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Decernber 19, 1967SECflfT • 

MEMORANDUM FOR THE PRESIDENT 

SUBJ.ECT: Reply to Shah'• Letter 

The Shah wrote you describing hi• military and economic development 
programs for the five years beginnin& next March. 

In short, he ticka off hie own economic plane and hopes for U. S. private 
investment much as he outlined them to you in Au111at. He also urges 
you to lean on our oil companies to increase their liftings from Iran --
a perennial reqlle at. 

The main surprise is the size of hia military program - - $800 million. 
We think that muat be a bargaining figure. 

He wants to know what he can count on from ua. All we can say is that 
we are soing ahead with the third and fourth Uic•• ($50 million each' under 
our amended 1964 agreement and beyond that will do all we can but have 
to see what Congress doee. 

We've consistently tried to keep the brakes on his military spendi~g. but 
that's increasingly hard to do with his oil revenues rising as they are. 

We've tried to strike a balance in the attached-reply between the responsive­
ness I believe you would want and the limitations imposed by uncertainty 
over what Congress will allow. Our best leverage now is to ride along 
with him and inject a word of caution where we can. 

Attached is a letter for your signature, if you approve. 

W. W. Roatow 

For Reference: In 1964, we signed a $ZOO million aareernent to cover 
5 years, FY 1965 through FY 1969. It also provided that grant aid would 
end in FY 1969. In 1966, we a.mended that agreement to add another $ZOO 
million in sales in four $50 Inillion alicea throu1h FY 1970 -- Sept~rnber 
1966, June 1967, June 1968 and June 1969. The last two are those referred 
to in the attached reply. The Shah hasn't yet defined his new program 
precisely enough for us to know how it would be related to the present 
program. 
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By~, NARA, Date 

Your Im erlal M•J••ty: 

I have now at\ldied carefully your lmport&at letter of November 1 S 
nd want to 1ive you the more detailed roply which I promieod 

la my saote of November 3 • 

1:lrat let me eay that yo11r vlelt here waa one of the brl1h.t •pot• 
of the year for me. I warmly appreciate the prlvil•I• of talk­
ia1 to a leader .tlo abar•• our riowe alld approacll to tho 
proW.om• of the world aad wbo W1derataad• the heavy burden• 
wblcla tho•• problem• place ,apoa Olia colUStry. 

I alao appreciate the cordial reception you 1ave on November Z 
to Govoraor Harrlm.a• .-ho haa reported to me on hi• valu bl• 
talk with you. I &m pad •• can maiatain our conUnuiq oscb.aas• 
of thoua)lta tbl'OGP, talk• llko that •• well aa by letter. 

What J0\1 tell me of your new flve-year dovolopmeat pro1ram 
ls indeed 1004! newa. Tllo paco of Iran'• devolopmeat arou••• 
deep admlrat1oa •••rywlaero. 

1 am eapeclally heartened that ecoaomic devolopmeat will con-
tlat1e Iran'• major 1oal. e have worked clotely witll you ln 
thla fielcl. Now with tbe clo•laa of ou.r ald rm•aioa in lraa we 
look forward to a differeat, but • ually productive, kind of 
ecoaomlc cooperatioa between our two couatrl••• • hope tlli• 
will include inc:reaeet partlclpatio• by private Amodc&D firm• 
lA Iran•• de.,.lopmeat. •• you au11••t, and •• will do wlaat • 
ca.n to ••pport morlean lnveatmeot there. 

I a.m alao 1lad that pla-1111 la movill1 ahead on tbe water 
re1ource• atu.dy on which we •1reecl in prluiplo wllea you ••r• 
here. l laopo thi• will become another important aapect of our 
c:oatiauiq ecoDOm.le cooperaUoa. Our team can 10 to lraa •• 
soon •• we receive the prollmiaary data your authorlti•• will 
provide and we can complete the Memorandum of Uadoratandlq 
now la Tehran for at.dy. 

https://ecoDOm.le


la Yi..., of lb. laport&M• of die r•••ao•• fr..a uaa• • petro• 
1•11111r••oarc•• te tla• de•elopaMM of your c...trf, lt 1• 
uwral tut J011 alMMlld ••• the raa.wtmum la eaporta of oil 
from llaa. I Imo• tllat tile Amerlcaa .U CNllpaal••• f•r dlelr 
part, take ta.eh e.-mltm..t• &e tlae 0.•erameat of l&-n 
••rlo•■ lJ. Wlule die ,.uc1ea el tla• oil eompaat•• are ao~ 
witllout •ome lbaltatloa• 4ed¥lq from Coallllel'Cl&l factor•• 
l ••" avery rea■oa to 1Mtl1••• tut a., de•lr• to •••.are dlat 
lraa will recel" •• fa•oi,aW• tr••taMt• •• pea•Uale. l waa 
pl .. •■4 to aot■ baa'• _..ta••••• 20 penellt lacr•••• la cncle 
prod~tto• ta 1961 onr 196'. 

A• added 41vl414111&1.oftlala )l..ullJ p&l'tllerelup le lt• HCO\ll'&I•• 
meat of la..-eatmellt ill otl.er flelu aub •• petrocllMlllcala. 1 
upe that thi• milt.ally b■ aellelal r•latlouldp betweea lraa 
alMI the compe•l•• .W coatlaoe to fto•ri ■II. 

1 ala• waat to coatiau our clo■• retatt.a.lalp wida lraa la die 
mlllaary lleld. W • are reMly to Nil• 41ac•••1oa• oa tile tllbd 
$50 millloa cr..Ut trudle _._., tll• am.ad•cl 196• Memor&IMhun 
of U ... r■t.Nt.,. W • uatead to •••k at tile appropriate tlme 
tile uc••••r1 a•dw>ritJ&ad fuda bom tla• eo.,r••• fer tile 
fo11rtla $50 mUlloa c r•cllt traaclle. W• caaaot. of co•r••• 
predict Coacr•••ioaal ffacUoa to 01ar worldwide credit ••l•• 
,. ...... at till• time. 

'Wttll r•1••• to th• ,._,. •• yo11 may lie .,u• that tbe Uat&ed 
State• coatiaM• to reaa,d lt• mllltary .reiatt ... ~tp •ida lraa 
•• ma&\lally baportaat. Ju l to141yoa wllea yeu ••r•ure, .,,. 
will c••tS.twe to 4o .. ., be•t to be ._lpllll. But it i • etlll toe 
early for m. to ••Y ufiaitiftly -.bat we caa do Nyoad what l• 
co••r•d ba Mr •al•tiaa air••---•• 

We ... c1, tlret, to Iulo• more •pecifically what ,our •q•ipa:aellt 
aad credit Neda from u, will N. 1 laave ll•&rd from Amb&•• 
••clor M•J•r of Illa net C.a•ral JaWoaeky'• cliecaeaioa• witll 
Jft aad ro-r military allthorHl••• u• l •1111••t tllat tllo•• 
dlec•• ■ loa. coat!••~ I .. JM that ._. ..tll 'be able to aetlet JO• 
la ••••••la& rqulpmeat aeed• aad ia rechaclq their coete.,oar 
We laa•• alr•••Y NI .. .xplorla1 JHI' cre1flt •••cl• la a pre­
limtu~y ,,ay witb OoYenor Samii of , .. , Ceatral Baak. 
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_,_ 

In the llpt ol Co .. r•••ioD&l vi•••• we will alao bve to cOA•lcler 
earehlly with 10'1 tile lmpUcatloa• of the •ub•taatlal military 
••pelMlitero• you project. You are, of cour••• th• be•t J,&•1• 
ol what Ira•'• ••culty r qotroe, a.ad I kaow yo11r determinatioa 
that •••ry rial diverted from ecoaom.lc. &Ad •ocial UYOlopmeat 
to military espeadit.roa be apeD.t ill ll'a.D. '• national latereat•. 
However, my deep lntereet in th• aucc••• of Your MaJe•ty•• 
do11olop1Mat pro1ram prompt• aorno concera about tk• contem­
plate4 nH of your military pn1ram aa mentioned in yo.r 
letter ud to Go•enaor Harrlmaa, aad we will wtah to cll•c••• 
th1• cone ern with yo\l. 

It remahut • Your MaJeaty, a •ourco of 1roat ••ttafactioa to me 
to note the oxempl• which Irani• aettta1 le the Middle Eaat 
tlar0\1111it• economic and •oc:ial pro1r••• aad It• c:onet.racti•• 
poaWoa ill iatenaatloaal affair•. YO\lr atato•maa•lllp la th• 
Arab-Iaraeli criai• aa4 yoar current effort• to atr•acti' .. yo,ir 
Uea witll tile moderate Arab natloaa, •• •vl-ncecl by your 
fonllcomlas tdp to Sav.cll Arallrla •. proYldo raya of llope aad 
eMoura1emeat la a trO\lblecl area. American• •• rywllero are 
prcNCI to Ila•• 1• &Ddyour eoumry aa our frleade. 

Mr•• Joluaaoa a.ad l woulcl al ■o llke to ta.Ito tbia opponv.alty to 
•--• JG11aacl the Empr••• our warm 1ood wt.all••• 

Siacorely, 

(s/ L df' 

His Imperial Majeaty 
Mohammad Reza Shah Pahlavi 
Shahanabah of Iran 
Tehran 

LBJ:HS:feg 
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ACTION 

rCJ21:1i11') r 

Mr. Pre•ldeat: 

Herewith Wll•oa ral••• tha q,aeatloa of whether ,. .. woald M 
pnpar .. to 1t11d1etf•r a •llort coaYer■ atloa with llbn after the Hnlc:e 
oa Friday la M.elho11rae. 

A• ,... will aete from Buaker'• lateet. W•HJ want• •• la •ome time 
IMhr••• 10:00 a. m. alld 3:00 p. m. I lloa't ha•• a achectale of tlmea aad 
dlataace• la from GI me. blat that snay re41atre that -. lea•• A11■tralla late 
oa Friday 11111•••we 10 to tbe alrfleld la ThallaDcl a.-1 •pead the at1ht &ad 
back track OA Satu>4ay to Vietnam. 

Ia aay caae. we ahollld 1•t off a tele1ram. to Wllaoa thl• DWJ'IWII,aad, 
la tiae clrc11m.•taac••• I WCNld k lacliaed to recommead that ,... find aa 
occa•loa after the ••nke la Meibor .. for a •hort talk. 

W. W. B.o■tow 

Wllaoa talk la Melboarae Friday appr..-.4 

DtaapprOYei ___ _ 

S..me 

WWRoatow:rla D2CtASSIFfED 
White House Guir.laHnes, FtJb. 24, 1983 
By ~ , NARA, Dat6 VJ- I S.,'l/ 
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MEMORANDUM 

THE WHITE HOUSE 

WASHIMOTON 

~ECB FiX/SENSITIVE 
Monday, December 18, 1967 

D~IFDID
MEMORANDUM FOR THE PRESIDENT 

Authority~ /-r'/-7J'·A/s c~-,;7710
1 

SUBJECT: Balance of Payments Program By4#~, NARA.Dace/-3-P~ 

At Tab A is Secretary Fowler's memo recommending an action program 
for the balance of payments. It was completed today and is now being staffed 
out. Our objective is to get the Cabinet Committee recommm dations to you 
within a week. 

The following elements of the program have been worked out and are 
not likely to be controversial: 

1.. Export expansion measures through: 

improved financing facilities through the Ex-Im Bank. (This 
will require earmarking $500 million of Ex-Im' s new authorization / 
for an export expansion fund (which probably would have strong 
support in Congress) and~ more liberal Ex-Im policy on re­
dii;:otinting • export paper. (Linder will object) 

a bigger export promotion program (with a gradual increase in / 
the Commerce budget from $11 million this year to $50 million 
a year by 1973). 

✓setting up Joint Export Associations to help U.S. companies 
get into the export business. (no legislation) 

2. Reducing the foreign exchange cost of government programs through: 

squeezing more offsets on military expenditures; 

new techniques for tying aid and making sure that it does not / 
replace commercial exports. 

3. Promoting foreign investment in the United States. 

The controversial issues in Fowler's package are: 

1. Border tax adjustments. This means calculating the amount of 
indirect taxes manufacturers pay·and rebating it on exports and 

adding it as a levy on imports. Th 
e arnount being discussed rangea 

51!:CRE-T /SENSITIVE 
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from 2% to 4%. The ultimate trade effect would be significant if 
the other countries stood still for it. If they did not, we would be 
in a trade war. (Legislation required) 

2. Measures to reduce capital exports throufll tightening the 
voluntary programs on direct investments and on bank credit. 
A lot can be done here even without legislation, but it will be 
rough going with Tro·wbridge's clients. 

3. Increase repatriation of earnings through a temporary tax on 
vearnings retained abroad where they exceed 25% of the total 

earned abroad, (Legislation required) 

4. Reduce the travel deficit through a temporary tax on tourists to ·l 
expire December 31, 1969. (Legislation required) 

During the course of this week, we will set out for you how much we 
believe may be needed, how much each of these actions might bring in, the 
advantages and disadvantages of different mixes and what we may expect in 
the Congress. 

Secretary Fowler is setting up small task forces for each of the major 
questions. 

The Deming Group will look at the program as a whole and seek to put it 
in numbers. Fowler will ask you whether you have any objections to his showing 
his memo to you to the Deming Group. They will need it to do a proper job of 
assessment and will handle it with care. 

In line with your talk with Joe Califano, we will outline for you separately 
what could be accomplished thr-ough a program that did not require new 
legislation. 

~J~t-
w. W. Rostow 

~ t-. f~s~ d.~i: 
tdF,<E1d~ T t<nl/~o,«,' P1 rAif I<)',{;/~t()V aJ-e 
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ROUGHDRAFT 
December 18, 1967 

THE SECRETARY OF THE TREASURY 

WASHINGTON 

EYES ONLY FOR THE PRESIDENT AND MR. FRIED 

Dear Mr. President: 

As Chairman of the Cabinet Connnittee on the Balance 
of Payments, I enclose: AN ACTION PROGRAM FOR MAINTAINING 
THE STRENGTH OF THE UNITED STATES DOLLAR IN A STRONG FREE 
WORLDECONOMY. 

The paper describes in detail an American program -­
what we have done to date and what we propose to do, both 
over the short and long~, to bring our balance of payments 
into equilibrium and keep it there -- as a matter of highest 
and most compelling national priority. 

What we do must be compatible with the strength and 
stability of the U.S. economy because, in the final analysis, 
that is the strength of the dollar. 

What we do in this American program must also be related 
to our international responsibilities because without a 
strong dollar, a healthy, stable international monetary 
system is not possible. 

Moreover, this American program must involve cooperative 
actions by and with other nations. Without that cooperation, 
it is not possible to achieve U. s. payments equilibrium in 
a manner conducive in the long term to an increased flow of 
trade and capital and to viable and sturdy arrangements for 
the security and development of the Free World. Achievement 
of balance compatible-with these objectives will. require 
adjustments by America's trading partners and allies as 
well as the United States. 

f 

The steady and consistent practice of multilateral 
economic and financial cooperation is a basic element in a 
strong dollar and a strong and healthy international monetary 
system. 
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To secure the acceptance and execution of this program 
will require the understanding, support and participation of 
the entire Executive Branch, the Congress and the American 
people -- business, labor, financial and farm groups alike 
and also the governments and peoples of other nations with 
which this country is cooperating in a myriad of trading, 
financial, security and developmental relationships. 

It is the purpose of this report to give some measure 
of vital understanding of the Action Program and its importance 
at this point of time to the people of the United States and 
peoples everywhere. Given understanding, support of and 
participation in its achievement are sure to follow. 

The execution of the Balance of Payments Program 
announced in your Message to Congress on February 5, 1965, 
produced results. It resulted in 1965 and 1966 in the 
reduction in half of the pre-existing deficit from an 
average of $2.8 billion on a liquidity basis for the years 
1963 and 1964 to $1.3 billion in the years 1965 and 1966. 

Had it not been for the direct and indirect impact of 
the expanding scale of our efforts in Southeast Asia to 
resist aggression and preserve freedom-and self-determination, 
the United States would have had balance or surplus in 1965 
and 1966. 

Indeed, our gold loss in the first three quarters of 
1967 was an indication of confidence in the dollar. Net sales 
of gold for dollars to foreign monetary authorities through 
the government fiscal agent, the Federal Reserve Bank of 
New York, and the U.S. contribution to the London gold 
market from January 1, 1967 through September 30, 1967 
amounted to approximately $56 million -- by far the lowest 
level for any three quarters since 1958 except the first 
three quarters of 1964. 

However, developments in recent months make it abundantly 
clear that a new Action Program including both general and 
selective measii'res designed to diminish the deficit and place 
our balance of payments into equilibrium is now a compelling 
national and international necessity. 
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First, an unfavorable development -- there has been a 
trend in recent quarters toward larger quarterly deficits 
than comparable periods in 1965 and 1966 which cannot be 
tolerated. We cannot accept a further deterioration in our 
balance of payments; we must reverse this trend and move 
back toward equilibrium. Indeed, for the reasons stated 
below> it is no longer acceptable to continue a program 
that results in a balance of payments deficit merely because 
there is a large net adverse balance due to the war in 
Southeast Asia, which will someday subside. 

Second, a favorable development -- 106 member countries 
of the International Monetary Fund met in Rio de Janeiro, 
Brazil in late September and unanimously approved a resolution 
directing the submission to governments by March 31, 1968 
of the first major amendment to the Articles of Agreement 
of the IMF since the original agreement at Bretton Woods. 
This amendment would provide a facility for the deliberate 
creation of additional monetary reserves supplementary to 
gold and reserve currencies in the form of 11Special Drawing 
Rights." When operational, this new facility could supply 
additional liquidity to the world in the amounts needed -
without depending on newly mined gold and additions to the 
holdings of dollars in official reserves of other countries 
resulting from deficits in U. s. balance of payments. These. 
rights would be distributed to the 106 member countries in 
accordance with their percentage quotas in the Fund. 

·rt is our earnest hope and objective to see this new 
facility approved by the requisite action by governments at 
the earliest feasible time. By that action the world can 
be assured of regular additions to the worldwide supply of 
reserves that are adequate for a rapidly expanding trade 
and capital movements in a developing world. 

