. The local currency 
terms are 80 percent for development loans, 8 percent for U.S. uses, 
10 percent for Cooley loans and 2 percent for maternal and child welfare 
and family planning. The Departments of State and Treasury have endorsed 
this proposal. 

In our memoranda of December 23, 1966 and March 2, 1967 (attached), in 
which we recommended the PL 48o sale, we outlined the Tunisia require­
ments for agricultural commodities, the U.S. interest in Tunisia and 
self-help efforts to improve that country's agriculture. · 

Recommendation: That you authorize us to negotiate with Tunisia the 
sale of up to 260,000 tons of wheat and corn, 9,500 bales of cotton and . 
35,000 tons of soybean/cottonseed oil of which the current export market 
val.ue is $26.6 million. 

. IV /l!-:Z-1()-/~ . (\/ LJ:; /--- I ~ ~~ ~ . 'v A /1,1 .~k'T;<: ,,d, ✓, · 
.. Administrator • --- Secretary·.· '" 

Agency for International Development Department of Agriculture 

Approve: 

Disapprove:________________ 

C()NF18ENTl A.L -
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1967The Pr~dcl8nt 

• Subjcd;: P.L. 1¾-So ·sales· Pro[;l.'c--in ,-rith Tunisia. 

.. 
We rE;cot:-nr:-n.d that :you e.uthor:t~.~ \l..S · to ne,:otiate with the Gov-ernr.:~n-'~ of 
Tunisia, a $5.0 million inc1·c2..se j_n th~ $8.5 r:rlllion r.L•. !.:.So doll~r 
credit." and loc:1l cm'1... en-;y s~"Llc ?:1p~:oved by you eo.rly in .Js.nuo.~·y. Th~ 
pro1)oscd incrco.se would ncld 20., 000 rr,et.ric tc!\G of soybco.n/co·'.;.t.onc.(!cd 
oil to the so~,rb~~n/cot tonseed oil, '\'r:1ca;~ f~ml l"r-.rlcy alrE:2..cly l'.I'J.)rov0d. 
The sa:.\e Po.Y1-:1ent tc1·:r1.S wlll E\!/Pl:t, tho:t is: u.nclo::!l' t.he cloJJAl' cr~d.5.t 
terms, 20 y0ars credit~ t~r·.::-y,~.r::.r 0-·2.c(~, 5.ntercst at 1 percent ch'.:·in.:; 
the r,:c.ce period a.'1d 2~- p·-:~i•c2.1)t thC;;::-~:::L~·tc~' ; '1.'ad ·under the lcc.:iJ.. 
currency terms, 70 .~c-.ccc~1t of local cu-rrency pro~eed~ a:te int-::arl~cJ. 
for develorment 100.ns, ·20 pcr(' -2r-. t foT U.S. i.lses · cmcl 10 percent fc:,:::..· 
Cooley loans. The Depa:r:tr;\cnt · cif St8.tc h~s endorsed th5.s p:!'o_p::,s"\l. 

Althou~h Tunisia. had asked fo1· 30,000 tonz of edible oil fN' the 
curr~mt fiscnl year, it was r,ot. t.ho\1,si:t, poss~_:)le '\·i!10n the c.:-urrent 
approvca. pro.'.:,t'DH ·was devclo1)ecl to offer r.:ol"C thnl1 10,000 tons. 
Subsequently, acl,::litiono,l q\!rm"i:.it.ics h~o0 b':':col·:1e avuil~.bl0 for 
programing under P .L. 1~30 to scvcrc.J_ c01).!:i.t:des ~.ncl:.~din.3 TLmisia. 
This addition w:i.11 ·fttlfill the r..rnotmt req_·.:i.estcd. 

In our .m~oro.nc1u.r.1. of Deccr:foe:c 23, 1966 (att:l.ch'c:d), in '\-ih:i.ch we 
· reco.i'P.."7lended the current P. L l~Go s2..J.c, we c-utlined t1:e Tunisia 
requirements for n-31'icu1tural cor:1t.1oditi~s, the U.S. interest in 
Tunisia a.'11~. self-help efforts to ir::prov~ that country' G az:cicul­
.tu.re. 

Reco!'?l:.l'.:mde.tion: Tha.t you a·--1.thorizc us t,,, neeot:.G.te with Tunisia. 
the sale ot 20,000 metric tons of soybce..r1/cottonse~d oil val\.l';!d. 
at $5.0 m.illion. 

/s/ William S. Gaud 

Administrator Secretary 
Agenc·y for !nternationaJ. Develo:r;r:i.ent Department of J\:7icultnre 

.-

Appl'OVe: 

E.O. 12356, Sec. 3.4 ------------------
Diz(l.pp·-~·•)Vi1 • -----·----------------

https://neeot:.G.te
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UNITED STATES COVERN~-IENT 

}vfernorandum 
The Pre_sident DATE: 

FROM 

SUBJ£CT: PL 480 .Program vi.th 
• 

Tunisia 
! 

We recommend. that you authorize us.to :proceed with n~Gotiations with 
the Government of Tunisia for PL 480 sales agreemei]ts as outlined 
below. · 

~itle I Cor.m1odity Compositio~·: (75~~ of the conmodity value} 
r' ·- -

U.S. Fiscal Yeox 1967 

Approximate · Estims.te:l Estimated 
9omrnodity Ma.·,d.r.mm QuFintit Market Value CCC Cost 

metric tons ----------(f,000)--------

Foodgrains (wheat and 
barley) 90,000 : $5,770 $6,610 

Soybean oil/cottonseed _ 
oil 2,000 .- ·. 530 530 

Total ~6,300 -~- fr ,146 

Local Currency Uses 
; , 

tJ. S • uses ••••.••••• , •• · • • . . • • ••• ·• • • . • • • . • • • • • · •••·• • 2<:JJ/., 
Cooley Loan (Sec. 104(e) •••••••..••.•.•••••••.••• lo1, 
Loans for economic development (Sec. 104(c) •.• ~ •. 701;(, 

Title IT Co~odity Com-position (25% cf the commodit:r va!.\lel 

U.S. "Fiocal Year 1967 
Appro~·d.ma.te Esti.,ue.ted Est~..e.ted 

Com..ffl.Odity ~i.'num Que.ntit[. Market Value CCC Cost 
(metric tens} ==--•--N-=r1,ooo)-----== 

Cottonseed and/or 
. soybean oil 8,000 $2,086 
Ocean transportation (estir.ia.ted) 

!rotal ~2,1§~ 

https://Appro~�d.ma.te
https://Ma.�,d.r.mm
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Credit Terms 

The credit terms will pr<;>vide that payrJent for ship.cents in each cal­
endar year wi.U be ma.de in 19 e.pproxi.110.tely equal anm.1:ll installments, 
the first of which shall become due two yee:rs after the dc'.te of last 
delivery of co~~odities under the acrec.i~ent in any calendar yee:r. 
Subsequent payments of principal for corra-:iodities deliver~d in each 
calendnr yeor ·will be due and payable ruti.'1.ua.lly therecf'ter. Interest 

~ during the period betuecn the date of. last delivery in each calendar 
year and the date of first pay::ient of principal shall be at the rate 
of l percent per a.."'lllum. A]?plicable interest shaJ.l be at the rate of 
2-}percent per annum therea.:f'ter. 

I 

. fhe State Department.concurs in this recommendation. 
'.,• t ··--, ·

1'unisia's Food Situation 

1'unisia. is faced with a serious food shorte.ge due to a. severe droug..."rit 
which hes reduced agriculturaJ. production in the 1965-1966 sea$on by 
5Cf/o fer bread vheat and barley and 45i for edible oil and is expected 
to result in o. 1966-67 edible oil crop of less than half of the :poor 
1965-66 crop. T"..misia•s severe balance of payments problenis and 
·1nabi.lity to obtain assistance from other donors have ~ade the situ- =~ 

. ation ye_r_y critical. 