The Rio plan contains no agreed conditions for the 
activation of Special Drawing Rights -- the actual operation 
of the facility to create and distribute the Rights. These 
operations will be a series of judgmental decisions made 
according to the determined needs of the world as a whole 
rather than the needs of a particular country. 
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The new facility should in no sense be regarded as a 
solution to the balance of payments problem of the United 
States or to the ·corresponding surplus problem of Continental 
Europe. This is a matter that falls under the heading of 
the continuing effort to improve the adjustment process. 
But many important nations concerned with the activation of 
the new facility have made clear that, in their view, one 
of the special considerations which might be considered a 
prerequisite for activation should include the attainment 
of a better balance of payments equilibrium between members. 
They specifically refer to the United States. While the true 
inquiry should be whether world reserves are expanding at a 
proper rate, it is highly important for the early and significant 
operation of this new and most important international 
monetary arrangement for the U.S. to move toward equilibrium 
in its balance of payments. 

Moreover, the early availability of. Special Drawing 
Rights removes one of the concerns of many observers about 
more intensive action on our balance of payments -- that the 
elimination of the U.S. balance of payments deficit or a 
return to substantial U.S. surpluses at a time when little, 
if any,newly mined gold was being added to world monetary 
reserves would create a worldwide recession or depression 
as a scramble for reserves resulted in 11beggar they neighbori: 
policies, sharp deflation, or escalating international· 
interest rates. Now it is clear that a return of the United 
States to balance or surplus will enhance the health and 
stability of the international monetary system -- indeed it 
is essential to it. 

Third, 
November 18 of 
conditions 

an unf
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to unsettling 

and gold markets. 
It is my belief, whic~ is shared by the vast majority Qf those 
in official public and private financial circles, that 
maintaining a strong dollar through positive, decisive action 
to reverse the current trend to increasing deficits in our 
balance of payments is essential_ to the restoration of full 
confidence and stability in the markets and the inter-

.national monetary system. 
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Some months before the devaluation of sterling at your 
direction the Cabinet Committee on Balance of Payments 
undertook the formulation of a new program, long-range in 
nature. 

In part, it was designed to take full advantage of the 
opportunities the successful conclusion of the Kennedy Round 
would present for an expansion of our U.S. trade surplus at 
least to the high level of nearly $7 billion enjoyed in 1964. 
On May 23, 1967, you called for recommendations of new ways 
and means of facilitating and "firing up" the efforts of 
producers of this nation to make a substantial increase in 
our exports. 

A greater trade surplus is the keystone to a sustainable 
balance of payments equilibrium or surpluses for the United 
States. It is needed to permit a minimum of restraint on 
private, as well as Government capital flows. Over the long 
run, we should not look upon tied aid as a fixed featur·e of 
our bilateral assistance program on balance of payments 
conditions. These arrangements should be used to provide 
aid in the form of goods and services rather than cash loans 
only when the United States is in balance of payments deficit. 
In a sustainable equilibrium or surplus situation, the United 
States would not expect to employ the balance of payments 
safeguards which we must now insist upon as an element in 
our participation in multilateral development institutions 
such as the International Develppment Association. 

The Interest Equalization Tax should be used as a 
relatively short-term or standby measure when sharp disparity 
in interest rate levels in the United States and other capital 
markets coincide with serious deficits in our balance of 
payments; as a fixed feature of our system, it is desirable. 
The voluntary. programs administered by the Department _of 
Commerce concerning direct investment and by the Federal 
Reserve Board on bank credit are also stopgap temporary and 
standby devices, inappropriate as a permanent or continuing 
feature of the balance of payment·s program for a natural 
capital exporting country such as the United States.· 
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To achieve a sustainable equilibrium which will permit 
us to forego these restraints, a greater trade surplus must 
be achieved. This surplus must be achieved through expanding 
exports rather than employing any restrictive measures on 
our imports. 

As you will recall, a preservation of our trade surplus 
from any further deterioration while these longer-run 
measures were being mounted was one of the primary, although 
by no means the sole, 
restraint, including 
increase, forwarded in 
1967 . 

both 
reason for the 

expenditure 
your Message to 

program of 
reduction 

Congress 

fiscal 
and a tax 
on August 3, 

.Another important element in the long-range program is 
concerned with the intensification of efforts to moderate 
the foreign exchange costs of Government expenditures abroad 
for mutual security~ development of less .developed areas, 
and other activities. This effort is in full recognition 
of the fact that the so-called chronic U.S. balance of payments 
deficit has never been due to a deficit in the net private 
account covering trade, service, direct investment and private 
lending which have consistently netted the United States 
substantial surpluses. Our deficit has been due to military 
and aid expenditures outside the United States and their 
negative impact on our balance of payments. Despite all 
our efforts in the past to reduce this impact, much more 
can and will be done. 

Another feature of the long-range program formulation 
initiated at. your direction earlier this year was a concern 
with the travel gap. Increasingly sizable deficits are 
resulting from the rapid growth of tourist outlays overseas, 
a growth which has consistently outpaced increased receipts 
from foreign visitors in this country. Formulation of a 
forthcoming program to· increase foreign travel in the United 
States by a new Industry-Government Special Task Force was 
announced by you on November 16, 1967. 

With the devaluation of steriing several days later on 
November 18 and the subsequent disruption of markets and 
threat to the stability of the international monetary system 
which is a consequence, it is important to initiate this 
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Action Program promptly. It is necessary to lay the ground­
work for responsive action where necessary by the Congress, 
for responsive.action where necessary by our trading partners 
and allies, and for the full restoration of stability and 
confidence in the dollar and the international monetary system. 

It also becomes necessary to tighten some of the existing 
programs and undertake new measures not higherto contemplated. 
These are necessary to assure success in this initiative and 
to reduce as promptly and as sharply as possible the outflow 
of dollars from the United States in excess of the foreign 
exchange this Nation earns. They are proof positive of 
our will and determination to do whatever is necessary to 
bring our balance of payments into equilibrium. 

The pres·ent situation makes it imperative that we act 
as a nation and people promptly to insure the strength of 
the dollar and confidence in it and the.international 
monetary system which is dependent upon it. 

The factors outlined above make it timely and essential 
to undertake the Action Program. The Report enclosed provides 
in detail the background and reasons for the specific 
recommendations it contains which are summarized below. 

I. To Expand Our Trade Surplus, the Mainstay of 
our Balance of Payments, the Action Program 
Recommends: 

1. A program of fiscal restraint to check inflation, 
to promote balanced economic growth at home, and protect and 
enlarge our trade su~plus, which is under renewed pressure. 
To this end reduction of current government exp·enditures 
for fiscal 1968, an austere budget for fiscal 1969, and 
Congressional passage early in the year 1968 of the bill 
before the House Ways and Means Committee -- calling for 
temporary tax increases -- is of transcendent importance. 

2. The formulation, with the participation of 
leaders of labor and business with Government officials, 
of a new voluntary price and wage guideline program to 
facilitate the return to the type of stability of prices 
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and unit costs of production that characterized the period 
1959 through 1964. We must reverse the rising tide of 
cost push inflation which, if unchecked, will undermine 
the long-term competitive position of U.S. industry in 
markets at home and abroad and lead to an unacceptable 
decline in our trade surplus. 

3. The formulation by leaders of labor and 
business, working with appropriate Government officials, 
of a specific and definite plan for a two or three year 
moratorium in work stoppages in transportation and in 
specific manufacturing and mining operations where work· 
stoppages or the threat of work stoppages induce permanent 
inroads from import competition -- or ~estroy reliability 
of service to export markets. 

4. An export expansion program -- featuring the 
intensification of certain existing measures and introduction 
of a series of new selective measures designed to help and 
encourage those segments of United States industry actively 
engaged in the exporting business, those who export in only 
a small way, and those yet to enter this vital field. This 
program should also include new legislation and inter­
nationally negotiated initiatives designed to remove dis­
crimination against U.S. exports and bring U.S. industry 
into a fair and equal competitive position insofar as export 
financing, promotion, and taxation of exports and imports 
are significant. It is the action and initiative of private 
corporations and individuals in these corporations which 
achieves export sales for.the United States. Any program 
directed toward export expansion must direct itself toward 
obtaining a greater effort from these people. 

The recommended program includes the following 
legislative and administrative actions: 

A $500 million authorization for a~ Export 
Expansion Fund, which would provide greatly 
liberalized export insurance and guarantee 
facilities. A portion of this Fund would also 
be used to extend credits for new and develop­
mental export operations carrying a higher 
degree of risk than those traditionally assumed 
by the Export-Import Bank. 



A substantial liberalization of the Export­
Import Bank rediscount facility to provide 
banks with a positive incentive to engage in 
export financing activities, insulating export 
financing from domestic monetary considerati~ns, 
assuring private banks of liquidity on export 
paper. 

A substantial liberalization of Export-Import 
Bank's Exporter Credit programs, to provide 
steady competition rates in relation to standard 
export rates of other countries. 

A revitalized Commerce Department export 
expansion program envisaging total spending of 
$200 million for this purpose in the five years 
1969-73. Secretary Trowbridge has mapped out 
a program to put existing Commerce Department 
export promotion activities on a long-term basis. 
In the first year it would involve a supplementary 
appropriation to increase the Commerce Department's 
program from $11 million to $19 million. The 
annual level of expenditures for these and new 
export promotion activities would increase to 
an annual level of about $50 million in fiscal 
year 1973. 

The launching, on an experimental basis in 
fiscal year 1968, of a new Joint Export Association 
program, under which Commerce would provide direct 
financial support, under contract, primarily to 
small U.S. corporations grouping together to 
develop overseas markets on a cooperati~e basis. 

Clarification.and liberalization of tax regulations 
dealing with intercompany· pricing practices -­
regulations which the National Export Expansion 
Council and many individual corporations have 
described as important impediments to an intensified 
export effort. 
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-- New tax legislation which would rebate to U.S. 
exporters in manufacturing, mining and the 
processing of agricultural products all secondary 
indirect and property taxes, Federal, state and 
local, and impose a border tax on imports into 
the United States of these products to compensate 
for the·U. S. indirect and property taxes which 
foreign goods have not had to bear. This signi­
ficant departure adopts the practice long 
followed by many countries, particularly some 
of our principal industrial competitors in 
Western Europe and Japan. 

5. The initiation of diplomatic and negotiatory 
efforts to effect a harmonization of the rebate of indirect 
taxes on exports and the imposition of border taxes on imports 
in the United States with similar system in the European 
Common Market, where indirect taxes play a much larger role 
in national tax systems than in the United States .. This 
calls for a major diplomatic effort to examine and modify 
the fundamental rules of the GATT (General Agreement of 
Tariffs and Trade) -- particularly in the area of border 
taxes and subsidies. A harmonization of such practices 
not only between the members of the European Common Market, 
which is now proceeding, but also between that market and 
the United States, is an essential element in the balance 
of payments adjustment process in the world as we know ·it 
today. Present arrangements discriminate against United 
States trade and place it under what is likely to be an 
increasingly unfair competitive disadvantage. 

6. A major diplomatic effort to identify and remove 
non-tariff barriers to U. s. exports. With the prospect of· 
a steady annual reduction each year over the next five years 
of tariff barr:iters assured by the success of the recent 
Kennedy Round negotiations under the General Agreement on 
Tariffs and Trade, the effort to attain fair competitive 
conditions for U.S. exports should be our first major 
objective in trade policy. Indeed, some temporary advantage 
to the United States in promoting exports should be the 
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preferred course in the world balance of payments adjustment 
pr·ocess to a course which featured sharp deflation in the 
United States with its worldwide impa~t or restrictions 
on the growth or imports in growing U.S. markets. 

As we work to improve our trade surplus, it is of 
vital importance that we stand firm in resisting 
protectionist pressures to impose unilaterally restrictions 
on import quotas and similar restrictions on imports into 
the United States. These could cripple our trade position, 
negating all of our efforts in this critical field. 
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II. To Reduce the Foreign Exchange Cost of Government 
Expenditures Abroad for Security, Development and 
Other Activities, the main cause of our balance of 
payments deficit, the Action Program recommends: 

1. The prompt resumption of negotiations with the 
Federal Republic of Germany, looking to the conclusion of 
bilateral arrangements covering the period beyond Jtme 30, 1968, 
dealing with the presence of U.S. troops in Germany and the 
residual financial consequences. nte agreement early this year 
was an important and constructive action assuring that these 
residual financial consequences should be dealt with by the 
cooperation in management of monetary reserves. This agreement 
points the way to solutions which should safeguard all the 
important interests affected by military expenditures abroad. 

2. The prompt initiation of negotiations looking to. 
similar bilateral arrangements with Belgium-Luxemburg, 
Denmark-Greenland, Italy, the Netherlands, Norway, the United 
Kingdom, Greece and Turkey, whereby the balance of payments 
impact of United States military expenditures in those countries 
can be neutralized by purchases of additional U.S. goods 
and services, military or civilian, long-term investments in 
the United States by Central Banks or governments, or other 
equivalent measures. 

3. The early initiation of negotiation~ by the United 
States within the context of NATO, proceeding from the basic 
principle that the financial consequences of military expenditures 
between memb'ers of an alliance are regarded as a matter of common 
concern and should be dealt with in a manner that reflects their 
community of interest. The •United States should seek a NATO • 
recognition that future tasks of the alliance include assuring 
its financial viability and, two, NATO-wide acceptance of the 
principle that the net foreign exchange cost of military 
expenditures by the members of the alliance should be_neutralized. 
The United States delegates should submit to the spring meeting 
of NATO a Military Payments Union Plan which would incorporate 
this principle as a part of NATO auxiliary structural arrangem·ents. 

4. That the recently constituted Balance of Payments 
Subcommittee of the Joint U. S.-Japan Committee of Trade and 
Economic Affairs devise ways and means of putting into effect in 
1968 arrangements which neutralize to the United States the 
balance of payments cost of maintaining mutual securi~y forces in 
Japan. This item should be high on the agenda of the first 
meeting of the Subcommittee in January 1968. 

1' 
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5. That, pending the peaceful solution of security 
operations in Southeast Asia and the development of longer term 
mutual security arrangements in that area, bilateral agreements 
and arrangements should be sought with South Vietnam, Thailand, 
the Philippines, Korea, and Republic of China, to minimize the 
net balance of payments cost to the United States for mutual 
security expenditures in the particular country and area. 

6. That the Defense Department, which has done an 
outstanding job of reducing the foreign exchange cost of its 
activities, continue and intensify its efforts which now include 
the determination of the desirability of adopting some twenty­
seven measures in addition to those which currently are being 
utilized. 

7. Given recognition that procurement through U.S. 
sources may not itself be enough to reduce to the extent necessary 
the impact of the AID program on our balance of paymen~s, that 
the AID administration, at home and in the field, the U.S. Embassy 
representation and the governments to whom aid is extended, devise 
together programs to assure additionality of exports in our AID 
program and the avoidance of substituting AID exports f~r 
commercial exports. 

AID has progressively tightened its tying procedures 
with the result that the foreign exchange expenditures of its 
programs have b_een reduced from $900 million in fiscal year 1961 
to $380 million in fiscal year 1967. During the past year a 
special task force has investigated new techniques for insuring 
that AID financed exports do not· replace commercial exports that 
the U. s. suppliers would have sold in any even_t. Recommenda~ion$_ 
of the task force are already being implemented in the home office 
and in the field. To be successful these efforts must' be 
coordinated with the export expansion program of the Department 
of Commerce. 

8. Efforts be increased to introduce new balance of 
payments safeguards that mitigate the foreign exchange impact of 
U. s. contributions to internatio~al financial institutions. 
We have 

urged them to maximize use of all foreign 
capital markets; 
encouraged them to offset -- for as long 
as possible -- the impact of borrowing in 
our markets through investment in U. S. 
securities; 
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undertaken negotiations of new inter­
national arrangements under which the 
balance of payments position of donor 
countries is taken into account in 
determining the form and timing of 
contributions. 

III. To Increase Income from External Investments and 
Reduce Current Outflow Substantially, the Action 
Program recommends: 

1. Additional major tightening of the voluntary program 
covering direct investment abroad being administered by the 
Connnerce Department. 

On November 16, 1967, a tightening of this program was 
announced. The target for direct investment outflows to developed 
countries (including both outflow of funds· from the United States 
and reinvested earnings abroad) for the two years 1967 and 1968, 
was set substantially below that for 1966 and 1967. In 1965 and 
1966 the program was designed to hold these categories of direct 
investment to 90 percent of the total in the three year base 
period 1962-64. In 1966-67 the collective target was reduced to 
80 percent of the 1962-64 period with each company being requested 
to operate within that percentage. The annotmcement last month 
for 1967-68 called for a further reduction for each company to a 
target of 66-2/3 percent of the base period. In addition, at the 
urging of the Advisory Committee, Secretary of Commerce Trowbridge 
has invited individual companies to conferences designed to review 
in detail their operations under the program, with the objective 
of bringing each one of the 708 firms operating under the program 
within 
reasons 

its 
ex

direct investment ceiling 
isted for any excess. 

or determining that good 

are: 
The specific elements of -additional tightening recommended 

the ceiling anno\.lllced on November 16 of a 
target for 1967 and 1968 (8 quarters, 4 of 
which are past) is to be stretched out to 
cover outlays up through June 30, 1969 
(10 quarters, 4 of which are past). This 
will have the effect of reducing the target 
for each individual company to 53 percent, 

of its base period and should benefit our 
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our balance of payments approximately an 
additional $1 billion; 
a moratorium on increases in levels in 
direct investment outflows to less developed 
countries from the level of 1967. 
the appointment of a three-man Review Board 
acting under the direction of the Secretary 
of Commerce to meet regularly with companies 
participating in the program to 

(a) insure that each company is 
using its best efforts to stay 
within its target, and 

{b) consult with companies whose 
operations appear to be well 
under target to encourage them 
to find ways ~nd means to con­
tinue as far under target as 
possible. The objective of this 
administrative effort is to 
maximize the savings of each 
participating company rather 
than merely achieve the result 
of all companies living within 
a collective goal. • 

broaden the application of the voluntary pro­
gram to include particular emphasis on 
deferring direct investment in major surplus 
countries, or countries where official 
political policy is hostile to U. s._direct ~ 
investment or where buy-out acquisitions 
are substantially unrelated to the marketing 
of existing major product lines of the 
acquiring company. 

2. The Congress be requested to reenforce the Commerce 
voluntary program by inducing flows from external investment in 
developed countries by providing a temporary tax on retained 
earnings abroad in excess of 25 percent of the total.of the foreign 
earnings of a company and its foreign affiliates in developed 
countries. 

https://total.of
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3. Congress be requested to amend the Internal 
Revenue Code to eliminate tax deferral privileges of foreign 
affiliates of U. s. companies on accumulated earnings held 
in liquid form unless transferred into specified long-term 
investments constituting inflows to the United States balance 
of p~yments. This provision should substantially accelerate 
inflow and protect the liquidity of the United States position 
as a banker from dollars held abroad in liquid form by 
United States affiliates on a tax deferred basis.-

4. The Federal Reserve Voluntary Program covering 
bank lending be further tightened. 

Under the new program, also announced on November 16, 
1967, major banks and non-bank financial institutions will have 
less leeway to increase overseas lending activities in 1968 
than in 1967. In addition, all banks are requested to hold 
the level of non-expor~ credits to developed countries of 
continental Western Europe to or below the amount outstanding 
on October 31, 1967. 

It is now recormnended that the bank lending ceiling 
be reduced from its present 109 percent of the base date 
(December 31, 1964) to 103 percent, their present level. 
This will practically eliminate the leeway for increased 
loans or the potential drain from this source and limit 
new lending to the funds available from repayments of 
existing loans. 

Under new legislation enacted into law this sununer, 
the Interest Equalization Tax·rate has been set at 1-1/4 
percent, compared to 1 percent in previous years. It is 
recommended that the rate be used at the maximum of 1-1]2 
percent. 

As a result of the above measures, we expect private 
capital outflows from the United States to be substantially 
lower in 1968 than in 1967. 
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-At the same time that we utilize the voluntary programs 

and the Interest Equalization Tax to moderate capital outflows 
over the shorter term, we intend to continue actively to 
encourage more rapid development of foreign capital markets. 
Progress in this respect has been encouraging. New inter­
national bond issues floated in Europe last year totaled 
$1.3 billion, compared to only $360 million in 1962. 

IV. To Promote Foreign Investment in United States 
Securities, the Act~on Program includes: 

Continued work by responsible Government 
agencies with the private financial 
community here and through our diplomatic 
offices overseas to make known the benefits 
of foreign 
securities 
has been e
Tax Act. 

investment 
-- the attr

nhanced by 

in United 
activeness 
the Foreign 

States 
of which 
Investors 

The private financial community has recently 
.formed the Council of the United States 
Investment Community. This Council has as 
its goal the development of closer working 
relationships between.investment decision­
makers here and in the major capital markets 
abroad. It sponsored a unique visit here by 
a large group of European financiers in 
October. The Government will continue to 
co9perate in these and similar undertakings 
in the future. • 

The Treasury intends to continue to encour~ge 
foreign central bankers, where appropriate, 
to invest a portion of their reserves in long-· 
term investments here. This program, which 
has already resulted in significant capital 
inflows, helps reduce the statistical burden 
of our overseas defense and economic assistance 
programs. It provides the purchasers in 
ques~ion with attractive returns. 
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V. To Narrow the Travel Gap the Action Program includes 
a Long Term Plan for Joint Federal, State, and 
Private Promotion of Foreign Travel in the U.S. 
and a Temporary Tax on Tourist Travel by U. s. 
Citizens 1.ll'l.til December 31, 1968. 

1. The Travel Task Force established by you on 
November 16, 1967, and chaired by foriner Ambassador Robert McKinney, 
has already launched its work. In coming months, it will be 
actively engaged in an analysis of a great number of problem areas 
bearing on the volume of foreign travel here, including the 
following: 

Publicity 
Accommodations 
Language 
Transportation 
Special Tours 
Tax Incentives 

The 1967 travel deficit may well exceed $2.0 billion, up 
from $1.6 billion in 1966. A very substantial portion of the 
increase is attributable to the impact of Expo 167. I am confident 
that the recommendations of the new Task Force will provide us with 
the most promising and desirable method of reversing this trend. 

2. While this affirmative and clearly preferable long 
term program to narrow the travel gap through promotion of foreign 
travel' in the United States is being formulated and put into 
operation, the nation cannot tolerate a $2 billion travel deficit 
in our balance of payments which could continue to increase in 
1968 and 1969. With ·great reluctance, but with a conviction that 
no other cours·e is consistent with the larger responsibilities of 
the nation in the next two years, it is recommended that a temporary 
tax be imposed for the purpose of reducing tourist travel and 
expenditures abroad, to expire December 31, 1969. To achieve its 
maximum impact on reducing 1.ll'l.necess~ry tourist expenditures abroad, 
the tax should combine the following two features: 

{a) the tax should be of such a nature as 
to deter a substantial group of people 
from making trips abroad that they 

• would not otherwise have taken; and 
{b) in the case of tourists who do desire 

to make their trips regardless of the 
tax, the tax should be designed to 
minimize the period for which they 
stay abroad. 
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The first objective can best be obtained by requiring
people to pay out a substantial sum of money before being 
permitted to leave the cotmtry. The second objective can best 
be obtained from a tax based on the number of days a person 
stays abroad. ► 

It is also important in designing this type of tax, no 
matter how disagreeable, that it be readily tmderstandable by 
the public, for if people do not understand their liability, its 
deterrent effect may be substantially reduced. This objective 
requires simplicity. 

Basically, the proposal developed in detail in the 
Action Program would impose a tax of a specified amount per day 
of travel abroad with a requirement that a substantial amount of 
the tax be deposited before the individual leaves the United 
States. The tax recommended would be at a rate of $6 per individual 
for each day spent abroad, with a requirement that $100 of the tax 
be deposited by each individual before he or she leaves the United 
States. If it is deemed more equitable, the tax could be made 
progressive by using the $6 per day as a minimum with a scale up 
according to various levels of adjusted gross income as reported 
for income tax purposes in 1967. 

Exemptions would be provided for trips of five days or 
less in order to exempt short trips to Mexico, Canada and the 
Caribbean area and short business trips abroad. Exemption will 
also be provided for students going abroad to enroll full time 
in a foreign school and businessmen and their families who are 
being transferred abroad for an extended period such as a year or 
more. The procedure for administering this proposal is set forth 
in the Action Program. 

Many of the above programs have already been started 
some quite recently. With your approval, the others will be 
launched administratively or presented to the Congress in the 
months immediately ahead. 

In addition, if you approve, I will ask that the Cabinet 
Cotim1ittee on the Balance of Payments and the individual departments 
of the Government concerned give in:m:iediate consideration to the 
following new proposals: 
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The formation of a new task force of private 
citizens to re-examine the major components 
of Government foreign exchange spending, to 
visit major u. s. overseas diplomatic and 
military installations, and to make suggest­
ions for additional ways. to achieve balance 
of payments savings on the Government side. 

The initiation of an intensified study by 
Secretary Boyd of the Department of 
Transportation, who has just joined the 
Cabinet Conunittee, of ways to improve our 
balance of payments performance on trans­
portation account. A surge of tanker 
construction is taking place in the aftermath 
of the closing of the Suez Canal. United 
States and foreign corporations are turning 
to foreign shipyards to meet these new ship­
.building demands. If our shipbuilders were 
as competitive as our aircraft builders, 
producing unique products at attractive costs, 
the gain to our balance of payments could be 
significant over the next decade, providing 
employment and exports -- and reducing capital 
outflows. I believe this is an important area 
worthy of thorough Government study at this 
time. 

An intensive effort by the Department of 
Commerce and the Department of Labor to 
identify import substitution opportunities 
for American producers. As part of this 
study, the two Departments should analyze 
the opportunities for foreign direct invest­
ment here with an eye to substituting foreign 
production of goods in the United States for 
foreign exports to the United States. 

Implementation by the Department of Conunerce, 
with Treasury and private support, of the 
following recommendation by the National Export 
Expansion Council: 

"An export expansion program, projected.
for ten years, should be planned to 
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analyze the total potential for American 
exports, market-by-market, based upon 
three kinds of growth: (1) a normal 
growth based on an expanding world 
economy; (2) a penetration growth based 
on taking business away from foreign 
countries which are competitors; and 
(3) the introduction of new products and 
services which are presently unavailable 
in world markets. 11 

I believe that this action program, Mr. President, should 
make it clear to all that we intend to bring our balance of payments 
into equilibrium: 

as - a matter of highest national priority; 

through a positive long range approach con­
sistent with fulfillment of our international 
obligations. 

Other sections of the Action Program discuss Adjustments 
Required by American Trading Partners and Continued Need to 
Reinforce the Bretton Woods System. These analyses make it clear 
that: 

While the United States has an urgent re­
sponsibility, as a matter of highest national 
priority, to bring its balance of payments 
into equilibrium, 

cooperative actions by other nations are also 
necessary.if we are to achieve equilibrium in 
a way consistent with our international 
obligations, and 

f 

we must continue to work hard to strengthen 
-- as we have throughout the postwar era -­
the international monetary system itself. 
A strong dollar in a dynamic U. s. economy 
set on a path of sustained, non-inflationary 
growth, an equilibrium in the u. s. balance 

https://necessary.if
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of payments, and improved international 
monetary arrangements arrived at through 
the practice of multilateral financial 
cooperation -- these are all essential 
to a sound international monetary order. 

Faithfully yours, 

Henry H. Fowler 

The President 

The White House 



-----------------------------------------------------------------------

FOR IMMEDIATE RELEASE DECEMBER 18, 1967 

Office of the White House Press Secretary 

THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

Americana are proud of the friendship they enjoyed with Prime Minister 
Harold Holt. We mourn him with all the grief that Australians feel. 

It is a cruel tragedy that he has been taken from us by this accident. For so 
many of his days were devoted to guarding a nation and a world against hazard. 
His dream was to bring order and design to man's brightest hope•. He fought 
with rare courage, tenacity, and vi1ion to assure that men would live safe from 
peril in the promise of freedom. 

My personal lo1s is heavy. Harold Holt. was generous with the gift of a warm 
and wise heart. I found comfort in his friendship and strength in hie partnership. 
He and the people for whom he spoke were always dependable and unshakable. 
Those blessings of his example cannot be removed. They are as eternal as the 
sea that ha1 taken this good and gallant champion away. 

Mrs. Johnson and I .... and all Americans -- mourn his death. 
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MR. PRESIDENT: NLJ 'lf-3o I I 
By ci,- , NARA Date '1-Jb-91 

l'•e marked key paaaac•• la tbia rather 
intereatb11 ~ coa .. raatloa la I ■ rael wlth I 
Dayan and other a. ED179583A(b)(1J>Z5Yrs 

(CJ 

w.w.a. 

TOF SECRET auachmellt 



. M.oaclay • December 18. 1967 
6:00 p. m. 

Mil. PRESIDENT: 

Tb• meeeap delivered today from Naaaer waa aa follow•: . 

1. He expre•• .. hi• hl1he•t per•oaal eat.em; npeta the l>reak 
la our relatloui -'••• a retura to aormal relation•: an.cl pr•mlN•• tf 
••• tllat Ile would •H hla ben effort• to ladatle ethera ·to.Jela la re-· • • 
eetal,llahla1 relatloa• with tlle U. 8~ 

l. Ia tu eveat ncopltloa la wowked Olli. he would aak tbe belp of 
the U. s. -U. N. la brl•alaa about a witlldrawal ol ·leraell forcea, lMathe 
•~r"• that be mu.st al•• ~°"· 

3. Speclflcally, be would: 

-- accttpl and p&raatee brael'• botmtlariea; 

-- accept the doctri- of aoa-beW1•r•ac• with all lta coaaeq\leac•.•: 

--
. 

reqllln aome 
. 

defillitl,re aolQtloa to the ref1aaeeproltleni coa­
alateat wltll larael'• exiateaee; • that la to aay, be would accept 
either reaettlerneat la lnael or aome compeuadoa for the 
ref .... •. 

Uacler the•• ·c1rcemataacea, lie woalcl the• commit hlmaelf to full 
diplomatic nlatlou with larul. 

4. He would appredate lt peatly If, wbea relattoa■ are re-.med, we 
ceuld make aome 1••tue of maderatUMII., to the Aral:t•. He \Ulderatand ■ 
Allly·our commitmeat to tar .. h t..at tlut Arab people• believe that we are 
acti.ely_ laoatlle to the Jlrab 11atloaa. He aay• that we WOW.cllaaow ltetter tha.a 
he what ldad ol a ••tu• llllpt be apprepnate. • 

w.w.R. 

IBGH'I' 



MEMORANDUM 

THE WHITE HOUSE 

oe1u ±DEN±mt • wAsiiu10TflikLASSIFIED December 18, 1967 

E.O. 12958, Sec. 3.5 
NSCMemo, 1/30/95, State Dept.Guidelines 

Mr. __Ere si_dent: By p--?,NARA,Date'J,tf;-1~ 

We have received comments from Katzenbach, Seaborg, and Hornig on 
Senator Pastore' s letter (Tab A) questioning the decision to .sell the UK 
uranium fuel for its nuclear su~a.r__in_e ~-~-:~h~y~~::~~~~~¢.~1'~.:~:yppoit-~.tlµ,S.}t 
~~J~gP._:_~hi~iwtpir.~vecCon .J'.uly 26, .cJ:96 7, c,<;>~~:EJifubj e_ct to~ a pp_r,?.e..:t:i<:l-_!:~~~ 
al-!1~~~i2,~~:Vith..the J oiE_~-~qrnroif;tee,:.r...@;t~·,ttelt~~~-:~:~-~gat!yft~-d_~t~~r_i,;g~c:>u}.9J 
~~?), J}~lf~tions. .without e<}"'@~~~g~_ summary,.. com pens.·at_g_;;y~ ~.i:._Jg- their 
news are: 

1. ,.Ka,tzenb.rch~JT_fili'.BTjla.~tagr"ee---with" Pastore Ls beli'ef that the 
~~1,..'"J.' ' ' ~-... '~- - JiO: ..:.'.....,;.. •- .......... ... -4,\. .._ ....;.Ji'w•~-~-•J 

proposed sale will give us problems with our other allies o_r strengthen the 
UK position in the international nuclear energy market. He does not believe 
that the level of UK trade with North Vietnam, Cuba, and Red China justifies 
a refusal to sell them this nuclear fuel and states that the UK would look on 
a negative decision as a 11slap in the face" at a time when Wilson is under 
domestic pressure to reduce his ~upport for our Vietnam policy. 

1 Zi=":'S~~~;-:g:ffil:1?.-:..QLdoes:-'iion_eJ!~~~-1!:J.~,,~e;i~?,.;...~M~~~,..:.e::~:c;,i1-ti-g(iai!f 
~1"~~j~~~~_ve~e,~.t!ilto.g.a..rr.a.rigement~,_vroul~!>~~_<!i:>nsidered d.iscrimina,_~! 

to~~ by o~r otl:er all~~s i-~~w of our l~?g_h.~!?rY .. ~f ~-qo.pa.ration-with-the-r 
JJ~rin ~1'?-~~ld. - He states that this arrangement would not aid the UK in 
int~rnational commerce. 

3i:Zciinii=(Taf;:'f>Tbelle'te~s'fhat··a-nega.tiv~d~_ci5-~~~•-Yf.QWg;;'!~r~~.us!:1:7 
~~dercut the goodwill cr_~<l;_te!i_:byour i9:t:i_g-and _s~cces.sful c.o?peration on t!}e 
~i~J. :<?.:f..th;_~ ~_ljbX!J:~l'in~ p,rqg~am. 1 He does not' believe th-afth'e'se-sale~sU_l5:', 
would assist the UK's competitive commercial position or that it would be 
considered discriminatory by our other allies since it is clearly part of a 
long-term commitment. 

11:Ie:·:~ __ ~.§9me thi ~g~oJ_~p :r,qblem ~sine ·;:rthis'.,11i.:.~.-~°-!?-'i:~epl y~}_o,J'..istQ~ pre_~~~f 
_;plix·suoJect that touches on sensitive issu~s wit~~.J.Q!!).t Com.mitte~ It 
is."-also clear :frorii.'pa'storers-ietter arid Th~--tr~;cript of th~~hearing~ that 
he wants your personal view on the decision. Katzenbach·--recqmn_:i.1:!LdiJ:Hat 
Yf>'f:~?~...;,.<:_?~~Y.9Ji-.t.)}~I!:=to_:::a ':feply'·out l~~~_i-~.idetalle~_ r_atl:ier°" send--a~~f 
s t,anng y()ur de c~ ~Aon tq_g.9Jh:e.acl .with ''the_ px opQ!? cU;,.~with., an_ unsigned _attach-.;-:, 

~qJ-·resp'o'n~~o~,qu~stions,.,~
.····a--·,·~...,=,· :'ti·, __ ,...,,._ -... .....,:t..,.i....v.c:,_~ .......-.~ 

Atta.ched (Tab E) for your cor..sideration and signature is the reply to Pastore 
concurred in by State and AEC. 

£ev~-G,vvv '\ L.,d)_(/
L.tJj). ~ostow. 

Atts. (5) 
'i@HFi~flHTI Cl·a.... 

mailto:oiE_~-~qrnroif;tee,:.r...@;t~�,ttelt~~~-:~:~-~gat!yft~-d_~t~~r_i,;g~c:>u
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THE WHITE HOUSE 

WASHINOTON 

November 21, 1967 

MEMORANDUM FOR 

THE PRESIDENT 

FROM: Mike Manatos )),.~. 

r 

Attached is a letter to you from Senator John Pastore 
which I have acknowledged. It expresses some reservations 

'about acceding to the request of Great Britain for assistance 
with their nuclear submarine progra?Jl• ~------'\ 

• ~-. 0 - - -- \
I am sending copies of the letter tclt Ros tow-~ d Don Hornig: 
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November 21, 1967 

Dear Senators 

Thank you for your letter o! November 20 
to the President concerning the request of· 
Great Britain that the United States provide 
fuel for their nuclear euJ,nnarlnc program 
ln the post 1970 period. 

Your views .ind those of the Joint Committee 
on Atomlc ~nergy as expreeeed.tn your letter 
w~ have the ca.:re!ul attention of the President. 

• Sincerely, 

Mike Ma.natos 
.Administrative Assistant 

to the President 

Honorable John O. Paatoro 
United State a Senate 
Washington, D. C. 

jl/jf 

.. 

https://expreeeed.tn
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r... JOHN 0, PASTORE, 

CHAIRMAN 
II.I. CHET HOU'1E1.0, CAUP. 