-!he drouent has resu1ted in the production of only 350,000 metric 
tons of Yheat in the 1966-67 growing season vhich is 170,coo !--IT le~s 
than was produced in the preceding season. Abovf and beyond U5UaJ. 

comme.rcieJ. purchases and PL 48o assistance provided earlier this 
fiscaJ. yea:r, there still remains a gal) of 100,000 metric tons. The 
proposed sale of 60,000 metric tons would not eliminate the diversion 

• I 

of sce.rce T-Jnisian foreign exchange from crucial imports needed fo~ 
developraent, but it ~'Ould considerably reduce the disr'U!)tive effect 
of this diversion on the.develop~ent effort. · 

~he Tunisian barley situation is similar to thr.t of vfu~at. The 
deficit in 1966-67 ]?reduction due to the drought is 100,000 metric 

___ .'. --~., ··. _: :.·:- tons. With barley provided U.?lder PL 48o earlier t _his fiscal yeru: 
--~~-~:--~·-:- and through extensive substitution, the requirern~nt has been reduced 
~---· -- · to 52,000 metric tons. ·we propose to :provide 30,000 n:eti·ic tons 

leaving 22,000 metric tons which Tunisia will have to· :purchase co:n- - -. 
mercially. Barley was a foreign exchange earning· ·export for Tunisia 
1n FY 1966, ..mereas in FY 1967 the situation is reversed. Any further 
increase in commercie.l purchases beyo:id the 22,000 1-:r . contenII>lated 
would divert scarce foreign excha.~se needed for Tunisiu's develop- . 
ment. 

~ ~ 

https://shorte.ge
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The edible oil situation is extre~ely serious. This year's crop is 
45i less than last yet.JX 's crop e...11d next yeDr 's crol) (ie., 1966-67) is 
expected to be less than one-hal.:f' the size of this year's crop. 
During the 1966-67 gro·.rlng sea::;ons, 51,000 metri~ tons of oil irr'.po::ts _.::_ _ 
will be required·. After ta.1---...ing into accou."'lt PL 480 assist~"'lce pro- · 
vided earlier in this fiscal yea:r and norr:tal commercial purchases, 
the sap is a staggering 39,000 ~etric tons. Tunisia has requested 
CCC credit sales of 1,200 tons a.'ld use ·of the FY 1966 proera':l loa."1 
to finru1ce 4,000 metric tons. Tunisia has requested 30,000 metric 
tons under PL 480, but due to limited U.S. avnilabilities, -we nre 
prepared to provide only 10,000 metric tons et this time, leaving an 
llllfilled gap of 23,800 :metric tons·. Later in the fiscal yee.:: we 
v1ll examine whether we can provide additional edible oil to ease 
the strain on Tunisian f9reigi:1 ~xcha...,ce. 

Tunisia's Self-Heln Efforts . 

We belieYe Tunisia is making good :pro(7ess in tL"'!dertn...l<:.ing self-help 
measures. Tunisia has improved its :planning and budeeting, under­
taken a. stabilization program includine strict credit ceilings and 
limitations on gross investment, placed controls on gove1·n.~ent 
opcratin~ budget expenditures, and sharpzy curtailed the use of 
short-term, high interest-rate su~pliers' credits. Wages and prices 
ha.ve rcn:aued virtually frozen. A naticn-'Wide population control 
program has becun. In 1967 the GQvernment hes pledied to di:asticaJ.J..y 
curtail invest~~nt and further restrict credit in _order to sicnifi­
ca.ntly increase the effectiveness of the stebilizdtion effort. 

In the J?eriod 1960-65, the growth of agricultura1 i,roduction has bee~ 
approximately '3/4 per ennum. ~r h~.Lf t~e &/4 rate of groi;,,th for the 
economy s.s a. ~--hole. While the Goverrment fell short of ov-erly 
optimistic agriculture investment goal in the previous four-yeo.r plan, 
it. bas made a major effort to increase the growt:n of a.,.,,;riculturaJ. 
production, including a major e,ericult~a.l reorganization a.~d heavy 
investr:1ents in irrigation, tree planting, liYestock, and research. 

-· The returns 'are now begil"l-"ling to be felt -and by 1969 a,n.-,ua.l growth 
in e.gricultu=e is e:-..1)ected to reach 4.67a. The following self-help 
measures set forth in the current three-year pla..11 have begun and will 
acceierate during the period 1967-72: 

• I I. 
1) A broad land reform and a national program to establish 

. agricultural production COOl)erati·1res • . 146 such coor>eratives he.d 
begun operation th=o\18h le.st yee:r. 68 have been. started this 
year and the Governncnt ple.ns. to establ1.sh 100 annually fo;: the 
next several yea:rs. .., 

2) A com_prehcn:ive n3.tiein-d.de 1,;-2.ter develop~nt :program to 
...increase irri~atcd la."'ld from 150,000 acre~ in 1961 to 450,coo acres . , 

by 1972. 50,000 acres hcve been co=?let ed e.::d -~rojects a~e no~ 
underway ~o irrigate an addition~ 135,000 acres. With U.S.• 

https://n3.tiein-d.de
https://establ1.sh
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assistance, the Governn~nt has adopted kn.eric~ "-"ell-drilling . . 
technique and expanded its cap~bility to the point where it e."q)ects
to c~m_plete 395 neu wells over the next:four yeaxs. 

... 3) A national public works :proGrara ·whi~h ·has :r:iore and more been 
chann:eled to sui,port and extend the aericultural developnent effort. 
Drain~ee ditche3, access roads, farra ponds, vratcrw~ys, soil saving 
dams, · fences, and faro buildings are being built, land is being 

·ieveled for irrigation end hillsides terraced, ~ells and· cisterns 
.are being dug; a.nd grass, :fora,ee, a.rid great nur.ibers of .fruit, nut, 
and forest trees are being planted. 

. I . . . . 

4) A program to grow vegetable stock and tree seed.lines and 
distrib".!tc thz~ to fa::-mc:-s tri+ou~hout the cow"1tr-.1 and, through the 
public ..,;arks :,proo:ar.i, a ·major tre~ l)lanting program which -;.;ill 
recult in a million new fruit trees co:u.ne into :procluction in e~ch 

. of the next five yeo.rs and a larce increase in olive oil production 
and expor~ by 1975. · 

5) A major er:!l)hasis on increasins yicld.s per acre through modern 
land classification., new cropping patterns, increased forage produc­
tion to facilitate e. .m.a.jor e:<l)mision in livestock production, intro­
ducing new export crops (e.g. pistachios, early and late ri:9cning 
vegetables for the growing Euro_p~~"1 .oarkets) , and a_ppl:..ed cro,P 
resee.rch. Experimental trials have begun to identify L':'!proved wheat 
·vari~ties and to introduce su.."lflo~-rer seeds and o:t,her crol)s fer edible 
oil production. These.prov:ams reflect the Tu.nisia."1 Government's 
·1ntentjon to reduce Tunisia's dependence on cereal and oil _i.qports. 

I 

- Our Aid Understanding with Tunisia 

·~e Tunisian Gover~-:.ent tmderstands that the rn.ajo~ assistance prcvided 
by the U.S. 1;s dependent U}?On continued self'-help efforts to ir.lprove 
·economic performance a.""ld must be in conjunction ·with efforts to ma.xi­
mize other donor contributions • 

. lml)roved Tunisia.'1 :performance and increased assista."1ce from other 
donors shou1d make it possible to ~educe Tunisia's dependence U3?on 
the U.S. as the major donor. In part through U.S. influence, the 
1'unisian Government has requested IHE' standby credits, agreed. to 

· undertake a major stabilization :program, and devalu.e·i its currency. 
We ha.ve eRCouraged the IBIID and T°lli"1isia into greater cooperative 

.efforts to achieve better develo:pr;ient :plari..ning a."ld incree.sed IBRD 
assiste..~ce. Success to date is reflected in the heavy dee;ree to 
lihich obth the IMF a.'1.d the IBRD have :p~ticipc.ted in tbe prepe..ration 
or the Tunisian 1967 economc b~dzet and the establish:lent in 1966 
of e.n improved budgeting process as a specific condition of U.S. 
assistance. 

r 

• 
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Recommendation: That you authorize us to begin negotiations with the 
Tunisian Govern:1ent to sell 10,000 met?"ic tons of edible oil, 30,000 
metric tons of barley, and 60,000 ~etric tons of wheat under PL 48o, 
titles I and IT. · 

We will use the negotiations to cncourac;e the Government of Tunisia. 
to continue its m.uilercus sc1f-help t1,:?as1.:res to increase food J.)roduc­
tion, particularly e.rnphasizine im9roved. acricultural plcnning and 
policies, expanded. services for the fa:rr.1c1", improved fa.r1:1 .pre.ctices, 
and esse.--itfoJ. investraent for wate:: d~velopr,1~nt and agricultural equi:p­
xnent. 

Approve: 
,I . 

Disapprove: 

Adro.inistrato:: Secreta:-y 
Agency for L--iternational Department of Agric\:J.ture 

Develol)ment 

'USDA-FAS/AID PBirnba.um~~/H.A. (typed IADS :LBro·wn :FAS :GS?-1:FHJack/kw 12-21-66) 
.. . . \ ~ ' 
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EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 

SEP 1 4 1967 

MEMORANDUM FOR THE PRESIDENT 

Subject: Proposed P. L. 480 Program for Bolivia 

In the attached memorandum Bill Gaud and Orville Freeman request your 
approval to negotiate two P. L. 480 dollar credit sales with Bolivia 
for a total value of $9 million. Together they would provide 114,000 
tons of wheat· flour and 9,000 bales of cotton. Five percent will be 
paid on delivery and the balance in twenty years, including a two-year 
grace period. 

The bulk of commodities _- 104,000 tons of wheat and all the cotton would 
go to the Government of Bolivia. The primary purpose of this agreement 
is to provide budgetary support for agricultural development at a time 
w~en a budget deficit brought on by increased guerrilla activity will 
force a general cut-back in 1967 and 1968 expenditures. The local currency 
generated from this agreement will be earmarked for specific agricultural 
projects outlined in the Gaud/Freeman memorandum. 

The ~elf-help commitments we will require are very general and are aimed 
at encouraging the government to strengthen its institutional capability 
in th~ agricultural sector; 

- complete the reorganization of the Ministry of Agriculture 

identify additional priority commodities through an agricultural 
sector survey 

increase support of rural community development 

The central ·government in Bolivia lacks the administrative capacity to 
develop and carry out viable programs and the financial ability to mobilize 
and control resources in support of these programs. Central government 
revenues were estimated at 7.4 percent of GNP in- 1966, one of the lowest 
ratios in Latin America. 

In view of this primitive state of the public sector, the self-help 
conditions we seek are not very meaningful. and the effective use of these 
P. L. 480 resources not promising. 

DECLASSIFIED 
E.O. 12356, Sec. 3.4 

· J ~-351 
By Cb , NARA. Datc~~5·1S-
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However, the continued stability of the constitutional Barrientos' 
Government, to which wear~ committed, may depend on its ability to 
sustain its military efforts and at least a minimal level of develop­
ment activities. This agreement would assist President Barrientos 
to meet these politically significant needs. 

Ten thousand tons of the wheat flour is for the Government Mining Cor­
poration (COMIBOL) and will be negotiated separately with COMIBOL. 
CCMIBOL has serious problems which require administrative and policy 
changes. I think the separate agreement should be used for leverage 
to get those changes, but Gaud and Freeman are not ready to specify 
the self-help conditions we would seek from COMIBOL at this time. 

Therefore, I reconunend 

(1) that you authorize negotiation of the proposed P. L. 480 
agreement with the Government of Bolivia and, 

(2) that you approve the separate agreement with COMIBOL now 
but instruct AID and Agriculture not to begin negotiations 
until self-help conditions are ready. 

Attachment 

Government Agreement: Approve 

Disapprove _______ 

COMIBOL Agreement: Approve for negotiation now _______ 

Approve now but negotiate only when self-help 
conditions are -specified 

Disapprove _______ 



Hm OHlC!Al USE OW' " 
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To: The President 
S£P 1 2 1967 

Subject: Public Law 48o Program with Bolivia 

We recommend that you authorize us to negotiate a PL 480 sales agreement with 
Bolivia to provide approximately ll4,ooo tons of wheat/wheat flour . and 4,770 
bales of cotton, of which the current export market value is $8.6 million 
(including certain ocean transportation costs). TheJJ.4,000 ton figure includes 
10,000 tons for the Government Mining Corporation (COMIBOL). A separate agree­
ment will be negotiated with COMIBOLfor this amount. The proposed terms are 
payment in dollars of five percent on delivery and the balance over eighteen 
years, with one percent interest during the two-year gra~e period and two and 
one-half percent thereafter. The Departments of State and Treasury concur in 
this recommendation. 

Need for Program 

The United States supports the present constitutional government of President 
Barrientos, which has undertaken measures to encourage mobilization of private 
sector resources and reduce losses in the public sector. These measures have 
resulted in modest but steady economic growth. During CY 1967, however, the 
emergence of guerrilla activity and declining foreign exchange reserves have 
raised major problems for the Bolivian Govern.~ent. Domestic wheat production 

· supplies only about 3Cf/o of consumption needs and only about 12'/4 of domestic 
commercia1 milling requirements. The self-help measures which we will ask 
Bolivia to undertake will be fully integrated with other U.S. economic assistance 
programs in Bolivia. 

Usual Marketing Requirement 

A usual marketing requirement of 40,000 tons of wheat/wheat flour is currently in 
effect for CY 1967. To cover the last six months of the proposed program (Janua.ry­
Jlme 1968) a usual marketing requirement of 25 ,ooo tons has been set. These 
requirements are based upon averages of the past five years. 

Self-Heln Measures 

Bolivia is giving agriculture and rural development a high priority. Significant 
progress has been made in land reform, agricultural credit, and in the reorganiza-

. tion of scattered agricultural activities into a more effective Ministry of Agri­
culture. Major food crops, with the exception of wheat, have continuously 
increased since 1958, ·but no faster than population. Once an importer of rice, 
Bolivia is now virtually self-suf'ficient. Sugar is being exported. 

In the negotiation of this agreement we will seek commitments that the Government 
of Bolivia agree to : -~ 

(1) Complete the reorganization of the Ministry of Agriculture; 

(2) Maintain the budget for regular agricultural activities next year at least at 
the level of this year, even though an overall decrease is likely in the consoli­
dated GOB budget for developmental activities; 

https://Janua.ry
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(3) Allocate U.S. dollar equivalents in local currency proceeds f'rom this agree­
ment as follows : 

(a) $1.5 million equivalent to the Agricultural Banlt and the Credit Union to 
expand resources available for loans to farmers and cooperatives for producing, 
marketing and storing priority crops; 

(b) $1 million equivalent to strengthen priority food and commodity produc­
tion and marketing programs for cereals, rice, wools, fruit, potatoes and quinoa., 
a uniquely high protein high altitude grain; 

(c) $1 million equivalent to implement procedures as recommended by Cn>A­
University of Wisconsin Land Tenure Center and recently incorporated in:to law to 
complete the distribution by 1971 of clear land titles t9 campesinos still without 
title under the Agrarian Reform Program of 1952; 

. (d) $1 million equivalent for Rural a.nd Urban School Development including 
teacher training, curriculum development· and school construction on the basis of 
a study by Ohio State University to upgrade education in Bolivia; 

(e) $1.5 million for the GOB contribution to the financing of major penetra­
tion roads in accordance with AID commitments to support the IBD-financed coloni­
zation program; 

(f) $1 million equivalent to the Central Savings and Loan System to assist in 
meeting the criticaJ. housing deficit in urban a.nd rural areas; 

(4) Develop substantive programs to encourage :unproved breeds and veterinary services : 

(5) Identify additional priority commodities through an agricultural sector survey 
soon to be undertaken; 

(6) Increase its support of rural community development program initiated in 1965 
to promote democratic participation and self-help by campesinos to improve the 
social environmental and political effectiveness of the:rura.l areas. 

Self-help measures for the COMIBOL agreement will be developed to meet the special 
nature of that agreement. 