VICE CHAIRMAN 

RICHA.11110a. INSSEU.. GA. MELVIN PRICE, ILL. 
C:..,h""':'C:4 P. AN01:R50N 1 Ii. MDC. WAYNE N. ASPIKAI..L.. COLO. 
Al.81:IIIT GOit£. TENN. THOMAS G. MORl'ltS 1 N. MDC. 
NDUIY' M., JACKSON. WASH. JOHN \'OUNG, TDC. 
•OlHtt<.£ a. HICl<CNLOOPIEft. IOWA CRAIG HOSMEfl. CALtl'".Qtongrcssof tb.e fflnitcb ~tatc~ OEOJIIIGE D. AIKEN, VT. WILLIAM H. IIATES, MASS. 
WALLACE "• BENNE1T~ UTAH JOHN ■. ANDERSON, ILL, 
CAIIL T. cu:in1s. NEBM:. WILLIAM M. MCCULLOCH, OHIOJOINT COMMITTEE ON ATOMIC ENERGY.IOHN T. CONWAY, EXECUTIVIE DUU:c::TOft 

WASHINGTON, 0.C. 20510 

November 20, 1967 

The President 
The White House 
Washington, D. C. 

Dear Mr. President: 

The Atomic Energy Commission presented testimony to the 
Joint Committee on October 25, 1967, regarding a United Kingdom 
request that the United States provide fuel for their nuclear submarine • 
program in the post 1970 period. The British request is for approxi­
mately 400 kilograms of U -235 enriched to 93% during the period 
1971-72. and between ZOOto 300 kilograms per year of similar material 
thereafter. 

Commissioner Gerald F. Tape, during his presentation, stated 
that Presidential approval of the AEC's recommendation to provide the 
requested fuel had been obtained subject to the following stipulations: 
the agreement would deal only with the supply of nuclear fuel for sub­
marines and would not involve a continuation of technological assistance 
in naval nuclear propulsion; the agreement would not be open-ended but 
for a limited period of_ time with the possibility of extension. 

Also, I understand your approval of the proposed cooperation 
was subject to consultation with the .Joint Committee. Your thoughtful 
suggestion that the AEC consult with the Joint Committee is very much 
appreciated and I would like to take this opportunity to give you my 
views and the views of th;e Committee on this matter. 

The AEC in presenting the arguments for this proposed agreement. 
stated a belief tha1rmilitary as well as 11political" benefits will accrue to 
the United States. The AEC's explanation of what political benefits would 
accrue to the United States was somewhat less than convincing. I believe 
that the Joint Committee is not of the mind to approve this request from 
the United Kingdom without receiving more compelling arguments than 
have been put forth. 
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By granting this new arrangement we are going to add to our 
international difficulties with at least two nations, Italy and The 
Netherlands. Of course, this may open the door to other countries to 

. request similar assistance. 

·I 
The Italian Government has been pres sing our State Department 

to intercede with responsible branches 
insure that nuclear fuel to assist them 
propulsion capability be made possible. 
nuclear submarine assistance. In both 
with their wishes. 
nations will request 
with some validity, 
"special relationship" 

The British 
uranium requested, 
we enter into this arrangement it will free the British plants to produce 
uranium for commercial purposes. Thus Great Britain will be able to 
compete on a more favorable basis with the United States in the: emerging 
international nuclear power market. 

On a more sensitive issue closer to our hearts, it is the United 
States policy to discourage nations from trading with Red China, North 
Vietnam, and Cuba. I regret to say that I have noticed statistics in the 
Congressional 
in the forefront 
am concerned 
allowances for 

If we agree to assist 

of the Executive Department to 
in developing a naval nuclear 

The Dutch have requested 
instance_s we have not complied 

the British we can expect these 
equal treatment, and we will be faced with the charge, 

that again the British have evoked their claim to a 
with the United States. 

have the capabilities of producing the highly enriched 
however, it is not economical for them to do so. If 

Record and the press which indicate 
of Western 

that we may 
British trade 

If in your judgment 
Joint Committee, you still 

allies who are trading 
be practicing a double 

which in my opinion 

you believe that despite 

that Great Britain is 
with these nations. I 
standard and making 

they are not entitled to. 

the misgivings of the 
want us to enter into this arrangement with 

the British, I will support you. 
arrangement has more deficiencies 

,. 
Howevf::r, I am concerned. that such an 

than assets for the United States. 

r •~~!Yyours, 

hn--0·. 

,p<a-'2,,-IA1-lw1____ 
. /✓ • 

Z.,f--c-__ 
1 

Pastore 
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DEPARTMENT OF STATE 

WASHINGTON 

December 12, 1967 
-00lff' IDEN'f IAI:: 

MEMORANDUMFOR THE PRESIDENT 

Subject: Response to Letter from Senator 
Pastore Concerning the Supplying 
of Fuel for British Nuclear 
Submarines 

. Senator Pastore recently wrote you (letter at Tab B) 
about the UK's desire to obtain from-us enriched uranium 
fuel for British submarines .. The Senator believes that 
any uranium fuel arrangement between the US and UK would 
not be in our interest because it would: 

create difficulties with other countries who 
also want assistance for naval nuclear pro­
pulsion programs; 

permit the UK to compete more effectively with 
us in international nuclear power markets; and 

be unwarranted 1n view of the UK's trade with 
Red China, North Viet-Nam and Cuba. 

The State Department has for some time strongly 
favored the sale to the UK of enriched uranium fuel for 
their submarine force, and so informed the AEC on June 21. 
We do not agree with Senator Pastore's belief that fuel 
sales to the UK would give us trouble with our other 
allies, nor do we agree that the British would be 
strengthened in the international power reactor market 
if we sell them fuel. 
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Finally, we do not believe that the level of 
British trade with North Viet-Nam, Cuba and Communist 
China justifies a refusal to sell them nuclear fuel. 
If we were to refuse, the British would look on it as 
a slap in the face at a time when Harold Wilson is 
under s~rong domestic pressure to reduce his support 
for our Viet-Nam policies. 

While I believe that the Senator deserves a full 
answer, I think it would be unwise for you personally 
to commit yourself in a detailed reply. I therefore 
recommend that you send him a brief letter enclosing 
our unsigned memo which deals directly with Pastore's 
specific questions. A suggested Presidential letter 
and blind memorandum are at Tab A. 

"?l,.LC..Jo 1,¥-
Acting Secretary 

·,eONFIDENTIAL-
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SUGGESTEDLETTER TO SENATOR PASTORE 

Dear Senator Pastore: 

Many thanks for your thoughtful letter on the 

UK fuel request for their nuclear submarine program. 

I have had my people take a careful look at the 

issues you raised. Their memorandum on the subject 

is attached. 

Their conclusions seem to me to make a lot of 

sense. The British have been staunch and firm friends 

through many difficult moments; their support for our 

Viet-Nam policies has been a great source of strength 

to all of us. In light of this steadfast friendship, 

: we should think long and hard before taking steps that 

could only injure this close relationship. 

• [Pe~haps you would like to talk with Dean Rusk or 

•Nick Katzenbach about this furthero I know ej..th.er 

of them would be .happy to do_soJ 

Sincerely, 
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The Supply of Enriched Uranium 

Fuel for the UK Submarine Program 

Concern has been expressed about the proposed supply 

of enriched uranium to the British for their nuclear 

submarine program in the post-1970 period on the following 

grounds: 

1. Such an arrangement might complicate our relation­

ships with other countries which have requested, but have 

not received, US assistance for naval nuclear propulsion 

programs; 

2. Purchase of submarine fuel from the US may enable 

the UK to compete more effectively with the US in the 

international nuclear power market; 

3. Such an arrangement is unwarranted in view of UK 

trade with Red China, North Vietnam and Cuba. 

These con~iderations ~re discussed in order. 

1. Effect on US Relations with Other Countries 

The United States has had a major influence on both 

the hunter-killer and Polaris submarine programs of the 

UK. We have provided both a complete reactor for the 

first UK nuclear hunter-killer submarine and continuing 

substantiai technical assistance under the 1958 Mutual 

80tffi'lfJ~lff lkL' 
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Defense Agreement. The 1962 Nassau Agreement resulted in 

the UK undertaking its Polaris submarine program. Under 

this Agreement, all of the UK Polaris submarines are to 

be committed to NATO. The UK is also assigning all of 

its nuclear hunter-killer submarines to NATO missions. 

Up to now, the UK has provided fuel for all its 

nuclear submarines except the first one, using material 

produced at the Capenhurst gaseous diffusion plant. However, 

the top stag.es of that plant were shut down in 1964 at 

the time the US and USSR were also announcing cutbacks 

in the production of weapons materials. Additional highly 

enriched uranium suitable for submarine fuel could be 

produced at Capenhurst orily after considerable expenditures 

by the UK. On the other hand, the US can supply the 

submarine reactor fuel needed by the UK without difficulty. 

In light of thi~ background, an unfavorable response 

to the UK would have the disadvantage of introducing an 
f 

unnecessary abrasiveness into US-UK relations. Indeed, 

forcing the UK to resume production of highly enriched 

uranium at Capenhurst could be regarded as a distinctly 

unfriendly act in light of the UK's recent financial 

CONl'I:OEM'fIAL• 
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difficulties. In addition, renewed production by the UK 

of highly enriched unsafeguarded weapons-grade material 

might serve to emphasize t_he gap betweel} the nuclear 

"haves" and the "have not" nations at a time when the US 

and UK are making a serious effort to achieve a Nonpro­

liferation Treaty. 

Agreement by the US to sell nuclear submarine fuel 

to the UK would be unlikely to cause new feelings of 

discrimination on the part of other nations to which the 

US has not provided assistance ·in the field of naval nuclear 

propulsion. The long standing ~ooperation between the US 

and the UK in the nuclear field is well known to our other 

allies, and they would probably view the sale to the UK 

of nuclear submarine fuel as a natural extension of existing 

arrangements. All requests by other nations for assistance 

in naval nuclear propulsion would involve the initiation 

of new programs rather than continuation of an existing 

program as in tne case of the UK. 

_[:he Executive Branch has supported the Italian request 

for nuclear.fuel for a naval auxiliary surface ship in 

discussions with the JCAE. As a result of the JCAE's 

0OUfJDR!fl'U..L 
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concerns, the Department of State and the Atomic Energy 

Commission explored with the Italians the possibility of 

making the project more civilian in character. The 

Italians have indicated that it would be difficult to do 

this and the matter has now reached a stalemate. Further 

Executive Branch discussions with the Joint Committee are 

planned to explore whether a way can be found to provide 

the Italians with the fuel they desire] 

2. US-UK Competition in Sale of Power Reactors 

Provision by the US of the amounts of submarine fuel 

the British have requested would allow them to release· 

for their nuclear _power program only about one-tenth of 

the amount of low-enriched fuel required for the initial 

loading of one medium-sized power reactor. This'would 

not be of significance in the international market for 

nuclear power reactors. 

Last year the US entered into agreements with the 

United Kingdom for cooperation in peaceful uses of nuclear 

energy under which up to 10,000 kilograms of U-235 will be 

supplied to the UK. Much of this material will be used 

in the British nuclear power program. These agreements 

GQNF IDEH'fIMs ~ 
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could, of course, have the effect of releasing British 

enriched uranium for potential competition with the United 
. 

• States. This concern was raised during the hearings on 

the agreements held by the Joint Corrnnittee on Atomic Energy. 

However, the conclusion was reached that the sale of uranium 

to friendly nations at prices which fully cover the cost 

of production should not be withheld because of their ability 

to compete with the US in the international reactor field. 

In view of the US agreement to provide the United Kingdom 

with nuclear material for civi1 purposes, it would be 

difficult to justify, on the basis of possible competitive 

advantage, withholding material for use in an important 

UK defense program which contributes materially to the 

common defense and security. 

3. UK Exports to North Vietnam, Communist China and Cuba 

The UK does not permit the export of strategic goods 

on the COCOMlist to North Vietnam, Communist China or 

Cuba. Its exports to North Vietnam in 1966 amounted to 

only $104,000 or less than one percent of the total free 

world exports of $12.5 million to North Vietnam. British 

exports to Communist China and Cuba in 1966 were $93.6 million 
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and $22.7 million respectively and accounted for 7 and 9 -

percent of these countries' imports from-the free world~-·­

Although the US has discouraged British trade with North 

Vietnam, Cuba and Communist China, the UK Government is 

not in a position to prevent private companies from 

, engaging in non-strategic trade with these three countries. 

It would be difficult to justify a_refusal to provide 

nuclear submarine fuel on the basis of the UK's performance 

in the field of East-West trade. 

CONFIPiEJ AT; 
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UNITED STATES 

.ATOMIC ENERGY COMMISSION 
WASHINGTON, O.C. 20545 

r:0-.1~ 0 1ss1 

The Honorable Walt Rostow 
Special Assistant to the President 

Dear Walt: 

This letter is in response to your request for comments from the 
,. AEC relative to the points raised in Senator Pastore 1 s letter of 

November 20, 1967, in connection with the United Kingdom's request 
for enriched fuel for their nuclear submarinelprogram. 

As we indicated in our letter to you of October 26, 1967, we do not 
believe that other countries would find it discriminatory if we fur­
nished the fuel for the u. K. submarines. On the contrary, they 
would expect this to be done in light of our past cooperation with 
the U. K. in nuclear weapons and nuc~ear submarine propulsion plants. 

To recall briefly a bit of history, we helped the U. K. get started 
in the nuclear submarine program under the 1958 Mutual Defense • 
Agreement by providing to them one complete submarine nuclear pro­
pulsion plant plus the necessary spare parts and information on 
safety features, design, manufacture and operation of the plant. 

The first u. K. nuclear powered submarine, becameHMS DREADNOUGHT, 
operational in 1963, and they have continued without our assistance 
to expand their nuclear submarine program. They now have two 
Polaris submarines in commission and two more under construction, 
as well as seven nuclear powered attack submarines either in opera­
tion, or under construction. We were also instrumental in.the 
Nassau meetings in influencing the British decision to undertake 
the Polaris program. Since then, we have cooperated with the U. K. 
in the Polaris development, both on warhead design information and 
on sale of non-nuclear parts including the missiles themselves. 
In addition, we are presently providing the U. K. with technical 
information and e~~ipment to enable them to conduct the first nuclear 
refueling of the HMS DREADNOUGHT 1968. The U. K. nuclearin submarine 
force is available to support NATO and thus can contribute substan­
tially to our mutual defense. 
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The·provisions for supplying enriched uranium and the exchange of 
technical information under the 1958 Mutual Defense Agreement and 
its 1959 Amendment expires December 31, 1969, and no further'_.~ech-
nical assistance is planned after that date. • 

·Requests from othe~ countries for assistance in developing nuclear 
powered submarines have not been approved by the u. S. in the past 
for a number of reasons: the security risk involved in the disclo­
sure of naval nuclear propulsion .technology to foreign governments 
which would jeopardize our lead over the Soviets in this field; 
misgivings as to the technical capabilities of other countries in 
this complex field; and doubts as to the value of this expensive 
program to the other countries in comparison to their overall con­
tributions to our mutual defense. In addition, the Joint Congres­
sional Committee on Atomic Energy has expressed strong opposition 
to U.S. assistance in naval nuclear propulsion to foreign governments, 
on both security and non-proliferation grounds. 

The Commission wishes to point out that there are substantial dif­
ferences in the circumstances surrounding the British, italian, _and 
Dutch requests which would favor their being treated separate~y on 
their respective merits. 

With the u. K., the request involves only an extension of an existing 
agreement, with a country which already possesses a nuclear powered 
submarine capability. This agreement was entered into on the basis 
of the special relationship which existed between the U. s. and the 
British in the development of nuclear weapons. In the British case, 
supplying the requested fuel would not result in further techno­
logical assistance; this assistance has already been provided. 

On the other hand, no agreement exists with the Italians for mili­
tary cooperation in nuclear propulsion, and the Italians have no 
existing capability in this field. They are, rather, seeking to 
enter the field with our.assistance. Thus, the possibility of a 
subsequent request for U.S. technological assistance would appear 
much greater than with the U. K. Further, the project for .which 
the Italians have,requested fuel--a naval auxiliary ship--would, 
even if successful, have little military value as compared to the 
British submarine fleet. Finally, no determination has been made 
that an Italian naval nuclear capability, if developed, would be 
in the U.S. interest . 

...._-· 
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The Commission would also emphasize that the U.S. position on the 
Italian request has not been one of denial. We have indicated to 
the Italians that we would be happy to provide fuel--as well as 
technical assistance--for a civil project as opposed.to a military 
one. We have also advised them that their ship as presently pro­
posed would meet the criteria for U. S, non-military cooperation, 
provided the project is undertaken under civilian auspices and the 
ship registered as a non-military vessel. We have further indi­
cated that some Italian Navy participation in the project would be 
possible, in funding·as well as for-training purposes. This posi­
tion is consistent with the expressed views of the Joint Committee. 

The Dutch request involves not only fuel, but u. S. technology and 
other assistance necessary to enable them to construct a nuclear 
powered submarine. In view of our longstanding policy of limiting 
the dissemination of our naval nuclear propulsion technology and 
discouraging other nations from entering this field, we have not 
responded favorably 
with fuel alone should 
The Netherlands. 

to The Netherlands 
not create any additional 

request. Providing 
difficulties 

the U. K. 
with 

We have reviewed the British request for possible advantages that 
might accrue to the U. K. if we permit them to release their Capen­
hurst low enriched material to the commercial reactor market rather 
than use it as feed for enriching to 937.. 

The amount of low enriched feed material required to produce the 
annual U. K. nuclear fuel requirements for their nuclear submarine 
program is only about one-tenth of the amount required for the 
initial loading of a medium-sized ·power reactor. (For example, the 
U. K. Dungeness B type 600 megawatt (electrical) reactor requires 
approximately 150,000 kgs. of material enriched to approximately 
2o/. for the initial loading, while approximately 15,000 kgs. of 27. 
enriched feed is required to produce 300 kgs, of 93% enriched 
material, the annual requirement by the U. K. for their ~ubmarines.) 

As for U. s. and U. K. capabilities to produce low enriched material, 
we have determineq· that the U.S. has the capabilities of producing 
enough low enriched material to satisfy all estimated conunercial 
requirements well into the 19701 s, while the capabilities of pro­
ducing low enriched material at the U. K. Qapenhurst plant is small 
in comparison. We estimate that the U. K. has a current capacity 
to produce annually approximately the amount of material required 
for an initial loa~ing of a single medium-sized reactor. With 
improvements which the u. K. have indicated are planned, this produc­
tion could be increased by a factor of two or three. 

https://opposed.to
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It should be noted that the U. K. enrichment cost is significantly· 
• higher than the u. s. and will probably still be higher after the 

improvements are completed. Therefore, from a cost standpoint, the 
U. K. cannot compete on the civilian market with the U.S. unless 
they subsidize the cost of producing the enriched material. 