Recommendation 

That you authorize us to proceed with the PL 48o sales agreement • ., 

. I~ (;// -£ ;/;/ ~ .• Stp11- . ~ .. t''/ · , ~. I b -~ •i.Q, 
~ . ..fn ,,1,.v·J,:., .//~ -,-, f 

Administrator ~ ~Secretary 
Agency for Internationa.l Development Department of Agriculture 

Approve: 

Disapprove : 





EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 

SEP 13 1967 
l, 

MEMORANIXJM FOR TRE PRESIDENT DECLASSmm 
E.O. W56, Sec. 3.4 

Subject: P. L. 480 Agreement with Indonesia N1J q-3.3 
Bt-~-. NARA, Dar.e 5-~.S..9s-

Orville Freeman and Bill Gaud request your approval to add a 
$4.31 million supplement to the P. L. 480 agreement now being 
negotiated with Indonesia which you approved in August. 

Including this supplement, the current package would total $25.9 
million (including ocean transportation costs of ~3.1 million) and 
consists _of: 

metric tons value (millions) 

Basic Agreement 

Rice •••••.•••••••••••.•••.•••••..•• 100,000 $17.0 
Tobacco............................ 1,000 2.0 

Supplement 

Bu.lgu.r •• • • • ••• • • • • • • •• • • • ••• • • • •• • • 5,000 .6 
Inedible ta.llow•••••••••••••••••••• 5,000 .7 
Edi~le vegetable oil ••••••••••••••• 1.0,000 2.5 

The financial terms of this supplement are the sam~ as the basic 
agreement - 40-year dollar-repayable loans with interest at one 
percent during a 10-year grace period and 2 1/2 percent thereafter. 
The self-help conditions are also the same - development of several 
programs designed to improve agricult ural production, particularly rice. 

Excluding this supplement, our economic assistance to Indonesia in CY 1967 
totals $59.6 million. This is about ~5 million short of the commitment . 
which you approved in February to provide one-third of Indonesia's 
estir2ated CY 1967 foreign exchange requirements, provided the other 
two-thirds is put up by other donors. 

It is questionable whether this supplement will count against our 
CY 1967 total. We had hoped to include a higher cotton component in 
earlier P. L. 480 packages, but Indonesia has been unable to absorb 
further cotton imports than the $8 million that arrived earlier this 
year. Bulgur, tall.ow, and vegetable oil have not been requested by the · 
Indonesians, and consu:ner acceptance is unknown. We therefore face 1 
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a difficult negotiating job and may not be able to reach agreement 
in time to allow this supplement to be counted against our CY 1967 
pledge. Nevertheless, this supplement would improve our posture 
with the Indonesians and other donors - who have already pledged 
the required_two-thirds - by signalling our readiness to provide 
further assistance. As a hedge against falling short, AID is 
considering the possibility of a further supporting assistance 
loan later this fall," once FY 1968 appropriations are . lmown. 

recozmnend that you approve this supplement to the P. L. 48o 
agreement now being negotiated. 

Charles L. Schultze 
Director 

Attachments 

Approve 

Disapprove 



r CONFIDENTIAL 
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S-EP 1 2 1951MEMORANDUM FOR THE FRESimNT 

Subject: Supplement to P.L. 480 _Sales Agreement with Indonesia 

We recommend that you authorize us to negotiate with the Government or the 
Republic of Indonesia a supplement to the P.L. 480 c~nvertible local 
currency credit agreement now in negotiation. The proposed supplement 
would add to your previous authorization 5,000 metric tons of bulgur,
S,000 metric tons of inedible tallow, and 10,000 metric tons of edible 
vegetable oil, having a total value at current prices of $4.31 million 
including applicable ocean transportation. The terms would be the same 
as the agreement under negotiation - dollar-repayable loans, 40-year 
maturity, 1 percent interest during 10-year grace period, and 2-1/2 per­
cent thereafter. The Departments of State and Treasury concur in this 
proposal. 

The inedible tallow and edible vegetable oil would be ·for consumption _on 
the Island of Java. The bulgur will be used partly in Government rations 
tor civil servants and military personnel, and in rice-deficit areas. If 
these commodities prove acceptable, consideration may be given later to 
increasing the quantities. 

In our memorandum of August 8, 1967 (attached), :in which we recommended 
the current sales agreement in negotiation, we outlined the u. s. interest 
in Indonesia, the AID program there, and Indonesia's self help efforts to 
·improve that country's agriculture. That background infonnation is still 
applicable. 

Rec01nmendation: That you authorize us to begin negotiations with Indonesia 
to supplement the saJ.es agreement now in ne·gotiation to supply $4.31 .million 
worth of bulgur, inedible tallow, and edible vegetable oil. 

~ ~@6/L 1:__':61 
Administrator -~- - Secretary

Agency for International Development Department of Agriculture 

.Approve:_____________ 

Disapprove:_____________DE 
E.O. 
NL_· _....._..-6-.~ ~ -

By~ w..,_ ., -'l3 
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.. - · · . ·-
·• · Helping the Suharto Government get its e·conomic house in order 

. ·- . .· · -'involves two separable problems: · . ·- - · • .- . l . 
(1) How to fuliill the U.S. share or the Inter-Governmental Group 

support.of the Indonesia stabilization l?rogram for Calendar 
Year 1967, on which we are still $27 knillion short of the 

; t . ·•$65 million U.S. commitment; and 

. . (2) How to help stimulate rapid enough developmental pro-gress:-:{n ,-~'.""'·~"-­
. Indonesia to sustain pub~~c .and army_~\.!ppor_~..:<?f the promising·: :_ ' t 

_ new trend in Indortesian polltfo·arori_eritation and leadership · 
without loosening the economic stabilization discipline which ~· 

) 
! ' . . is essential to long run solution or Indonesia's problems~ " 

·i~ The second or these two matters will be the subject of studies·being 
j: :· : · : ; .- undertaken by the World Bank and Asian Development Bank, .which will not .. _· · · · 
1 

• :. be available even in preliminary outline until about the end or this year •.., · · · . · .-_.. 
;; • • ·• • • • • • I 

• • -~.-.· 'l"! . -: ·, .. . ..T ·. 
1; : . ' This memorandum deals with the first item. A. I. D_-, with the 

. • · · • · :. • t .r -:. 
~\ . concurrence of State, propo~es to meet the U.S .. commitm.,.ent this year irt 
!" ; ' the following way: · · :. . · · · · · . . < :· ... · . :·· . ·• . · :: . . .:.~. . : 

' ... . ·.·., .:·.;/:_:·~· --< . :' :~~· ,·_<.· .. . .•. 

. . . - . ·Ac~ions already taken: r. ~ • · • ·• : • . ·. •. ~ 
I 

·. • I• A: I. D. 

.. 

loans . $30 million 

P. L. 480 cotton credit $8 million . . •·J . -3'. . .J/.· ..?AJL!_· .. ·._ ._{ _ · _ 

Actions proposed: • · ' ByJ.vf/JIW, P.. - -

p. L. 480 rice credit $2 0 ptillion • : ~ 
.. P. L. 480 tobacco creqit up to $2 million :· . ·,, . • . ·. · .:·.1,1: '. . .. 

. (P. L. 480.terms to be dollar-repayable loans - 40-year maturity,··l 
i • ·: -• _· ·· lo/o 1nierest during 10-ycar grace period, 2-1/2% thereafter).• · · ~ i·. ' . . 

• • • •. ·_ •' • ., • • • • • i . ' • • • • • • J ' ~ ' ' '. .l r: . . . .·• - . 
I • •• f , . 
I , - • . .• · ·. · . . . . 
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. The balance of $5 -· $7 million, to be covered in November by either 

P. L. 480 cotton. credit (if demand for raw cotton has by· then revived) or 
by ·an ..A. I. D. loan. 

. . 
Agriculture concurs in the rice component of this package if it is decided 

1 • . • as a matter of policy that Indonesia is or sufficiently high priority to risk diversior 
: . . ' . or rice from cash exports. Whether such diversion will actually be necessary 

depends on U1e size of. this Fall's U.S. rice harvest, the trend in Vietnam rice 
~.-equirements and the behavior of the world rice market. With a bumper U.S. · 

' ' .l . · crop, we might get by without any visible diversion at all. But if we didn't - · 
r , and lf the diversion were fairly obvious - we could expect criticism on the Hill. 

Secretary Freeman is prepared to take the risk if you concur with the State/ 

·-. AID propo'sition that Indonesia is i.mportant enough to be worth it. · 

1 
·..·1. .·. . •. r SpecificaUy, this package .requires your approval to commit 190,000 tons 
., . . . · . o P. L. 480 rice to Indonesia., as a priority claim .on a supply which otherwise 
-J . · ·.. , could be fully absorbeq in Vietnam, Africa, and in commercial exports.' This 

'. :1- ·. ·. · • ·would not mean a rice shortage in Vic lnam. It would ~till permit providing . 
·l ·• · Vietnam 550, 000 tons under P. L. 480. from the current U.S. crop. In addition, 

. j . we would still be able .in the· Spring to provide an additional 100,·000 to -
·; · · ··.. · 200~ 000 . tons to Vietnam from the current crop (to be divided between P •.L. 48.0 anc : 
~ ·... . . · •. ·· cash sales, depending on the Vietnamese foreign -'exchange situation), plus small .'. 
i · · .· .·. : amounts to fulfill outstanding commitments to the Congo, Ghana and_Liberia.j . ·. . 

. i . 

!.·· · .. However, the above allocation totals more than the minimum of 
I · . ••r ..- . ·.•· 670, 000 tons Agriculture~ exp_ccts to be available for P. L. 480 from thi~ 

_!~:. yea~'s crop. Although our crop may turn.out to be large enough .to cover it, we . . ,· 
: ·· ·· · won't know until October. But it makes very good foreign policy sense ·to let -- · 

; i.··. :·.. .~. .. the Indonesians know now. The price or telling them now. is th~t if our crop is · 
'~J•::_. ·_.., ·.!!.Q!. any· larger. than the low e?d or 1?-griculture's. range; we will_.have to choos~· 
·: .. . . :.. between lowermg P. L. 480 rice shipments _to Vietnam and cutting into U.S. 
: · '· · commercial rice exports.
i.· ·. 

; . .: . . :1·..~ Even with a very large U.S. crop, this rice commitment to Indonesia · 
j. . •• . 

f · would probably foreclose the possibility or meeting 100, 000 tons of Vietnam rice 
r • 
{ reqµirer:ients from the United States, and cause Vietnam to turn to Thailand or 
i Taiwan for purchases with Vietnamese-owned fore1gn exchange for that amount• 

. j .I 

· We believe thi~ will cause minimum domestic political difficulty here if the . 
' · ' . commitment to 

1 

Indonesia is made at the beginnint or the U. s. crop, i. e,., this·. 
, ·• · ~ month, and any further Vietnamese pt:1rchases. are made from Thailand/Taiw.an 
~ .· / . . . .- next spring when the U.S. exportable .surplus.of r .ice is fully committed 
).-• . . . : ·=.- ·. - - elsewhere., · i_ . .- .·:··. · .::.:..-. •.. · • ..: :... · .-.-..:.__ .·._. _-.._: :··-~>-; ·. ·.· · ·..• : .· .-~-:: .. ·:-_..··:>. ·>- _.: ·: . . . 

• • ' • • • • • •, t • • • • • : • • f t • ~ • • • •, ·•, • I :• .•, . •. • .. • • •• • e •. •• I 1• • • • . • • , ; • , •= ~ 
• . • • . • • : • - ·• • ! . • • • ., ,· , . / I.- .• ·. •' .• : • • • -: ·• - • • ' •• .. • • •• ••• ,, • • ·• 

- .. _~~ - - _ . __ .. .- ·. · · ·. ·· .. : : _- _'. ·· '. . · . _·_. -~a ·:a7it•i'"\ t!t' ' ,:~ ·. _- ·__ ;.-: :_·>. __··· ; ·_... . ...·· ~ . ..J .•.. ' .- :· : : -.".- .... · -.- . - · 
- --- - · · - - · - - - - -- ----·•-.--... ~ ·•·· ... · . . 
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The extreme tightness of U. ~. rice ava'nabilities, despite a record . 
crop, and the gro,ving shodage of rice.in Southeast Asia to meet the ,vorld 

. 

demand indicc3:te need for reconsideration of existing restraints on. U ~ S. · 
rice acreage alio-~ations for the future. ·This questjon will be addressed by

• 
the Department of Agriculture, Stat~, Budget Bureau and A. I. D. in t_he near •.. 
futur\? looking toward budget decisions ,..affecting the 1968-69 crop y~ar. · · 

.·. , . 
• • t 

We may n~ed to return to you -later concerning th~ $7 million or our 
1967 commitm•~nt which will retn~in to be met beyond thi~ 100, 000 tons of· 
rice: This will have to be ·put together thr(?ug~_som~ combination or non- · 
grain PL 480 and A. I. D. loa.rs. But you n·eed not make that decision now• . 

. . . 

RECOMMENDATION .. . . • 
·:.-. · :..: 

i .. rhat you approve a priority claim or Indonesia r~r 100; 000 tons. or . ; 
· ·· .._-..._: .-.. the PL 480 rice program, on the terms proposed above. subject to thel 

I 

i. _· development or nn agricultural self-h~lp commitment by tho Indonesians 
1"l · . ,·. '. · ·. :; _satisfactory to Sccret:1;ry Freeman ~~d_Atnini~tr jr Gaud~ . , 
r' . .. ... .H·----~ ·" / t:I : l. ... ;.ii :-:-· .:....■ /.iC_ ~ -::f.~◊~---- ,(kf/[i_ //',~ _ ✓H,?~.!:::h--

. Administrator Secretary 
Agency !or Ipternational Development Department of Agr~culture. · 

':' , ·,· · . 

.. .-
.. ... . . _ . : ··. . 

· - : ·· . :· · ... 
·•· _._; ...··· . - :·· ·· , 

. .Approv~:____•________ 
.. : ..· .. 

. ... .. 

.... . . 

j . . . . 
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i. 
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EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 

MEMORANDUM FOR THE PRESIDENT 

Subject: P. L. 480 Programs for Morocco, Tunisia, an 

Attached are three memoranda from Orville Freeman and Bill Gaud request­
ing your authorization to negotiate three amendments to P, L, 480 pro­
grams signed earlier this year. 

- Morocco -- $23.4 million worth of wheat 
and cotton. · 

(300,000 tons) 

- Tunisia -- $21.9 - $26.6 million worth of wheat 
(150-210,000 tons), corn, vegetable oil, and cotton. 

- Ghana~- $2.3 million worth of cotton, tallow, and tobacco. 

These agreements would include a total of up to 510,000 tons of wheat, 
45,900 bales of cotton, and 35,000 tons of vegetable oil. In every case, 
the credit terms would be the same as those in the earlier agreements. 
Similarly, since these agreements were all signed within the last six 
months, no new self-help conditions are proposed for these amendments. 

Morocco 

An agreement providing $11.5 million worth of wheat to Morocco for the 
second half of FY 1967 was signed last April, bringing the total for 
the year to about $25 million. At that time, you made a finding required 
by the "Findley-Belcher" amendment to P. L. 480 because Morocco had 
some trade with Cuba. Since the finding was limited to sales agreements 
signed in FY 1967, you must sign another such waiver if you approve this 
proposed 1968 program. A new waiver will also enable us to sign an · 
agreement for about $2 million worth of tallow, which you approved in 
May, but which was not ready for signature by the end of FY 1967. 

AID is considering an agricultural sector loan of $10-$15 million to 
Morocco. 

Tunisia 

In March, we signed a P. L. 480 agreement providing $13.8 million worth 
of wheat, barley, and vegetable oil to Tunisia for the second half of 
FY 1967, bringing the total for the year to $27 million. The amount of 

J 
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food grains to be included in this amendment have not been determined pre­
cisely, but it is likely to include about 180,000 tons of wheat, putting the 
total value of this amendment at about $25 million. This proposed agreement 
is designed to cover Tunisia's needs for FY 1968. · 

AID is now planning to present for your approval later in the year a program 
loan of $10-$15 million for Tunisia. 

Ghana 

In the case of Ghana, we signed agreements in March and April to provide $7 
million worth of wheat flour, rice, cotton, tallow, and tobacco. Since then, 
small additional requirements for cotton, tallow, and tobacco during the 
rest of this calendar year have emerged and are proposed for negotiation now. 
the 1968 P. L. 480 program for Ghana should be forthcoming for your considera­
tion within the next few months. This will be closely related to our program 
assistance, now estimated by AID at $15-$20 million in 1968. 