We believe that meeting the u. K. needs will impose no burden on 
our production facilities and the resultant impact of releasing the 
Capenhurst low enriched material to the commercial market would be 
■mall and in today's market for nuclear fuels,_ inconsequential. 

On the other hand, if the u. K. is forced to the expensive alterna­
tive of reactivating the top stages .of Capenhurst to provide the 931. 
enriched material, they might be tempted to look for additional mar­
kets for highly enriched material to reduce the cost of operations. 
We would prefer that they not do this. 

As you will recall, last year we entered into agreements with the 
United Kingdom for cooperation in peaceful uses of nuclear energy 
under which we have agreed to supply up to 200 kgs. per year of 
U-235 for peaceful use and development and up to 10,000 kgs. Qf 
U-235 for use in the British nuclear power program. These agree­
ments would also have the effect of releasing British enriched 
uranium for potential competition with the United States and I 
understand that this concern was raised during the hearings held 
by the Joint Committee on the agreements. It would appear, however, 
that the conclusion was reached then, and I believe properly so, 
that the sale of our enriched uranium at prices-which would fully 
cover cost of production to friendly nations such as the United 
Kingdom should not be withheld because of their ability to compete 
with us in the international reactor field. • 

In view of our agreement of last year-to provide the United Kingdom 
with material for civil purposes, I believe it would be difficult 

----- to justify withholding material from the United Kingdom for use in 
a substantial and important defense p~ogram which contributes 
materially through NATO arrangements to our own common defense 

-and security. 

The question of U. K. trade with Red China, North Vietnam and Cuba 
could be more appropriately commented on by the Depar~nts of State 
and Commerce; however, the AEC has consistently recommended denial 

I 
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of all COCOMrequests for approval of proposed exports of atomic 
energy related items to these countries. 

We believe that granting this u. K. request is in the best interest 
of the u. S. and recommend that we so notify the United Kingdom. 

Attached for your consideration is a proposed partial response to 
Senator Pastore. 

Cordially, 

Chairman 

Attachment: 
"Proposed Partial Response 
. to Senator Pastore" (CDI) 
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THE 'WHITE HOUSE 

WASHINGTON 

December 18, 1967 

Dear John: 

Many thanks for your thoughtful letter on the UK fuel request 
for their nuclear submarine program. I have had my people 
take a careful look at the is sues you raised. Their memo­
randum on the subject is attached,. 

Their conclusions seem to me to make a lot of sense. The 
British have been staunch and firm friends through many 
difficult moments; their support for our Viet-Nam policies 
has been a great source of strength to all of us. In light of 
this steadfast friendship, we should think long and hard 
before taking steps th_at could only injure this close relation­
ship. 

I have decided, therefore, to inform the British that we 
are prepared to _work out appropriate arrangements for 
the sale of the requested fuel. Knowing your reservations 
on this matter, I deeply appreciate your willingness to 
support me in this decision. 

Perhaps you would like to talkwith Dean Rusk or Nick 
Katzenbach about this further to get a more detailed pic­
ture of the considerations that led to my decision. I know 
that either of them would be happy to do so. 

Sincerely, 

Att. 

The Honorable John O. Pastore 
United States Senate ., 
Washington, D. C. 20510 

-- - ·< 
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PROPOSEDPARTIAL RESPONSE •I 

TO SENATOR PASTORE 

Dear John: 

I appreciated receiving your letter of November 20 commenting on the 
British request for additional material for their nuclear submarine 
program in the post 1970 period. As your letter noted this request 
had already received my approval subject to consultations with your 
ComDlittee. 

• The concerns which you have expressed are important ones and I have . 
carefully considered them. I should like to express my views on each 
of them. First, you have noted that the supply of this material by 
the United States would increase the capability of the British to 
compete with us in the i~ternational market for nuclear power. 

•• I understand from the Atomic Energy Commission that the amount of 
slightly enriched fuel which the British have requested for their 
nuclear power program would r·elease is only about one tenth of the· 
amount required for the initial loading of one medium-sized British 
power reactor. It seems to me, therefore, that this concern need 
not weigh heavily in our conclusions. 

Last year with my approval and the support of your Committee we 
entered into agreements with the United Kingdom for cooperation in 
peaceful uses of nuclear energy under which we have agreed to supply 
up to 200 kilograms per year of U-235 for peaceful use and development 
and up· to 10,000 kilograms of U-235 for use in the British nuclear 
power program. These agreements would also have the effect of releas­
ing British enriched uranium for potential competition with the 
United States and I unde.rstand that .this concern was raised during 
the hearings held by your Committee on the Agreements. It would 
appear, however, that the conclusion was· reached then, and I believe 
properly so, that the sale of our enriched uranium at prices whicn 
would fully cover cost of production to friendly nations such as 
the United Kingdom should not be withheld because of their ability 
to compete with us 

·--· 
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In view of our agreement of last year to provide the United Kingdom with 
mat_erial for civil purposes, I believe it would be difficult to Justify 
withholding material from the United Kingdom for use in a substantial 
and important defense program which contributes materially through 
NATO arrangements to our own common defense and security. 

Your letter also raised the question of the difficulties which this 
arrangement might lead to in our relationships with at least two other 
nations, Italy and The Netherlands, who have also requested assistance 
in the nuclear energy field. 

I believe there is an important distinction between continuing to supply 
nuclear fuel for the United Kingdom nuclear submarine program which 
was begun many years ago with our full assistance and entering into new 
commitments with other nations in the field of naval nuclear propulsion. 
We have long followed a policy of providing an assured long-term source 
of nuclear fuel supply for civil power reactors located abroad. I 
believe that it is consistent with this policy to provide similarly 
for the continued fuel supply of military reactors located abroad so 
long as these continue to contribute to our mutual defense. I believe 
that other nations who are requesting our assistance· to initiate naval 
nuclear propulsion programs would appreciate and accept this distinction. 

In drawing this distinction I would emphasize that our position with 
respect to the Italian request has not been one of denial. Following 
extensive consultations between the Executive Branch and the Legislative 
Branch we have informed the Italian Government of our willingness to 
supply the fuel requested for their surface ship programs provided it 
can be carried out under civilian auspices. I recognize that in placing 
this project under civilian auspices the Italian Government is .faced 
with certain internal difficulties, growing out of legal technicalities 
and budgetary requirements. However, I am hopeful the Italian Govern­
ment will find a way to resolve these problems in the interest of a 
civilian project to which we could giv~ our full support. 

With regard to The Netherlands, I believe that their request for 
assistance has always been presented in terms of desiring not only• 
nuclear fuel but technical assistance as well. In view of our long­
standing policy of limiting the dissemination of our naval nuclear 
propulsion technology and discouraging othe~ nations from entering 
this field, we have of course not responded favorably to The Netherlands' 
request. Continuing to provide fuel for the United Kingdom's nuclear . 
submarine program should not cause us any additional difficulties with 
The Netherlands. 

r 
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THE SUPPLY OF ENRICHED URANIUM FUEL 
FOR THE UK SUBMARlNE PROGRAM 

Concern has b_een expressed about the proposed supply of en­
riched uraniwn to the British for their nuclear submarine program in 
the post-1970 period on the following grounds: 

I. Such an arrangement might complicate our relationships 
with other countries which have requested, but have not received, US 
assistance for naval nuclear propulsion programs; 

2. Purchase of s·ubmarine fuel from the US may enable the 
UK to compete more effectively with the US in the international nuclear 
power market; 

3. Such an arrangement is unwarranted in view of UK trade 
with Red China, North Vietnam and Cuba. 

These considerations are discussed in order. 

l. Effects on·us Relations with Other Countries 

The United States has had a major influence on both the 
hunter-killer and Polaris submarine programs of the UK. We have 
provided both a complete reactor for the first UK nuclear hunter-killer 
submarine and continuing substantial technical assistance under the 
1958 Mutual Defense Agreement. The 1962 Nassau Agreement resulted 
in the UK undertaking its Polaris submarine program. Under this 
Agreement, all of the UK Polaris submarines are to be committed to 
NATO. The UK is also assigning all of ~ts nuclear hunter-killer sub­
marines to NATO missions . 

•. 
Up to now, the UK has provided fuel for all its nuclear 

submarines except the first one, using material produced at the Capen­
hurst gaseous diffusion plant. However, the top stages of that plant • 
were shut down in 1964 at the time the US and USSR were also announcing 
cutbacks in the production of weapons materials. Additional highly en­
riched uranium suitable for submarine fuel could be produced at 
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Capenhurst only after considerable expenditures by the UK. On the 
other hand, the US can supply the submarine reactor fuel needed by the 
UK without difficuity . 

. In light of this background, an unfavorable response to 
the UK would have the disadvantage of introducing an unnecessary 
abrasiveness into US-UK relations. Indeed, forcing the UK to resume 
production of highly enriched uranium at Capenhurst could be regarded 
as a distinctly unfriendly act in light of the U_K' s recent financial diffi­
culties. In addition, renewed production by the UK of highly enriched 
unsafeguarded weapons-grade material might serve to emphasize the 
gap bet~een the nuclear "haves" and the 11have not" nations at a time 
when the US and UK are making a serious effort to achieve a Non­
Proliferation Treaty. 

Agreement by the US to sell nuclear submarine fuel to the 
UK would be unlikely to -cause new'feelings of discrimination on the 
part of other nations to which the US has not provided assistance in 
the field of naval nuclear propulsion. The long-standing cooperation 
between the US and the UK in the nuclear field is well known to our 
other allies, and they would probably view the sale to the UK of nuclear 
submarine fuel as a natural extension of existing arrangements. All 
requests by other nations for assistance in naval nuclear propulsion 
would involve the initiation of new programs rather than continuation 
of an existing program as in the case of the UK. 

' 2. US- UK Competition in Sale of Power Reactors 

, 
Provision by the US of the amounts of submarine fuel 

the British have requested would allow them to release for their nuclear 
power program· only about one-tenth of the amount of low-enriched fuel 
required for the initial loading of one medium-sized power reactor. 
This would not be of significance in the international market ~or nuclear 
power reactors. 

Last year the US entered into agreements with the United 
Kingdom for cooperation in peaceful uses of nuclear energy under which 
up to 10, 000 kilograms of U-235 will be supplied to the UK. M~ch of 
this material will be used in the British ·nuclear power program. 
These agreements could, of course, have the effect of releasing 
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----British·enriched uranium for potential competition-with the United 
States. This concern was raised during the hearings on the agree­
ments held by the Joint Committee on Atomic Energy. However, the 
conclusion was reached that the sale of uranium to friendly nations 
at prices which fully cover the cost of production should not be with­
held because of their _ability to compete with the US in the international 
reactor field. In view of the US agreement to provide the United 
Kingdom with nuclear material for civil purposes, it would be diffi­
cult to justify, on the basis of possible competitive advantage, with- • 
holding material for use in an important UK defense program which 
contributes materially to the common defense and security. 

3. .UK Exports to North Vietnam, Communist China and Cuba 

The UK does not permit the export of strategic goods on 
the COCOM list to North Vietnam, Communist China or Cuba. Its 
exports to North Vietnam in 1966 amounted to only $104, 000 or less 
than one percent of the total free world exports of $12. 5 million to 
North Vietnam. British exports to Co~munist China and Cuba in 1966 
were $93. 6 million and $22. 7 million respectively and accounte'd for 
7 and 9 percent of these countries' imports from the free world. 
Although the US has discouraged British trade with North Vietnam, 
Cuba and Communist China, the UK Government is not in a position 
to prevent private companies from engaging in non-strategic trade 
with these three countries, 

It would be difficult to justify a refusal to provide nuclear 
submarine fuel on the. basis of the UK 1 s performance in the field of 
East-We st trade. 

,. 
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MEMORANDUM -THE WHITE HOUSE 

WASHINGTON' 
COP.fFIDEN''f'IAL . December 1, 1967 

MEMORANDUM FOR MR. ROSTOW 

Subject: Senator Pastore I s Letter to the President concerning 
Sale of U-235 Fuel for UK Polaris Submarines 

At your request, I have reviewed Senator Pastore' s letter concerning 
the sale of U-235 fuel to the UK £or use in its nuclear submarines. I 
believe that the original decision, which was agreed to by all interested 
agencies, to continue this sales arrangement was correct and that 
Senator Pastore' s suggestion that we reverse this decision would lead 
to serious political problems with the UK without any compensatory 
advantages. 

...:This problem must be viewed in the light of our specific and extensive 
commitments to the UK Polaris submarine program as well as our 
broader II special relationship" with the UK in the field of atomi~ energy. 
We have worked very closely and successfully with the UK on their . 
nuclear submarine program from the outset. This program took on 
special significance when we terminated Skybolt and encouraged the UK 
to produce their own Polaris fleet. Under the Nassau Agreement, we 
agreed to sell the UK Polaris missiles and all associated launch and 
guidance equipment. Moreover, the Nassau Agreement specifically noted 
that cooperation would continue under the Mutual Defense Agreement of 
1958, which covers the exchange of atomic weapons data, non-nuciear 
parts of atomic weapons, and the sale of fissionable material. Under this 
agreement, we provided the UK with the design information for the Polaris 
nuclear warhead which they now manufacture. In addition, we informed 
the UK this sUinmer that we would be prepared to give them additional 
information on penetration aids and measures to reduce vulnerability of 
their Polaris warhead if they were prepared to incorporate the improve­
ments in their system. It is in connection with this broad range of 
activities that we haJe also been supplying under the 1958 Agreement 
enriched U-235 to the UK to fuel their nuclear submarines. 
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1B the above context, I believe that it is clear that the termination of the 
sale of enriched U-235, even though it is only a small part of a much 
larger cooperative program, would be considered as contrary to the 
spirit of our Polaris commitment. Given the history of this program, 
this could lead to serious political consequences in our relations with 
the UK at this time. • 

Senator Pastore- suggests that the UK 
~ 

could in fact manufacture their 
own enriched U-Z35 fuel, The UK Capenhurst gaseous diffusion plant 
is a small, high-cost facility, producing only low enriched U-Z35 .. The 
upper stages of the plant, required to produce fully enriched material, 
have been shut down for several years and could only be· reactivated at 

. considerable cost. This would seem an unreasonable cost penalty to 
force on the UK at this tim.e. 

I do not share Senator Pastore' s fear of UK competition in the international 
commercial market for U-235 if we do not force them to us.e their Capen­
hurst gaseous diffusion plant £or the production of.weapons-grade U-Z35. 
The Capenhurst plant is very small and it cannot economically compete 
with us in the production of low enriched U-235 for commercial purposes. 

The central point in Senator Pastore I s argwnent appears to be that the 
continuation of our UK sales agreement would add to our difficulties in 
dealing with the Italian request to buy fuel for nuclear ship propulsion 
and th·e. Dutch request for assistance in the development of a nuclear 
submarine. I frankly do not believe that continued sale to the UK of 
U.-235 would significantly complicate our problems on these issues with 
these two or any other countries. The Italian and Dutch proposals have 
been with us for a number of years during which our II special relation­
ship" and cooperation with the UK on the Polaris, including the sale of 
U-235, has been in being. Since the II special relationship" and Polaris 
commitment will continue, I fail to see how the continuation of an existing 
.feature of the agreement could be seriously advanced as a.new argum.ent 
on the part of either Italy or the Netherlands. 

Finally, with regard to Senator Pastore' s concern about UK .trade with 
Red China, North Vietnam, and Cuba, I would suggest that punitive 
action against the UK in this field would be a most unlikely way to affect 
their trade policies. In any event, I believe this is a separate is.sue 
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that is irrelevant to this decision on this matter. I assume the State 
Department will comment further on this aspect of our trade policy. 

In view of the above considerations, I ·conclude that our refusal to con­
tinue to sell U-235 to the British for their Polaris submarines would 
undercut the close and successful cooperative relationship we have with 
the UK in this important area and would not really serve any other foreign 
policy objectives. 

I recommend, therefore, that we continue the sale of U-235 fuel to the 
UK for their nuclear submarines. 

Donald F. Hornig 

Attachment: 
Cy of ltr 11/20/67 
fm Senator Pastore 
to the President 
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Decembe~· 1s. 1?67 

Pear.John: 

~:!any tll.."'!.nkDfor your thoughtful letter on the Ult fuel request 
f.or thoir nuclea~ sulnna.rine program. l have had my people 
ta.ko a careful look at the itHroes you rnised. Their memo• 
ra.ndi!n-i on tha cut>ject is attached. • 

Their co,ncluaions seo..-n to me to make a lot of sense. The 
British liave been titaunch o.nd firm i'rlen.ds throuch r .. 1any 
c:!.U.ficult moments; . their support £or our Viet-Nam policies 
hae b~en a zrcat ;:o\1rco o! strcn!;tl1 to nil o!_us. In liaht of 
thit? steadfast friendship. we ehould think lon3 and hard 
before taldng Gteps that could only injure this close 1·claUon• 
ehlp. 

I have decided. therefor~. to inform the British that we 
arc prepa_red to work out ar)r,roprlatc arrap.gern.e11ts £0~ 
the sale ot the requcatod fuol. Kno-c.vin3 your :cDervat1ons 

•cm this tna.tte1·. I dec1,ly approclato your willin~nos~ to 
.u~port rno in this decision. 

Pcrha~s yo\\ w'Quld. like to tru.:, wit!1 De.:?.n Run!-: or Nick 
I:1::lt&enb~ch :uout t!ds further to get a more de{:.;-iilcd pie• 
tui-e of tht: con;:;i<le1·ation.s that led to m.y decision. l l...now 
that eith~r o.£ thorn would be ha.1,r,y to do so. 

Sincarcly, 

Tho Honorablo Jolm o. Po.otoro 
Ur.ited States SCJW.tc 
Wasblngton. D. C. 20510 

LBJ:Slv!K:jb:12-lS-67 
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Tim 5UPPLY OF ENPJ'.CHED Uat~:NIU:v! FUEL 
FOR TH:C UK _sun:-.,A.AlU.NE:PROGil.c:'\?,1 

Concern has been expressed about tho propoaed aul?ply 0£ en­
riched uraniurn to the Dritio.h for their nuclear submarine program in 
tho post-1970 period 011 the following ,groW1ds: 

1. Such an arrangement rA13ht complicate our relationships 
with other coW1trioa which havt, reciuostecl, but have not received, US 
asoistance for 11.a.vcl.11uclear propulsion programs; 

2. Put'ch.aso o! cubr.n.arine !uel from the US may enable tho 
UK to compete m.orc c!.Ccctively v..ith tho US in the international nuclear 
power .ma1·ket; 

3. Such an arran;_;e...--nent is unwarranted in view of UK trade 
with Red Chiro, North Vietllall\ and Cuba. 

These considerations ar-o cUsC\lDsed in order. 