Reconunendation 

I reconnnend you authorize the Ghana proposal which is the tag end of our 
calendar year 1967 program. 

The P. L. 480 agreements for Morocco and Tunisia represent the lion's share 
of our total economic aid to those countries. They are therefore central to · 
our development strategy, our dollar aid levels, and our leverage in bargain­
ing for self-help measures. Under normal circumstances, I would prefer to 
delay negotiation of these 1968 P. L. 480 programs until we are ready to move 
ahead on 1968 dollar aid. This would be consistent with your desire to 
obtain the maximum leverage for self-help conditions and to treat P. L. 480 
like regular dollar aid. 

However, this might well mean a delay of several months in negotiation and 
shipments, and USDA is anxious to move all of the commodities involved. In 
the light of the domestic agriculture situation, I have no objection to 
going ahead with these agreements now. 

Cbaries L. Schult~ 
Attachments Direct,_oi:.- ·· 

Approve package -------
Approve only: Morocco ---

Tunisia ---
Ghana ----

Disapprove ------·---

-==-'!9NFffitHTIAt 
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LI~UTED OFFICIAL USE 

MEMORANDUM FOR THE PRESIDEN.r 

Subject: Supplement to PL 480 sales agreement with Ghana 

We recommend that you authorize us to negotiate with the Government of Ghana 
a supplement to a PL 480 local currency sales agreement dated March 3, 1967 
and to an amendment dated April 6, 1967. The proposed supplement would add 
6,000 bales of cotton, 7,400 MT of inedible tallow and 350 MT of tobacco 
having a total value of $2.3 million, to be financed under local currency 
terms. Currency uses for the latter would be the same as for the agreements 
signed earlier this year, namely sixty-five percent for economic development 
loans, fifteen percent for Cooley loans and 20 percent for u. s. uses. The 
Department of State has endorsed this proposal. 

The cotton, tallow and tobacco proposed above will cover Ghana's requirements 
for these commodities for the balance of 1967 when added to commercial pur­
chases. The Harch sales agreement provided minimum quantities of the pro­
posed quantities to be imported commercially during calendar 1967 and no change 
in these requirements will be necessary for purposes of the proposed supple­
ment. 

In our memoranda of December 22, 1966 and March 2, 1967 (attached), in which 
we recommended the current sales agreement and amendment thereto, we outlined 
the u. s. interest in Ghana, the AID program there and Ghana's self-help 
~£forts to improve that country's agriculture. That background information 
is still applicable. 

Recommendation: That you authorize us to begin negotiations with Ghana to 
supplement the sales agreement of ~I.arch 3, 1967, as amended April 6, 1967, 
to supply $2.3 million worth of inedible tallow/ tobacco and cotton. ,·..,~_ £ / 1957/ /1/) ~ srp ·1-i 

I l / / !.f_ ,f ·7~~~-> 
'-\( . I , _,,,.lidL-:.... t;(,J

Administrator ·--- Secretary 
Agency for International Development Department of Agriculture 

Approve: ________________ 

Disapprove: ________________ 

LIMITED OFFICIAL USE 
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The President December 22_, 1966 

DECLASSIFIED -
E.O. 12356, Sec. 3.4

J~~~ ....,,__._ _ 
P.L. 48o Comm~dities for ·Ghana 

We recommend that you authorize us to proceed with negotiations with 
the Government of Ghana .to amend the P.L. 48o sales agreement for the 
remainder of FY 1967. The proposed amendment provides 500 M.T. of 
tobacco, 4,550 tons of tallow, 2,000 tons of cotton, 10;000 tons of 
wheat flour and 10,000 tons of rice with . a total value of $5.9 million 
for delivery during the period January to· June, 1967. Sixty-five · 
percent of .the local currency proceeds · are intended for devel'opment · 
loans, 15 percent for Cooley loans, and 20 percent .for USG use. The 

• _proposal has the endorsement of the Department of State. 

Ghana's Requirements for Agricultural Cormnodities. The Ghana economy 
is in a critical condition due to the general disruption of the economy 
during the Nkrumah regime which has resulted in a severe deficit in its 
balance of payments, near exhaustion·of its foreign exchange reserves, 
and the necessity to cut back heavily in public expenditures with the 
concomitant effect of increased unemployment. General Ankrah described 
these current economic difficul~ies in his letter to you of August 24. 
Recently the IMF and IBRD made recommendations to the Gover~.Jnent of 
Ghan~ with respect to measures that must be taken to get the country 
back on its feet as rapidly as possible. The Ghana Government is follow~ 
ing th~ recommendations closely. Assistance -in meeting essential import 
~equirements is a key part of IMF/IBRD recommendations. This program is . 
designed to provide essential food and agricultural raw -materials until 
such time as Ghana can restore and expand its own production and finance 
its import needs on a commercial basis. The provision of tallow, cotton 
a~d tobacco will enable sever~l manufacturing enterprises to re-establish 
production and absorb many of the unemployed. · 

Ghana has been traditionally an importer of foodstuf'fs, despite the 
large proportion of its population engaged in agriculture. Imports of 
f'ood rose steadily in the 1950 1 s and reached a peak in 1961. Owing to 
a shortage of foreign exchange and incr~ased deficits in the balance 
of payments, rigorous restrictions were applied to the importation of 
food and other agricul.tural commodities. As a consequence, the level 
of imports of such commodities has fallen in 1966 to about half that in 
1961. These restrictions have contributed to serious food shortages 
and to sharp increases in food prices. 

To help alleviate this need for food and provide essential raw materials 
for local manufacturing, the Ghana Government requested for CY 1967 about 
$20 million in agricul.tural commodities. It is proposed to limit the • 
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authorization to a six months' requirement with a review of Ghana's needs 
· for the balance of 1967 to be initiated next spring. It is expected that 
the Canadian Government wil! again provide 16,000-18,000 tons wheat flour. 
Other potential donors have been approached. The Ghana Government has 
requested that shipments under the authorization begin in January to main­
tain the flow of essential foods and permit the government to allocate 
its foreign exchange to· other priority imports in support of its stabili­
zation program • .An amendment to the present agreement _must be made very 
soon to permit shipments within the needed delivery periods. 

Ghana's Self-Help Efforts. The new Government has dropped the 1964-70 
plan prepared under Nkru.~ah and is in the process of preparing a new 
_development program. In his 1966-67 Budget Speech, General Ankrah states 
'_'The shortages of local foodstuffs • • ~ _can only be removed if we succeed 
in implementing a sound agricultural policy• . The National Liberation 
Council would like to divert ·more resources into the agricultural industry. 
But this will be done only if there are worthwhile .agricultural projects 
and programmes. We rely on the Agricultural Committee as well as our ex­
perts·in the Ministry of Agriculture and the Research organizations ~o 
help us formulate and implement realistic policies which will lead to rapid 
increases in the supply of food and other types of agricultural produce." 
The Government has asked the assistance of the IBRD, FAO and AID in develop­
ing a new program. This work is now underway. In general, it calls for 
a shift in emphasis from state farms to private farms and greate::r- emphasis 
on fertilization, use of insecticides, seed multiplication, farm-to-market 
roads, produce transport, agricultural training and credit. The re­
organization of agricultural extension services is proceeding and sp~cial 
measures are being taken to transfer unemployed workers now in urban areas 
back to farming. The Ministry of Agriculture is giving priority con­
sideration to the promotion of four or five foo~ crops in each region as 
appropriate~ environmental conditions • 

U.S. Interest and AID Program. U.S. assistance to Ghana is given in 
support of the re-establishment of a viable economy and a democratic 
political system in that country. A. I.D. has given first priority to its · 
agricultural program in Ghana and is supporting projects in agricultural 
extension, credit, education and water resource development. It is 
assisting the Ghana Government in planning its feeder road progr~m. 
Of' the local currency generated from the agreement, it is planned that 
the equivalent of $585,000 will be loaned to investors through the 
!lational Investment Bank for various manufacturing enterprises including 
the processing of agricultural produce. · · 

Recommendation: That you authorize us to begin negotiations with Ghana 
for a P.L. 460 sales agreement for the ·remainder of FY 1967. 

In negotiations, we plan to seek assurances that the Government of Ghana 
will 1). give first priority to agricultural development in its develop­
ment planning through the increased allocation of funds and rigorous 
direction of new programs, 2). press ahead as rapidly as possible with 

--CONFIDINTll\L 
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its feeder road program giving first attention to those areas showing 
best prospects for increasing the flow of food products into urban mar­
kets, 3). apply a substantial portion of the local currencies generated 
by this amendment to self-help food production projects, and 4). _provide 
at the time of the next budget presentation information on the Govern-
ment's policy and program for increasing food production. -

Approved: 

Di~approved_:_________ 
\ 

Orville L. Freeman 

Administrator _ -· Secretary 
Agency for International Develop~ent . Department of Agriculture 

i. 

USDA/AID:AMatthews:csj :AFR/CA (types F~S-PDD:COWinbe~g:hp) 
( 

cc: J. A. Schnitt..'ker, D. Jacobson, C. R. Eskildsen, SEC 
T. E. Street, FAS Export Programs, Room 5074-s 
R. Gibb, C. O. Winberg, FAS-PDD, Room 5609-s -

CO~iFIDENTIAL--

.. . ·• 
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cc: J. A. Sclmitt.~er, Sec. R~ Gibb I FAS-PDD 
D. Jacobson, Sec. S. W. Pb.illi:9s, FAS-PDD 

-: 

C. P.. E-dkildso.n., ~c. F. Jack I FAS-GS:·1 
~. E. Street. FAS E:-:port Prograns 
L. R. Brown1 tADS John R. Beasley, IADS 
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DEPARTMENT OF STATE 

Washlngton,,D.C. 20520 

15801 
September 13, 1967 

-CONFIDBH'fIAL • 

MEMORANDUM FOR THE PRESIDENT 

Subject: New Presidential Finding that Morocco is 
a Friendly Country for Concessional Sales 
Under Public Law 480, As Amended 

Reconnnendation: 

I recommend that you again make the finding that it is 
in the national interest to make concessional sales to Morocco 
under Section 103(d)(3) of Public Law 480, as amended by 
Public Law 89-808. Under Section 103(d)(3) you must inform 
the Senate and the House of Representatives of your finding 

·and the reasons therefor which also must be published in the 
Federal Register. On February 27, 1967, you originally made 
a · finding that Morocco was a friendly country under this 
section, ,the text of which was published in the Federal 
Register, Volume 32, Number 50, March 15, 1967. The present 
finding must also be published in the Federal Register and 
will cover Public Law 480 sales agreements in the future unless 
there is a change in the performance of Morocco under the terms 
of Section 103(d)(3). 

Approve____Disapprove_____ 

...,80HFiDEN'filtt . .J DE~IFIED
Group 3 

E.O. 12 56 Sec. 3.4Downgraded at 12 year 
intervals; not auto­ z:1-'l'Imatically declassified By~~--
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Discussion: 

During Fiscal Year 1967, Morocco suffered a substantial 
shortfall in grain production as a result of a drought, which 
was partially met by a Public Law 480 sales program. You 
will recall that at the time of King Hassan's visit to you 
last February, there was still unresolved the question of 
Moroccan connnitments to eliminate the exports to Cuba which 
were prohibited under Section 103(d)(3) of Public Law 480, 
as amended (Findley-Belcher Amendment). King Hassan gave 
satisfactory assurances during his visit that these exports 
would be stopped and that other exports to Cuba would be 
reduced. As a result of these assurances, a sales agreement 
for 168,000 Metric Tons of wheat was signed with Morocco on 
April 20, 1967, making a total of 335,000 Metric Tons of 
wheat supplied during Fiscal Year 1967. 

The Moroccan grain crop this year is an improvement over 
last yearh. However, there is still a substantial shortfall 
which will have to be partially filled by Public Law 480 sales. 
It is estimated that Morocco will require wheat imports of 
700,000 Metric Tons to meet its basic needs. We are programm­
ing 300,000 Metric Tons under Public Law 480 sales for this 
Fiscal Year and have also made available a Connnercial Credit 

· Corporation credit of $14.7 million with three year payment 
terms (payable in three equal twelve monthly installments) 
for the remaining urgent wheat and barley requirements. In 
addition, we are including in this sales agreement 30,400 bales 
of cotton, and 12,000 Metric Tons of tallow which meet part 
of Morocco's import needs. 

In 1965, Morocco's non-strategic agricultural type exports 
to Cuba were valued at about $7 million and in 1966 at about 
$6 million. For 1967, it is estimated that such exports will 
fall to $5 million. For the first time in recent years 
following discussion with us, the Moroccan Government has 
taken action to reduce its reliance on Cuban sugar. A contract 
for the purchase of 160,000 tons of sugar was signed with the 
United States suppliers who were expected to procure most of 
the sugar from Brazilian sources. It may be anticipated that 
there will be a gradual reduction in Moroccan exports to Cuba 
over the immediate future. 

CONFif)f!lffIAL 
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As for the items exported to Cuba for which no Presidential 
exception ·is possible under the legislation, this trade amounted 
to $941,000 in 1965 and about the same amount in 1966. For 
the first five months of 1967, these exports were about $340,000 
of which $103,000 took place after the Moroccan Government had 
given assurances on the termination of this trade. The items 
exported were cardboard paper, refractory brick, and asbestos 
cement pipe. There was no trade with North Vietnam except 
for $3,700 of automobile radiators in the first quarter of 1967. 
Since both the $103,000 of Cuban trade and the $3,700 North 
Vietnam _trade were private, not governmental, the statutory 
prohibitions on negotiating Public Law 480 agreements with 
nations that sell to North Vietnam or Cuba would not apply. 
Although the General Accounting Office takes the position that 
the statute does not make this distinction between private 
and government trading in the case of Yugoslavia, the Justice 
Department has ruled otherwise. 

In addition, these items escaped the control system set 
up by the Moroccan Government. Minister of Foreign Affairs 
Laraki.has informed our Ambassador that King Hassan on 
August 21 issued a letter of instruction to all pertinent 
ministries ordering a cessation of all exports to North Vietnam 
as well as the prohibited items to Cuba. Minister Laraki said 
that any violation in the future would, therefore, be deemed 
~o be a violation of the King's own order. Prime Minister 
Benhima has confirmed these statements of the Foreign Minister. 
Our Ambassador in Morocco believes that the. Moroccan Government 
is fully connnitted to terminating this trade and that this 

should prove adequate to mee~~:~:kr 

Enclosures: 

f. New Presidential Finding Under Section 103{d){3) of 
the Agricultural Trade Development and Assistance 
Act of 1954, as amended. 

2. Draft Statement of Reasons that Public Law 480 Sales 
to Morocco are in National Interest. 

--CONFIDENr IAL 
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PRESIDENTIAL FINDING 

IDR0CC0--Finding that Sales Agreements are in the 
National Interest 

In accordance with Section 103{d){3) of the Agricultural 
Trade Development and Assistance Act of 1954, as amended, I 
have again reviewed the status of Morocco for purposes of sales 
of agricultural commodities under Title I of that Act. 

As a result of that review, and as required by 
Section 103{d){3) of the Act, I hereby find that the making 
of sales agreements with Morocco under Title I of the Act 
is in the national interest of the United States. This 
finding applies to such agreements with Morocco which may 
be entered into t he future as long as the existing conditions 
prevail. The reasons for this finding are set forth in the 
accompanying statement, which shall be made available to the 
Senate and House of Representatives and published in the 
Federal Register together with this fi~ding. The previous 
finding for Morocco was published in the Federal Register, 
Volume 32, Number 50 of March 15, 1967 and a sales program 
was signed with Morocco on April 20, 1967. 

-COMFll>EN'fIAL 
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STATEMENT OF REASONS THAT PUBLIC LAW 480 SALES TO MOROCCO ARE 
IN NATIONAL INTEREST 

The United States and Morocco -have enjoyed cordial relations 
since the United States obtiined its independence. The strategic 
importance of these cordial relations is evident from Morocco's 
geographical position at the entrance to the Mediterranean. and 
its proximity to the United States along the Atlantic. Since 
Moroccan independence its government has been stable and moderate, 
exercising a positive influence with other .non-aligned African 
nations and in the Arab world, the Organization of African Unity 
and the United Nations. It is our policy to support this 
government which is developing Moroccan economic resources. These 
resources will be devoted to attaining higher standards of 
living, broader educational opportunities and improved health 
facilities in order for the Moroccan people to achieve a fuller 
participation in the benefits of modernization. 