1. Effects on US Relationo with Other Countrie• 

The- U1uted Sui.too ha.o !tad a major influence on both the 
bunter-killer and Pol::uis sutnnarine protrm-a.s o! thQ UI-C. We ha~ 
provided both a complete l'eactor for the first UK nuclear hunter-killer 
aul>riiarino n.nd conth1.uin3 :.l.\hst::illtial technical ae::;iotance under the 
19531-,1utual Defcnso Azreement. Tue 196Z Nas;:;au Agroement resulted 
in the U}: \mclerta.kin3 ita Polari~ submarine p:rogra.-n. Under tJtlo 
.AgrOe!!lOnt, all oi the UK Pola1"h su.br.a.:u-ines are to be cor-!'lln.itted to 
NATO. The UI~ is nlso n:iSiJnin3 all oi its nucle;].r hunter-killer sub• 
tnarin.e:J to NATO missions. 

Up to .now, the UK has provided !ucl for all its nuclear 
aubniarines ~copt tl1e fi:i.•~t one, u:dng rn.atericl produced at tho Capen• 
hul-~t gaseous diffusion plant. Howover, 61e top stages of that plilllt 
were sh\.lt down in 1964 at the tune the ~S and USSR waro also announcing 
cutback.$ in the production o! wea;:JOns ntatcrials, Addition.nl highly en• 
riched uraniu.srn suitable !01· subxnari.'lo fuel could be prod-.iced at 

DECLASSIFIED 

Authority Nk~°\'!>--fl5:; /. 
Bv~- NARA. Date ~.It~~ 

https://Addition.nl
https://sun:-.,A.AlU.NE


oenr !fl suwr1tJ-

Capenhurst only after consiecr~e exrenditureo by tho UK. On the 
~1er hand. the US ca11 su:,ply the submarine roa.ctor £uel needed by the 
UK ,vit!tout difficulty. • 

1n light of this background. nn un!a.vor~ble response to 
the UK would have the dfoatlva. .. tage o! introducing Q.."l. wmocessary . 
a.brasivenes!J into US-UI< relatioun. Indeed. !ol·cing the UK to reS1.une 
production o.r luehly Clx:riched urn.niurn at Q,.~cnhurst could be rega:-ded 
us .o.<.!istinctly un!rlcndly net in lizht of the Ur~• s recent financial diifi• 
ccltic:... In addition, rcr,...ewed production by tho UK of hi&,hly enriched 
unsa!eguardcd weaj?onD-grado rnato1·ial :miJbt nerve to e:-:.'l?hasi;;:;e the 
crap between tho nuclear 11havcs 11 and the 11 r...avc not 11 nntions nt a tirne 
when tho US an<l Ul( are rnakinz a s.;?rious effort to achieve a Non­
Proliie,1•ation 'frctity. 

J\ire~:-."1.ent by tllc US to sell nuclear subr::iari110 fuel to the 
UK would be willkely to .cause new fcolincs of tlfac?-ir.nino.tlon on the 
part o! other natio113 to which the US has uot provided assistanc~ in 
t.."le field of navnl. nuclear propulsion. The lon~•standinJ cooper~tlon 
between the US ~--id tho UK L-i the nuclear field is well knovm to our 
other a.llics. and they would probably view tho oalc to the UK of nuclear 
submarine fuol a.s ti. n."!.tural extension of e,dstin~ arranz<u-nents. ..:\ll 
requests by ot11e::: nz,.tio:is £or a,e:;fotancc in naval nuclear propuleio1\ 
would involve the· initiation of nc,v pro:;rama :r;:i.ther th3n continuation 
of an o.~stin.z pro,;1:a.m. as in tho case of the Ul~ 

; z.. us-ur.cCo::::rl~)Ctition in Sole of ?o•.ver ncactor& 

Provision b,~ foe US o:! the a..-nouuts of auo:rnarine !uel 
the Brlti~h have r~uc~tcd would allow thorn. to :release for their nuclear 
po'\vor pro;rilr..'l. only about on.c-tenth of the amount of low•endcllcd £u.el• 
required for the initiu loadi.-.,3 o! o:ae rnedium.-oi::cd power reactor. 
'I'his would not be o1 si3nificancc in the international market for nuclear 
power re.:i.ctorrJ. 

Last year the US entered i:1to aJrccrncnta wit.i."'lthe United 
KinGdom !or coope1·~ion in peaceful usco 0£ nuclear cucr~ under which 
Up to 10, coo!dlo::,;..-a.ma o! U-235 '\Vill be SU?plied to the u:~. Mu<:!L or 
this m.aterfa.l will be used in the n1•itish 11uclca1· :,ow~r pro~ra.~ 
These azrcor.acnta could, o! co~r~et have the effect of releasing 

»?tDIBliiii:Hfi:£ £15,,. 
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Britioh enriched ura.niun1 _£or potential comp0titi011 witb the United • 
States. This concern was-.raised du.rinr; the hoarin~s on the agroe­
mcnto held by tho Joint Cor.unitteo on Atortdc Enerzr/• However. tho 
conclueion w-ao roached that tho sale of uranium. to frienc!ly nations 
at prices ,;.,Juch £ully cover the coat of production nhould not be vii.th• 
held because ol theh· ability to cou-1.pote ~Jith the U::..~in the international 
,:cacto'?' field. In view of thG US a:;recrncnt to i'?'Ovide the United 
Kinzdom with n\tclca.r matei-lnl for civil purpooes, it ~,ould be diffi• 
cult to juf;t.ify, on the b:l.i:.is o! posolble conipetitivo ~<lvnn.taze, '\'"lith• 
holdin5 material !or uoc in :m hnportant UK dcfcmse whichi?i"O;:!:i.-a.rn 
co>itributcs materially to the com:r~on defense and security. 

3. UK E~lOrts to North Vlot!t.c-un, Comn1.\lnist China nnd Cuba 

The UK doe:l not ~rrnit the c~r1ort o! stra.te3ic good~ oa. 
tho COCO1',1 list to No1-th Victn.an:1. Co~.ar.nurJGt China or Cuba. Its 
c:q:x>rto to Horth Vietnam in 1966 arnounted to only $1~. 000 or less 
th.."\n on.o p,crccnt of the total £1·co ,..-,orlcl e..··q,o,:ts 0£ .$1Z. 5 tnilllon to 
No1·th Vietnati.1. Dritbh C."Cpo.:tc to Comtnunist ChilU. tmd Cuba in 1966 
v,e:;:o $9l. 6 million and $22. 7 million resp~ctivcl, a.--id accounted ;fo1• 

7 and 9 perco11t of these .coU:1trics' imports from the free world. 
,.1\1.thou;jl. the US haa iliscoui·oi;ed Dritioh h·ado with :North Vietnam, 
Cubn a."'ldCom~1.unist China, the UK Govei-runcnt is not in a position 
to preven.t ~rivatc corn,anica from. engaging in non--otratcglc troo.: 
with-t.hea~ t..11.:rcecountries. 

It would be difficult to justify a. refuscl to provide nuclear 
submarine tuel on the basis of tb.e Ult 1a ponot-r;-iruice in foa !ield o! 
Eaat .. Wo 3t tr3de. 
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Monday• 
.December 18 , 196 7 

M.EMOJlANOO'M FOR THE PRESIDENT 

SUBJECT: Edenaloa of US-Mwco Radio A&rHmellt 

Laat Febnary P'1 authorised extenaloa of the 1957 US-Medco 
Sb.Aclard Baacl Radlo Broadcaatiq Aar••meat wJail• .u1oti&tloaa 
for a 11ew aan•meat coatlaud. 

Thi.• exteaaloa termlu.t•• on December 31, 1967 and the aeao­
tia.tloa• are •Wl aot flalalled. State waat• a new extnaloa uatll 
December 31, 1968, or watl1 the new apeemeat come• lnto force. 
whlcbe,rwr la earlier • .For thb your •lp1&t.re of tbe attached 
lull power aatborialq AmlM.aaador Freeman to •lp the ezteaaloa 
l• ftfl'llred. 

Molt of the new a1reemellt ha• be•• .. ,ottatect Ind there are etlll 
four o•htanc0•1 b•u••· State haa tried to lllllrry •P the clbc11aaloaa, 
but the Mexican• haYe ••• •low la ref"poedla1. 

TM full power h1f'l••t baa been coord.haated wl&.h FCC aad BOB. 

W. W. Roatow 

Atta.chm.em 

J'ull power for eipatu-e 

https://Atta.chm.em
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Moaday, December 18, 1967 

Mr. Prealcleat: 

SUBJECT: You MffUaa with Amla11adorRobert McBride (Colaa•) 
(12 noontoday) 

Thi• mNtlq can be aa loaa or aa abort a, your acbedule 
permlta. McBride l• home 011 coaaaltadoa. He will want to 
report to you on the 111cce11 of our C-130 operatloa, and tell 
you where we now atand on the mercaary problem. It will alao 
be 11Hlal for McBride to be able to tell Prealdeat Mobubatut he 
talked to JO'l• 

Tu 100-plu white merceraarie1 are 1till llttlq la an 
lJltenmeat camp 1nHl1llboria1 ltwaada. All alna, Molnltuha1 
i111llteclon two coDdltloa• for lettiaa the white• 10 back to Evope: 
(1)1uaraatee1 from pareat coutrl•• (Belpam aad .Fraace) that 
they woulcl not retvn to the Ceapi aad (2) tome comp•aatloa 
for damaaa. The problem l• belaadlaaaaaed th11 week.ad at 
an Ea1t A&lcaa Cblef1 of State mffUaa la Uaaacla. MolNtu la 
at thl• mMtla1 to pnH hl• caae. 

y ... , wla 

1. Wbat are the pro1pecta for future atabllity lDtbe 
COllp: 

2. If thla11 look ucenala.. what can and 1boulclwe 
do to aftld aaotller C-130cn1l1? Tile C-130 
nperi•c• on tile Hlll ladlcat•• bow toqll lt will 
be la the future to ball Mob\lta out of aome •m•r1eacy. 

W.W. Roatow 



---

Moaday 
December 18, 1967 

/: Jo 

MEMOR~NDUM FOR THE PllESIDENT 

SUBJECT: M••••I• to Au ■trallan Goveraor Oa.eral 

In addltloa to the loa1e.- me••••• to Deputy Prime Mbuater McEwen. 
there 1hoald be •orne rneaaa1e from yoa to the Auatrallan Ocwernor 
G•-••1. Richard Lord Caaey. State'• •1111••tlo11 u: 

"Word• cannot expr••• my ahock and ■ orrow at the tra1lc 
accldent which baa befallea Prime Mlalater Harold Holt. 
He waa the 1allam leadel' of a 1reat 11&tlon who•• tie• wlth 
u• 1row atroqer every ••Y• I wa ■ prCNd to cOUDt hlm 
•mGlll my ffl08t truted frleada. My thOllp.t ■ today are 
with hl• family and with the Autrallaa people, who•• 1rlef 
I a1'are... • 

I recommend you approve lt. 

W. W. R.oatow 

Approve/ 

Disapprove 

See me 

MWrlght:wpt 



1se•zr 
By 1~ MoadaJ', DecemlMtr 18, 19'7 -- 1:55 p. m.~-

Mr. Prealcleat: 

Lake Battle ..al haft Jw.•t •••• Mr. Jame• E. Blrdeall wbo Ila• •••n 
Prealdeat Naaaer la Cairo. 

a letter to yCM&from Preekleat NaaHr whlca ••Y•• appareatly, 
that he wl••• to reamne aormal 100J1 relatloaa wltll the U. s.; and 

that Mr. Blr•..n la caz,rylq a Yernl me••--• to you from 

Blrclaall tell••• that the Terbal me••••• npnaeata a atep lla•••r l• 
prepared to talte wa1ch lie. Blrclaall, n1arcl• •• coaatractlve. Blnl■all alao 
aaya that be ba prom.I•- to •11ver the verbal me ■ ... • to yo,a aad to ao one 
elN. Tile reaaoa lie 1• canylaa a letter l• tbat h.e, Blrcl•all, laelated to 
Na•••r that he mut .bave aome ltoaa fide to l,ack up the me••ac• he waa aaked 
to .. 11-nr fltrNll7 to you. 

Blrclwl ••J'• that tu reason ,my Na•••r laalah OA the me••aa• INtlDa 
••ll'ffNCI ftrlNt.llJ' la that hi• "per•-• NCVltr' may 1"t bwol'YMI 1,ec:a .. e of 
llavlas takea ao forward a •tep. 

Blrdaall ••Y• that •• a maa of hoaor be casnet deUver tbe meaaaae to 
aayoae bid tile PreaWeat: that lt would take at the moat·. 3 • mlnllk• • of yow time; 
a.ad lf he doe• DOt ••• ,.._ he will elmpl,- repc,rt ltack to the Eayptlau that 
he failed•• a meaN111er ~- He u1••• •• a cltlua. tbat he be penaltt.41 to 
dell••r the me••••• He rla,b.tly •••n-e•that NuMr. wltb ala c.rio.. 
peacballt for alde •iplal•• will re1ar4 a fallware of. Blrdaall'• ulllty to delh'er}' 
•• a rebuff lay the U.S. to Effld aad to lalmaelf per....,lly. 

Both Lue Battle a.ad I feel tbat la the carlou clrct1m•tance• of all thla. 
with a •ipMMIperaeaal me••••• to yo• from Na ■Nr appar..U7 la .baatl. J'O• 
oaaht to ••• Blr••all aacl hear Illa Yerbal meaaqe. 

I am mald111 available a copy of tbl• •~lat.ly to See. Ruk thi-oqb 
Lue. You may wln to aak Sec. Jlu•k Ill• own •lew. 

w. w. aoatow 

WWRoatow:rln 

https://�~lat.ly
https://penaltt.41


Sl!CRE T/SI.NSITIVE 
Monday, December 11. 1967 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Balallce of Paymeate Pro1l'am 

At Tab A la Secretary Fowler'• memo recommeadinc anlaction program 
for the balaace of paymeata. It waa completed today and la now bein1 atalfed 
out. Oar objectlye la to 1et the Cabinet Committee recommendations to 
yo• within. a week. 

Tbe follolrlaa elemeata ol the pro1ram ha•• been worked out and are 
not Ubly to be coatrcweraial: 

1. Export expaaaioa meaaure ■ thr°"&b: 

lmprOYod financing facllitl•• (lar1ely throu1h the Ex-Im). 

a bigor export promotioe pro1ram (with a 1radual lncreaae ill 
the Commerce bad1et from $11 million thie year to $50 million 
a, .... DJ 1973). 

2. l\educla1 the foreip excm&• coat of 1ovormneat pro1rama tbroqh: 

IMJ--••laa more offaeta on military expendltarea; 

new tecluwpae• for tJllll aid and maklllc aure tbat it .do•• aot 
roplace commercial export.. 

3. Promotiq loreip iDY••tmeDt lA the Ualted State ■• 

Tho coatrovoralal i•••••and the bl& elementa in a new pregram -- are: 

1. Boner tax adjutmeat■• Thia meana calculatla1 the •moua• of 
badlrect C&ae• mamafactu.rera pay and rebatln1 it on export• and 
addin1 lt aa a 1...,. on lmporto. The amount belag dlacldaed rana•• 
from 2-,. to 4S. Tile '1ltimate trade elf ect would be alpiflcant if 
the other couatrie• • tood for lt. U tbey dld not. we would be in 
a trade war. (Le1i•latlea r-.uirod) 

H Oft E1.' /SEfWiffVJ: 

Authority..;.;f)u._~_.;,~-------"--

By4! (*, 



JmeltS:T/HN51TIVI: 

z. MeutUe■ • rNace capital expo it• tun11' tiab.tnJ.aa the 
YOl•tary prepama .. 4.bect la.e•lm•ata alMI on bulk ere4lt 
(ao lealalatl• bat ape,-J.ar with bula•••m•). 

J. 1ac, .... repatriation of •rn.ba1• da.reqla. a temporary tax on 
maba1• retalaecl abroad •'-r• they exceN 211'. of the total 
earaM abroad. (Le1lalatl• r .. wu) 

"· 
Darta, tb.• cov•• of Ud• •••k• we wW ••tout for you llow rmach •• 

belln• may be aee4ed. bow mack •cb. ol tll••• acUene mlabi brla1 la. th• 
a4Yaata1•• and dlnclnata1•• of dWerellt mis•• and wllat •• may --,.ct la tbe 
c..pae. 

Secr•tary J'ewler l• ••Ubla 11p •mall ta•k fore•• for each ol the major 
.... tleu. 

Tu Demla1 Ciroap will lffk at U.. prosram u a wa.ole aacl 1Mk to ptd lt 
bt -:mbera. Fowler wlll a1k you wbetber JO" ••• aay o1tJKttoa• to hi• abowiaa 
hi• memo to yoa to the Demta1 Cin.p. THJ wlll ae.a lt to do a proper jell of 
••••••meat aad wW baule it wltll cue. 

W. W. R.oetow Jo• Califaae 

HCR.li T /SleHSRl.YJ; 
ERF:mat 

https://SleHSRl.YJ


INFORMAnON 

w..aa,-.DeceD\Nr 18, 1967 
9:40 •••• 

. Mr. Pn•l•eat: 

To aaYe time l ••• lm.me4lately 
thl• appNNM:ll to the peace matter, for 
10:00 a. m. 

I cuekMI lt with Bill ._., who 
say• 1t la altay la tlua form. At till• 
putlclllu momeat lie 4Maa't tlllak we 
ab~ OftrtlJ pn ■■ Tille• 1te,... the 
fifth para1rapla. 

W. W. llo1tow 

WWRoatow:rla 



Monday, December 18, 1967 

This war could be ended in a matter of weeks if the other side 
would face 5. simple facts. 

First, the demilitarized zone must be respected as the 1954 
Agreements require. The unity of Vietnam as a whole must be a matter 
for peaceful adjustment ·and negotiation, probably over a long period 
of time. 

Second, the North Vietnamese forces must get out of Laos and-
stop infiltrating through Laos. That is what the. 1962. Agreement requires 
and it must be respected. 

Third, the overwhelming majority of the people of South Vietnam 
want a one man, one vote constitutional government. About 70% of all the 
citizens who might have voted in South Vietnam registered in the election; 
almost 60% of them voted. 

Fourth, the 2.0% or so of the population now under Viet Cong control 
must live under a one man, one vote constitutional system if there is to 
be peace. 

Fifth, #a:er::rferr,-, en-tm-s-b-a;str:tb·e-:5c ••lx \ 5tutnam:ggg:;rnott.ta=YU:t±t 
talkd-u~at4tO.W-=to end' 6 effe s1.w>tfi3iand:]ivrjqgetbsr lift ibaA88iir'i'5 i 

one W?eR, eua::46te=s:y:gUfrn. President Thieu has said the South Vietnamese 
government is not prepared to recognize the NLF as a government and it 
knows well NLF 1s control by Hanoi. So do we. But he also said he is 
prepared for informal talks with members of the NLF and that these "could 
bring good results. 11 WR...~ -ate; ~ av ~~ ~"f:\J • 

I hope the other· side responds to this offer. That is why our statement 
of December 8 said 11We believe that the South Vietnamese must work out 
their own future, acting through electoral processes of the kind carried 
forward in the last two years.... The political future of South Vietnam 
must be worked out in South Vietnam by the_ people of South Vietnam. 11 
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Moaday, December 11, 1967 -- 8:00 JI. m. 

Mr. Pre •Weat: f~fY 
BrleBJ the Aaatrallaa altu.tloa l■ a■ follow■ aa of 1 :45 a. m. thl■ 

meralaa. 

Tlae flaaeral or mamorlal aervlce for Prime Mlal■ ter Holt wW 
probaltly 'be bekt Oil Friday. December 22, at 11:00 a.m. la Mellaour• 
or Caaberra. (Tab lJ 

Thie• had planaed to ••ad Ky b'llt will go ldm•eU lf JCMI 10. (Tu 2) 

Park wlll 10 lf yo• 10. (Tab 3) 

Sa.to ha• a ttcnaclal Diet tlebatatt at which be maat peraoaaU, be 
preaeat Mat will ••ad KawaaJllm&, Vice PneWeat of the Liberal Democratic 
Party and the moat Hnlor political pereea aY&llable. (Tab 4) 

Altboqll 111• sc:laedvle l• tlpt. Tllaaom will prON.bly 10. (Tall 5) 

Helyoake wW 10. (Tab 6) 

McMah .. 1• pl'181la& for the eacceaeloa of Holt, bwt Gcweraor-Geaer&l 
Ca•ey I• trylaa to hold lllm oU &ad wo111clllke McEwea to act for HTeral 
weeu \'Ultll the LOMtral Party can ■ort lt■elf 01lt. CaMy will delay Ill• 
formal aaaoancemeat that Prime Mlalater Holt l• pn•---4 clead aad mar 
ln M.cEwea at aooDt DecemMr JO ........ ,,. (T•~ 1) 

Aa a.thorlt&th-e accOUDt of llow Holt 1ot into troele ... the 
dlfflcultle • la tbe re ■ coe operatloa. (Tu 8) 

No won yet from Djakarta. 

W.W. Roatow 

WWRo■tow:rln 

fF£Ali••sENSinVE 
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DE.RUEHCR'4134Q3520549 
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· ·z 18©545Z DEc· 67 
·rM SECSTATE·WASHDc· 
TO WHIT~ HOUSE FLASH 

- Z 188401Z DEC 57 
• FM .AMEMBASSY SAIGON 

TO· SECST.AT-E ·wASHDC FLASH 2662 
-st.ATE GRNC. • 
·;BT -
~--CA EI SAIGON 13655 

NODIS.·:· . 
:LIJ.ERALLYEYES _ONLY-FOR THE SECRfTARY • FROM BUNKER. 

l HAVE JUST SEEN PRSSIDENT THIEU -WHOINFORMED M.E .TH.£\T 
HE'..)tAD DESIG_N.ATED VICE PRESIDENT KY TO. REPRESENT THE GVM 
AT-'SERVICES FOR ?RIME :1H!ISTER .HOLT BUT THAT IF PRE.SID ENT AND 
OTHER. CHIEFS OF' GOVERNMENTPLAN TO ATTEND HE HIMSELF WILL • 
GO. m: WOULD WELC0t'1£ OPPORTUNITYTO MEET WITH THE .PRESIDINT. 
HE 'W()Jjt,D LIKE T8 KNOW PRESIDENT• S PLANS AS SOON AS POSSIBLE 
so HEi CAN M!\KE 4R~ANGEMETS FOR TRANSPORTATION. HE wouu:r 
ALSO LIKE T~ KNOWWHCWILL BE ACCOMPANYING SOPRESIDENT 
T};{AT'HECAN MAKE PLANS· ACCORDINGtY FOR PERSONNEL WHO SHOULD 
~CC0t'1?ANY l-1~ '.'1. ::llJ:-!KER 
BT· -- • ' ., 

RECEtVtO
WHCA 

.... 

NNNN 

D~CLASSIFIED 
E.O. 12958, Sec. 3.5 

State Dept. Guidelines 
By~, NARA,DateS-15(-~ $ 
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REC€1VEO 
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19iSlDEC 18 05 54··~··zz R!JEPWW 
DE RUEHCR 4t33Q 3520553 

EA 

ZNY SSSSS . 
Z 180550Z DEC 67. 
~M SECSTATE WASHDC 
TO WHITE HOUSE.FLASH 
Z 180250Z DEC 67 
FM AMEMBASSY SEOUL 
TO SECSTATEWASHDCFLASH 7992 
STATE: .·eRNC 
BT: 

••DECLASSIF1ED• ii-~ RE T S~OUL 29~7 
E.O. 12958, Sec.'3.5 

.NODis;· •• .. State_Dept.Guidel~nei • · 

. ·.. By~NARA.DC1te6""·(~::t$f_
SUBJ:: ATTE~DANCE SERVICEHOLT MEMORIAL 

REF: ·srATE 85868 

l. -.PRESIDENT PAK STATED HE WILL ATTEND MEMORIAL SERVICE 
IF' RPT.- Ir· PRES ,.JOHNSON DOES. 

2. PAK STRONGLY URGES THAT FOR OBVIOUS DOMESTIC POL_ITICAL 
REASONSHEBE ABLE ANN0uNCE HIS TRAVEL PLANS TO AUSTR~LIA 
BEFORt RPT BSFORE PUBLIC ANNOUNCEMENTIN WASH OF' PRES. 
JOHNSON• S PL~~ TO ATTEND HOLT SERVICES.· IF 'THIS NOT· 

• FEASIBLE, PM{ W~NTS SIMULTANEOUS ANNOUNCEMENT OF HIS. AND 
PRES :JOHNS0W S PLANS TO 80 TO AUSTRALIA., • 

3. C0MmENT:SINCE PI\K DESIRE FOR PRIOR PUBLIC ANNOUNCE-. 
MENT CLEARLY RELATED TROOP.. DISPA'I:CH PROBLEM,. RECOMMEND 

_r.' • ....... . 

~ PAGE 2 RUAL0S 2957E-' ·e·ef\ l!. £ 
' 'HE BEi G !VEN OPPORTUNITY t1AKE ANNOUNCEMENT ON TR4Vtt PtANSi .. 

FIRST. 

4. THOuGH Q!J'!.STI0N OF .TRANSPORTATION NOT. R~.ISED, URGE . 
W,~S-H.INGT0NCON$1DERPOSSIBILITY OF RESPONDING AFFIRMATIVELY 
AND,PROMPTLYSHOULD?AK ASK-FOR USAF JET' AIRLIFT 
TO ~ND FRO'•! AUSTRALIA FOR. HIMSELF AND HIS- PARTY~ • 

: • 9P-3. P0i::TER 
ET 



1%70ECf8 09 oo 
1 ' ~' • • ZZ RUEPWW . . 
. DE RUEHCR 4 t55 Q 3520856 

ZNYsssss· • 
Z 18085 0Z DEc· 67 
FM SECSTATE WASHDC 
TO ~HITE HOUSE FLASH 

Z P_·t 80803Z DEC 67 ZFF-4 
FM AMEMBASSY,TOKYO 
TO· 'Rt.r'EHG/SEC'STATE WASHDC. FLASH 7797 
INFORnEHCR/AMEt1Bt1SSY WELLINGTON PRIORITY 113 
!N/AMEt~BASSY SEOtjL 617 •• 
ZEN/AMEMBASSY 851MANILA 
ZEN/A~lEMBAs·sy s~.I GON 13 75 
ZEN/AMEMEAS.SY·,BANG'!{OK740,: 
ZEWAMEMBASSY ,D1J.ti,KARTA 334 DECLASSIFIED 
$ATE·GRNC : E.O.12958, Sec. 3.5 
sr· .-· • State Dept Guidelines c~ 
.:!t- C ·'a:&E. T TOKYO 4056 • By~,NARA,Date '-r( g..-, 

NODts.· ... 

REF:· •A: STATE 85868 
B. TOKYO847 CNOTAL) 

PRit•lE- ·l'•fINISTER REGRETS THAT BECAUSE OF· CRUCIAl:. DIET !)-EBATE, 
AT W_l::{_IG_H Y ·BE PRESENT, )T NOT BEHE MUST PERSONA.LL WILL 

?AElE 2 RUALOT 4056D. qr i!. C R J. T• - - , 
·POSSIBLE FOR HIM TO ATTEND SERVICES FOR. HOLT IN-AUSTRALIA. 
AS.OTHER CABINET MEMBERS MUST ALSO BE PRESENT AT DEBATE, 
HE- PLANS TO SEND SHOJIRO .KATJlASHIMA, VICE; .PRESIDENT' OF LIBERAL 

·DEMOCRATIC PARTY, AS MOST SENIOR •• POLITIC.AL .PERSONNAGE 
AVA lL~,B LE • • -· 

JOHNS.ON 
BT. • 

NN'NNDBR!7 

https://JOHNS.ON
https://POLITIC.AL
https://PERSONA.LL


1%7DEC 18 05 49·-
• • • •' ZZ ~-UEPWW 
DE RllEHCR 4135@. ·3520545 
ZNY SSSSS 
"z 18354 02'. DEG 67 
FM SECST!\TE WASHDC 
TO WHITE HOUSE FL!\SH 
Z O 180417Z PEd 67 ZFF-6 
tM. AMEMBASSYBANGKO}( 
1'0 RuEHC/SEC$TATE: WASHDC FL~FR 3391 
• JNFO. ZEN/AMEMBASSY MA~HLA !MMED!AT:E: t~ei4 
ZEN/AMEMBASSYSAIGON 2967 • • 
ZEN/AMEMBASSY 223WELLINGTON 
ZEN/ AMEMBr.iSSY _DJAKARTA 705 DECLASSIFIED 
ZEN/ AMEMBASSY TOKYO. 943 EO. 12958,Sec.3.S 
ZEN/AMEMBA'SSY SEOUL 490 St~te Dept. Guid,elines 4\<&_ 
• • STATE· GRNC · • ~J)_ NARADate~ \i • 

· BT ••• . By---U---- , ' 

.ti B C· R E -1 BANGKOK_7507 

·NODIS 

''rrts ONLY FOR THE .SECflE_TARY ·l\ND>.AMBASSADORS 

., REF.: STATE 85 868 

·1\ THIS MO~NI:~G I SPOKE TO PR1!11N ALONG LIN~S DE:PTEV. 
!HANbM SA ID HT!: wou1·n LIKE VERY MUCH TO GO TO AUSTRALIA 
FOR THE SERVICE BUT HE COULD NOT DO S.O lF' IT WERE HELD 

• ON WEDJ~ESDAY. ON THAT DAY HE MUST' BE PRESENT IN KHQN 
KAEN WHEN HiS MAJESTY. THE KIN.G FORMALLY OPENS t-HE>NEW . 
UM!. ·v·E.RSITY T"H,...Ri:- • . .. • • 

~·- ·4-••· ' • >a. . .. ,l!. ~·· . 

2. THE ·PRIME MINISTER .ALSO coutD NOT, COM!UT HIMSELF 
ON FRIDAY, Bur SAID HE WOULD GO THEN IF PLAN'E . . ' 

., SCHEDULE GOULD BE ARRANGED; Q.ANTAS HAS ALREADYBEEN ASKED BY 
HJ.S OF]:"IC£ TO TRY· TO WORK OUT ACCEPTABLE SCHED1}l.E •• PRIMIN 
COuLD LEAVE WEDNESDAY P.M. OR THURSDAY A.M., Bur .MUST BE 
BACK IN. BANGKOKON SATURDAY, r.HE 23RB. ON THE 24TH f.AR~Y. HE 
LEAVES .Fo;-:i VISIT TO THAl 'FORCES ,IN SOUTH VIEtNAM,. FRO~ WHICH 
HE WJ:LL. ,RETURN TO B,4NGKOK ON. THE 25TH, (THIS -IS APPARENTLY WHAT 
,HAS BEEN WORKED onT BETWEEN· RTG AND GVN SINCE., REPORT CONTAINED 
MY TEL 7489 OF DEC 17.) • • • • • • 

, . 

$.· I E.MPHfl SIZEO PRF.:SIDENT• S PERSONAL· INTEREST lN 
MATTER, VALUE OF GESTURE AND USEFULNESS Ot INFOR~LI\L MEETING 
E-VE:N IF BBIE!i. MY IMPRESSION IS THAT THANOM WILL. MAKE GREAT 

, EBFORT ATTE~m IF SERVICE ON ,FRIPAY, AND ESP£C'IALL't lF MOST OR 
At.i.. OTHER CHlEF'S .FROM AltEA •..OF, GOVERNt~ENtS AT'J.>:END 
UNGER • 
B.T. 

t A .,. 



' •.• • 'ZZ RUE HEX 
Dt RUEHCR 4.124 Q 3520200 

• ZNY SSSSS ZZH 
• F'M SE·CSTATE WAS h'D C 
.INFO \fHITE HOUSEFLASH 
Z l80018Z DEC' 67 • 
F~l AMEMBA·ssy· WELLINGTON 
'TO/$E'CSTATE WASHDCFLASH~·1196 
:srATE .G.RNC,. 
,;BT · • 
Ulil:· .•. JCE ·t-.WELLINGTON' ·1005 

/ :··Nonx:s-
REF:- STATE' 85$68 

.···.·1•. ·PRlMIN HOLYOAKE IN CP.BINET SESSION ANO NOT 
~IMMEDIATELY AVAILABL.EB!!T SECRETARY OF EXTER.NAL AFFAIRS 
LAKING ASSURES MS THAT PRIME MINISTER rs· CERTAIN TO ATTEND 
HOLT -FUNERAL. LAKING BELIEVES ?RHUN WILL NOT WISH TO 
O}SCtJSS iU~lER11L PLANS UNTIL: HOI:,T DEATH_OFF!C'!ALLY CONFIRMED. 

\ 
2 .• ·WE B.ELIEVE HOLYOAKEWOULDWELCOME OPPORTUNITY 
TO 'TALK 'INFOJU!ALLY WITH PRESlDENT IN CANBERRA• 
HENNING • 
-BT.-

-/ 

'. 

DECLASSIFIED. 
E.O. 12958, ·Sec. 3., 

State Dept.Guidelines 'i 
·By~, NARA,Date~--c~---1---
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0 R 1807102 -D~~ 67 .ZFF~i j 

FM AMEMBASSY'CANBERRA 
TO SECSTATE WASHOC IMMEDIATE1'73i 
WHITE HOUSEWASHDC''.. -·,:•~ • DECLASSIFIED,
iNFO CiNCPAC / ,:__ • \ E.O. 129581 Sec.3,, ••• _

'.: -~.i -/; State Dept. Guidelines ... J #L.> -,~,,,'-•• .'l\ • ,_., 

. ·..... ,;, .. 
By~ NARA, Date, ..J.f·fl~ 2€ L .A 2 .CANBERR~ i~667 

EXOIS 

CINCPAC FOR POLAD 

REF i ,: 'CANBERRA 2656. 

iQ IN COURSE OF .LUNCH'TODAY G6V~R~OR•GENE~~[EXPRESSE5 HIS 
PERSONALMISGIVINGS AT POSSIBLE COURSEOF DEVELOPMENTS 

1,fOLLOW I NG .HI s PL.ANNEP1QECl.Aij_ATi ON T.H~'l'.'-p~ IM; M_INi STER 'HOLT 
,t. J-e_~EsUMEDDEAD•: -HE· TOLP, i!"IE:~E ..CONVl~C~O.WA§ 't'ERSONALl,,,Y 

{.~;,, ,tHAT OEPUTX-·L.I BER AL,.LEAQE.R·,ANO JREASURERWI.LL I AM MCMAHON 
't,._ ' ' 

'? 
~...... 

,•·I 
• ' 

PAGE; 2 RUEHBAC 266; • i I R :i i ,.,. 
~OT RPT NOT tHE ·MAN'TO L~AD AU~t~ALI~ ANDHE. 1NTEN6ED 

:: 
I io EXERCISE ~O~E-.lNFLUENtE IN iHis REG~~6. ~~ H~D ·PER~ON~~Li 

D,S(:USSED ,SITUATiON WfTH POEPUTY PRIME MINisri::R .MCEWEN, .' 
MI~EXTAFF HASLUCK, MiNDEFENSE-·FAIRHALL ANDMINEOUCATiON SEN­
A.TOR GORTON ANQ FOUND _·i'H~ T-..~~L .. AGREE;_ MCHAHQN! S SEL.E:"T 1QN . 
MIGHT WELL egEAK .APART :COALIT~ONGOVERNMENTAND EVE:J FRA3MENT 
LIBERAL PARTY• • 

2a .CASEY WAS OBV ious1.;yAN~OY~O AT ·D iSCOVERY THAT' MCMAHON 

NOT TO BE REPRODUCED 

WITHOUT- THE AUTHORIZATION 

Gt!ltit ~CCUTIVE SECRETARY 

' ' 

- . - • ~ --;- ~---- ---··-·-· -- • .:- ·--r,:,,';'l"'• 



D.epartnzent of Stute 

PAGE 02 180739l 

'HAD ALREADY 'CALL.ED :MEETl-NG NATiONAl. 'COUNCILFOROF· LIBERAL· 
~EDNESO~~ MriRNiNG, PR~~UMA~LY fa PRESS ioR iMMEOIAfE E~EttiON. 
b~ NEW ~EADER• WHiLE :CONC~~jN~ fHif A~ bE~0fY -~iRi~· ~~ADE~ 
~CM~HON-~AD LEGAL RIGHf ·jo oo ·~o; tASEi ~E~i MOVE ~AS ~R~~iTURE, 
~AC~ING !N .G9oij T~§TE,;A~~:T~Aj iT S80WEO~i~ OV~R~HEL~~NG .