In both 1966 and 1967, Morocco experienced severe droughts 
with serious effects on foodgrain production and with consequent 
effects on the whole Moroccan economy and on the level of 
national income. In Fiscal Year 1968, estimated Moroccan wheat 
import requirements will amount to at least 700,000 Metric Tons 
and this the second successive year of high import needs will 
place a heavy burden on foreign exchange reserves. Despite 
Morocco's , increasing and strenu~us efforts to augment foodgrain 
production, the country faces the need for large commercial 
purchases from abroad, including the United States. 

To alleviate the burden created by this exceptional situation, 
the Unit~d States is programming 300,000 Metric Tons of wheat 
for delivery during Fiscal Year 1968 under the sales provisions 
of Public Law 480, as amended. In an effort to assist Morocco 
to meet her needs for other agricultural products, the United 
States is also programming 30,400 bales of cotto~ and 12,000 
Metric Tons of tallow under Title I of Public Law 480, as amended. 

OONF IDENI!Afr 
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In 1965, Morocco exported to Cuba non-strategic foodstuffs, 
agricultura·1 products and raw materials for agriculture valued 
at about $7 million. In 1966, these exports amounted to about 
$6 million. Morocco has been heavily dependent on Cuban sugar 
and has paid for this sugar under barter terms. Morocco has, 
however, been making efforts to reduce its dependence on Cuban 
sugar and to seek other markets for exports which have been sent 
to Cuba in payment for the sugar. In 1967, the Moroccan Govern­
ment entered into a contract with American firms to purchase 
160,000 tons of Western Hemisphere (free world) sugar. Exports 
of the nop-strategic items in question, for which the President 
may make an exception if he finds it in the national interest, 
declined appreciably during the first part of 1967 and available 
statistics indicate that during the first five months of the 
year such exports took place at an annual rate of less than 
$5 million. 

In 1965, private Moroccan exports to Cuba were $941,000 
including footwear, leather, leather manufactures, refractory 
brick, asbestos cement pipe, buttons and plastic containers. 
The amount and type of such exports was approximately the same 
in 1966. For the first five months of 1967, about $340,000 of 
the above type of items were exported to Cuba. About $103,000 
pf this amount was exported after the Moroccan Government had 
indicated it was terminating such trade. In addition, early 
in 1967, private exporters sent about $3,700 of automobile 
radiators to North Vietnam. These exports escaped the Moroccan 
controls. ' Moroccan officials have been firmly instructed by 
their highest authorities to make sure that such transactions 
do not occur in the future. 

CONFil>EN'rIAL 

·,; 


	588989-nsf-memos-b22-2-f05_Page_01
	588989-nsf-memos-b22-2-f05_Page_02
	588989-nsf-memos-b22-2-f05_Page_03
	588989-nsf-memos-b22-2-f05_Page_04
	588989-nsf-memos-b22-2-f05_Page_05
	588989-nsf-memos-b22-2-f05_Page_06
	588989-nsf-memos-b22-2-f05_Page_07
	588989-nsf-memos-b22-2-f05_Page_08
	588989-nsf-memos-b22-2-f05_Page_09
	588989-nsf-memos-b22-2-f05_Page_10
	588989-nsf-memos-b22-2-f05_Page_11
	588989-nsf-memos-b22-2-f05_Page_12
	588989-nsf-memos-b22-2-f05_Page_13
	588989-nsf-memos-b22-2-f05_Page_14
	588989-nsf-memos-b22-2-f05_Page_15
	588989-nsf-memos-b22-2-f05_Page_16
	588989-nsf-memos-b22-2-f05_Page_17
	588989-nsf-memos-b22-2-f05_Page_18
	588989-nsf-memos-b22-2-f05_Page_19
	588989-nsf-memos-b22-2-f05_Page_20
	588989-nsf-memos-b22-2-f05_Page_21
	588989-nsf-memos-b22-2-f05_Page_22
	588989-nsf-memos-b22-2-f05_Page_23
	588989-nsf-memos-b22-2-f05_Page_24
	588989-nsf-memos-b22-2-f05_Page_25
	588989-nsf-memos-b22-2-f05_Page_26
	588989-nsf-memos-b22-2-f05_Page_27
	588989-nsf-memos-b22-2-f05_Page_28
	588989-nsf-memos-b22-2-f05_Page_29
	588989-nsf-memos-b22-2-f05_Page_30
	588989-nsf-memos-b22-2-f05_Page_31
	588989-nsf-memos-b22-2-f05_Page_32
	588989-nsf-memos-b22-2-f05_Page_33
	588989-nsf-memos-b22-2-f05_Page_34
	588989-nsf-memos-b22-2-f05_Page_35
	588989-nsf-memos-b22-2-f05_Page_36
	588989-nsf-memos-b22-2-f05_Page_37
	588989-nsf-memos-b22-2-f05_Page_38
	588989-nsf-memos-b22-2-f05_Page_39
	588989-nsf-memos-b22-2-f05_Page_40
	588989-nsf-memos-b22-2-f05_Page_41
	588989-nsf-memos-b22-2-f05_Page_42
	588989-nsf-memos-b22-2-f05_Page_43
	588989-nsf-memos-b22-2-f05_Page_44
	588989-nsf-memos-b22-2-f05_Page_45
	588989-nsf-memos-b22-2-f05_Page_46
	588989-nsf-memos-b22-2-f05_Page_47
	588989-nsf-memos-b22-2-f05_Page_48
	588989-nsf-memos-b22-2-f05_Page_49
	588989-nsf-memos-b22-2-f05_Page_50
	588989-nsf-memos-b22-2-f05_Page_51
	588989-nsf-memos-b22-2-f05_Page_52
	588989-nsf-memos-b22-2-f05_Page_53
	588989-nsf-memos-b22-2-f05_Page_54
	588989-nsf-memos-b22-2-f05_Page_55
	588989-nsf-memos-b22-2-f05_Page_56
	588989-nsf-memos-b22-2-f05_Page_57
	588989-nsf-memos-b22-2-f05_Page_58
	588989-nsf-memos-b22-2-f05_Page_59
	588989-nsf-memos-b22-2-f05_Page_60
	588989-nsf-memos-b22-2-f05_Page_61
	588989-nsf-memos-b22-2-f05_Page_62
	588989-nsf-memos-b22-2-f05_Page_63
	588989-nsf-memos-b22-2-f05_Page_64
	588989-nsf-memos-b22-2-f05_Page_65
	588989-nsf-memos-b22-2-f05_Page_66
	588989-nsf-memos-b22-2-f05_Page_67
	588989-nsf-memos-b22-2-f05_Page_68
	588989-nsf-memos-b22-2-f05_Page_69
	588989-nsf-memos-b22-2-f05_Page_70
	588989-nsf-memos-b22-2-f05_Page_71
	588989-nsf-memos-b22-2-f05_Page_72
	588989-nsf-memos-b22-2-f05_Page_73
	588989-nsf-memos-b22-2-f05_Page_74
	588989-nsf-memos-b22-2-f05_Page_75
	588989-nsf-memos-b22-2-f05_Page_76
	588989-nsf-memos-b22-2-f05_Page_77
	588989-nsf-memos-b22-2-f05_Page_78
	588989-nsf-memos-b22-2-f05_Page_79
	588989-nsf-memos-b22-2-f05_Page_80
	588989-nsf-memos-b22-2-f05_Page_81
	588989-nsf-memos-b22-2-f05_Page_82
	588989-nsf-memos-b22-2-f05_Page_83
	588989-nsf-memos-b22-2-f05_Page_84
	588989-nsf-memos-b22-2-f05_Page_85
	588989-nsf-memos-b22-2-f05_Page_86
	588989-nsf-memos-b22-2-f05_Page_87
	588989-nsf-memos-b22-2-f05_Page_88
	588989-nsf-memos-b22-2-f05_Page_89