1 

~MB,I~IOf::1, •<;AS~y SAID .,HE PR0BAB~Y. WILL'. .,:HE HA_~~---~OW..,.QE_CIDED 
DELAy 'H ls. 'FORMAL ANNO~t-!C;MEJj·T PM H()I I. eeESUMED .: . . ..'./'lH+.I t;)E~I? 
X'NO ·Swt°AR'ING-IN OF MCEWEN UNT{L\/NOONDEC 20 TO OFFSET "THIS t 

, l ._, MOVE BY MCMAHON. .. • • - ~ 
',' 

311 :CASEY'FEEl.S "THAL IN ·ftME -OF NATLONAi.. TRAGEDY -SUCH AS i . -~' . .. 

PAGE 3 RUEHBAC2667 g LID IT t 
f.Hts, EMPHASIS sHouLo .. se:oN sTAaiL.ti'v AND coNrINuxrv .. ANo 
€oR "THAT REASON -~OeE~ ·MC~WEN ~i~~ ~O~TiNUE.~S--PRiME H!~I~f~R ~ 
~OR_·SEVER~LWEEK~ FOLLOWING Hl' SW~ARlNG I~•. HE_I~FER~ED_ i 
SENIOR LIBERAi- PARTY.LEADERSAND 'GOVERNMENT OFFICIALS ALSO . 1 
~GREED• • ' • I 

;o MCMAHON 10N_CASEY_T~fS -iFjERN~P~ ANp ~ASEi· WILL..:C~LL t 
EXPECTS «cONfRONTATlON» IN WHICH.HE ·PL.ANS TO TEL.L MCMA~ON 
~~itTS OF LifE;»_ HE A~~~RENf~9 iNfE~DS·fo. M;KE -~LEAR ·fH~j
ON BASIS OF ·HIS ,CONSUl-,TATIONSWfTH· OTHER ·POLJT!C,AI.. •.L.EAOERS-1 -1 

#~E iELIEVES ~C~AHON~$:~E~ttfio~ ~O~~~-~E.t~n~~Ef~Li 0~~~t~Pf~ . 
./ ,A6LE TO .COUNTRY PARTY, -COAL iT 1 ON WOUL;O;DIV I OE, ANDCOUNTRY 

,· ·.~ou(o FiND ITS~~~ iN PO~iticiL_ C~Abs~ ·~E_'Q~~lOUS~i HO~ES 
'c, T9' PC:RSUADE MCMAHONTO WITHDRAW 'F'ROM RU_NN.ING, ' 

i• ·CASEY ALSO;EXPRESSEO His OWN A~O AUSfRiLiA•S G~~TifUbE 
FOR CLOSE AND. SYMPATHETIC INTEREST USG HAS TAKEN. IN TRAGIC 
~~ENTS OF 'PAST TWO D~YS AN6WA~T~D TO ASjU~E-ME fHiT. i~ His 
2oNsULTAtfONS ~E !H~D POUND N6 5I~P6siTiON ·to.ALTER iN -iNi' 
~AY FUNO~HENTA~ -0~ GO~, P~RfIC0~A~Li I~ •-~oLtci~s R~ us 

PAGE ·'+ RUEHBAC 2667 ..,4£ 2 A b. f 
ALL I ANCE, :SOUTHEAST. ANO XiETNAH~>-Si A 

NOT TO _BE REPRODUCED G?··3 CLARK 
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" 
~INR -~1:~RSR0 l tl07S ~J. 

FOLLOWING,rs 3;RIEF SUM14ARY OF '.IJHA'r' ·1s KNOWN HER:E-REGARDING TRA(fl'C: 
·Pl.SAeP£AiR:A,NCt PR I,M I'N. HOLT. • • ••• • .•·•. ·.•.• • •• • • • • 

' ~-

1. ON·DECEMBER 11· SOON AFTER 11 ·:A~rt. ME LEFT SUMMER itot1E AT . 
.PORTSEA .IN co~:·PANY ~JIIH FOUR PERitlNS .. HE AND MR. Ai.AN STElib..RT ' 
ENTE&E;O·WATE:-AT CHEVIOT BAY' Wijl-OHIS QN.. OCEAN ($0Uttr) SID! OF • 
'PE:NlNSULA WtLL TO WEST PF PORTSiA ... aEACH AT CHEV'!OT SAY . IS 
,'ON P}lOPERl'Y OF QUARANTINE STAllON. WMICH OCCUPIES ENTIRE:·tRE.A 
;AND ·TO WHICH 2N!i1Y IS C:ONTROLhEO. M .. 'AN' STEWART 'LFJFT lt!ATER ALMOST 
IMMElllAtE-LY ArPHftZN!LY FlND!NG' rr TOO T.U.R.BUi.i!§lt,. P:fUMHl WAS' $.EEN 
.S~I~MlNG :-IJ.nt~N:A CHANNEL BETWEEN·tW:(J 'OUT '."CRO?PING$ QF :.R()C,Ks.. 
WATiR; ·[s FAIRLY AND. PR!MlN ..ID r.o ee DEEP: lt~ THIS ·CHANNEL'. SA:. . . •, .... 

-?ASE ,a RUEl-i,~:~-;-1 : .1·""tl:Nel.--:A-S . I .• 

FAMILIAR WITP. T:~;.s Sf!Ot. SURF PESCRIB.ED AS FU"TEENFEE·T lHGH. 
,.W-HSN·;STEWART i!:' L IZ!tD THAT PFHMlN HAD DlSAPPEAcRED ,FROt1 VIEV, 
f{E,• liJJR-Rl!D TC C\2 ANQ OROVS TO N'tARit$I 3UlLDl~G.$ \!J}{ERE:HE G.AYE 
AL'.A)i~·WrtlCHn:SJLTE:P lN POLICE· AND,:ftES.CUE UNITS; ·,ijE_INGALt11n:o 
AND :i,i(OUGMT TO CHE\(181' ,BEACH.-OUR ING, AFt.~RN'O,OtfFROGME}J'

, _. • I . . •• • 

https://PESCRIB.ED


... 

- • 
AAS!' am ~~~MU 0Cl8·9 • l-&02~ 

ANO.1'ROu?S, WERE RUSHED TO· 'SCENE Atm HELICOPTERS f\ND B'OATS .OF 
. ALL '.TYPESPARTICIPATED ·rN SEARCH. NAVAL -PATROLaotit £:QUIPPED 

·WITH:SEARCHl.IraHT·S CONTINUEDPATROL.JHR()UGHOU:T N'IGH! !OrD .• , 
1:'R0QPS,USING ft~SH LIGH!S .PATROLLWPTHE SHORE !N THAT AREA.: 
FULL·SCAL.E SEARCH WAS REACTIVATED AT APPROXlMATELY-·5 A.M •• 
)lliEN WIND' BEGAN TO· INCREASE •AND .GUSTS OF RAIN HAM'PEf!!::DOP.ERAtlOfllS 

· REFUtLING-:FACil.Irn:s· tOR ·HELICOP!£.ftS HAD·Bt£rl ·.E'.StABLlSH£D. DURING . 
.N:I~tft .. ,SIX }(EL{C:O:PTER$ ~~.CONTI NOUS OPERA B"'t ~A.:M; •, \il:~E l!OW ·• 
AND" SCUBA DlVERS WERE·woRn l{~G; !NT'ENSIVEL y D:ESPtTEHEAVY SURF •. -
POtlCE CO.OR.O'INAJORON }£EIGHTS ABOVE CHEVIOT -BAY E'SiIM:ATED • 
'300:.P:ERSON.SWERETAKING PART IN SEARCH-AC]IIJI11ESCOORDINATED·. •. . 'BY-i:t:4-? .A•'~• A BLACI< WALL. OF Ht~V:Y RAIN BROUGHr.er :~outHiJJE_.sr..,-_ 
WINJ): OF 25 KNOTS SWEPT OVER.. CHEVI01T BAY ·RED,UCHl~ Vl.Sl8lLI1'Y. IO, 
POI1t(,<\lHERSHEL!COP]ERS . HAO" re :TE~fPORAR!l y G!VE U?. IHR:IR. OPER,:. 
ti;ON~· ;AND MANY SE.ARCHERS HAD. TO SEEK ANY AVAILAB'L'E SHEtTEll • 

.. 
?M'i;E HtJE.HBA~ l 3Sf. UNeb:tr.S . 

~ RO·CX SHELVES AT CHEVIOT BAY ARE HONEY COMBEB WITH DEEP HOLES A:ND.' 
SE..A HA'S SCOUHSD OUT CAVERNS OND.E.R LEDGES. lN ADD·lT]·ON, tiEATHE'R­
I:·lG ACTION OF SE~. HA$ ~•l!~DE'ROCtS_tXTttAORDl~ARil.Y,.$HARrf ANO. 
::. ·_ "!Gii:ROUS.SO THAT A PEB SON WHOi$. DASHED A$Al NST ROCK·-!N tURBULEN,'f 
CONDI'tl9J~S -eaULD B~ INJURED6RAVEL Y. SUM.MARYEND :of. •. 

2 .. , I-WEN! TO C,H:SV!OT B·AY·rxrs MOR~iJN'SA~'.D 'SPOX-E t-rt·tH POLICE 
COORDl~A!OR AND WITH TONY EGGLE:TGN, '?f<ESS SE.CRE'tA)lY'f-0 .... 
PRI:\llN WliO ACCOMPANlED MRS. 'HOL!\BY' PLANE FRO'~ GANB°E"RRA 
YESIERDAY. D?S?lTZ tETJ,iAR'3IC' REACTIONNE'.~SMiD:IA ,AFTER:NO:ON 
-DECEMaE.H17 -ro 3'·?AVITY or:· s:JruAt'IoN,BY ·oAWN TH:rS; ,MDR-NING:TEI;.Ev.1~ 
SlON ,,; RADIO MND :,:E·,,1SPAPER• REPRESENTATIVESWERE ON ··THE JOij AND,. 
ijtt,D ·:tSTA:~J:;:IS/E;D DlR:ECt C0MMtJRlCATl0N .:LINKS Wlt:H T.H!lR £1lEL!aOURN£;
0FFtQ~S,., • 

' ' 

,3. OV.ERWHELM ?RI1JINING CONSENSUS 'IS.. tHA! COULD·NQT·_REPEAT 
NO:T HAVE SURVIVED.. • ... 
SER.V"ICE~ 

. ~__... 

J 
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Deceml>er 18. 1967 

f) L'iu 
I ~f'-' 

Mr. Preeldent: 

Tile followla1 were ttaevote• on thta ••••loa •• •l1•lflcaat 
Deleaae moaey bllla: 

FT 1967 -· S•pplemeatal Appropriation 

Houe 385-11 

Seaate T7-3 

FY 19'8 •- Defen•e j\pproprlatloa 

407-1 

Sea.ate 84-3 

-- Military Coaatractloa Bill 

362-26 

Seaate 71-3 

There were otber ml.Dor bill•• kt theae are the moat 
alptflcaat. 

YI. W. Roatow 



~ 

SUMay. December 17, 196 7 
8:55 p.m .. 

Mr. Pre■ ldeat: 

I ll.,. tbl■ Afrlc:a p1'0lr•• • 
•tatemeat la more •••fwl. 

WWlloatow:rln 



7· 

m 
Africa 

Fftl' year• •a•tM Cmnm .. t• had alpuflcaat leYerf.S• oa at leut 
flw coatrle• la Africa. n.at 1rlp Ila• -..ea weake_. mallllr lllecaue tile 
A&lcaa ,-ople aDI tlaelr 1• ... r• haft ••--atraW lu,w •ep1, tlley prl­
tkelr luepealluce. 

Tile Comm:ulat• llan aot llY .. ap la Ablea, bf aay meaa■• 

Alld there wU1 N pl'Olllem8 ahea.l a■ tile•• J01Ull aatlou fbld thelr feet. 

Bat they are .. ,. .. .._ their ..._,...._., IMJ are maid. .. proan■•; _., 
ucmaall, tMy are -.1u1., to coopen.t. wlth. w ....U..r. 

Ia all till• tlley Jr.Mwthey ha•• ou •wpport. We ••t 011.rcnr■• la m.1 
talk te the Orpal■ati.. of Ablcaa Ualty AmN■auor ■ la t1M nm••- ot 
1966 •· tlut flret epeeclt. eY•r 1lvea "bfaa Amerlcaa Pn ■ltleat oa Afrlcaa 
~lcy. AM•• •hall at&f with lt. 



~-y, DecunNw 17. 1967 
8:50 p.m. 

Mr. Prnlcleat: 

Herewlth tile •!aort aaawer• to the 
19 lonlp ,-llcy .... u .... · 

1 ha•• placff la Tait•, for cOlff'ealeace 
of refereace, die releY&at ffllollal ■tatemeat• 
of pro1n•• -- lacl•btc tlut aew ■hort Alrlcaa 
■tatemeat. 

W. w. lloatow 

WWlloetow:rla 



1. What l• y01ar ••tlm.ate of Soriet-Amerlcaa relatloaa t.._,, 
Sovlet-Amerlcaa relatloaa are 1:tetter tban tbey were but a.re aot a.a 1oocl 

aa I W'Olllcllike to ••• them. 

T-, 1a.a.. 111qw.., .. •lac• tile .. ,.. of the Berlla crl•l• &IMl the Cua ml••ll• 
crlal ■• By tile t1me I met Cllal~ Ko•Jlla •t GlaaaNro, we had tleYe1eped 
more commoa 1ro'1Ddthaa exl•ted whea Preeldeat x .... •, met 1Dl1'1&ellclt.ev1a 
Vleaaa. But taere la atlll mlleh pro1r••• to M made lf the Soviet Ualoa aad 
tbe Vatted State• are to make the maxlmmn ceatrlbetloa thet' c..W to world peace 
a.ad order. 

2. You and Cltalnlqa Ko.-,1la referr .. at Cllaaaltoro to the n.1 .. ef coatlluaiaa 
talka. Wbat are proapect• now of aew face-to-face talk• wltll Soviet leader•? 

We have ao p1uae aow to maet wltb tbe Sovlet leader•. But we are la clo•• 
coatact at maay level• from the PreaW.at aatl Pl'emler to the two excellent 
~••atl•r• that we haw Mffiaa our aatioaa. 

J. What la ltu•la'• attltwte toward tlt.e Vletaam war? 

Tu Sor let Ualoa la uelatbai Nerth Vletum. aeta1:,ly la air clefeaae/ ef1111,p­
meat &Delecoaomlc alcl. We wo.W hope that the Soviet Ualoa wo.W exercl•• 
more flally lt• reepell8U.llltlea a• ce-cllalnnaa ef the 0.aeTa Coafereace to 
1-rlaa aD011tpeace. 

4. la E11r.,. ...._,. l• the attltwle al Fraace a t.arrler te peace aad proar••• 
tl:utre? 

TIie Ylew el tlle Fnach , ... nuneat at the Pft"llt time 41ffer• ea a .111111\Nr 
of 1••••fiom that el the otaer ..,. ....... of We.tern Evepe ..a the Ualted 
Statea. It• attltwle and policy laave aot pnftldecl ua from malatal•I• NATO 
aacl carryma fel"W&MlllllCll ceaatructlft ._._.k la the Atlaatlc c..,...lty. (See Tab A) 
Peeple of Frwe a.I the peeple of. th.e Ualtecl State• l'emal■, 1Dany Jwlpneat, 
1-,al to tile &leal•lalp wlalcll •• exlatecl fer abnoat ZOO,,.are. la time, I aope 
ud l,elleve 01U' pellcle• will M cl .. er th&a tlaey are tei&J. 

I. Wo.W coadltlo.u lmprne If,-. baAI'better CommlUllcatloa wltb Geaeral 
cle Gaulle? 

Oar conuna•l~tl ... wlth Oe•ral ••- G~ll11•• throlllla tile two Ain.N.eaaAlere, 
are ... 11... &a.ch prebJema a• we ma, ~- .. Mtw .. a the two C01illltrlea are not, 
la my Jwl1meat, a matter of commwalcatloia. 

https://PreaW.at
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'- Are you worrw4 uoot J"raac:e' • attlhlde toward the ren of Evope &ad 
towanl 1111? 

A• 1 aaW. tJae Ylew of the French 1..-el'lllneat dlffer ■ on certala polat■ 
from that ol other Wenera Evopeaa IOYeTDmellt• and that of the Ualted Statea; 
ltut th.I■ baa aot pnYeated proare•• la Nth J:uope and tJae .Atlutlc. I wlah we 
were all cl•••r __. I IHtlle'N with aad patleacela nm.what lla1"ID.OIIJi tlme that 
wW come UCNt. 

1. Ietthe Mldclle Ea■t a poteatlal powder 01? 

Yea, tile ■ltuatloa la tu Middle Eaat le ...... nu. We ahall be ••ins all 
the latl .. a,c:ewe baN to a1app0rt the mla ■l• of the UalW Natlon1 repreeeatatlff 
who baa l»e.- ••• to the Mldd..le Eut on the 'bael■ ol the qp.anlmoua re•obatlma. 

I. What can be doae to achieve a laatlq An.1-•l■raell peace? 

1 ■tatei ea lue 19 the prlaclple1 which I belle-Ye ■ho.W 10.en a ■table 
peace la the Middle Ea■t: every aatloa' ■ fadamelltal rlpt to llYe: jatlce 
for re,....•: napect for marltlme rlpu; e.Ddla1 the arm• race: reapect for 
polltlcal lad.,._eac:• and territorial latecntt of all tbe ■tate • of tlle area. 

We hope that the Ualted Nation■ repre■eata6ift wW, la the ... , flnd 
tbe•• prlaclple• acceptable to tu partlea. 

t. Do we ezpect larul te re ■tore ■ome of the area lt c ..... red? 

Ou Ylew I.a tbl• matter l• c1Dcorpon.te4 IA my JWl.e 19 atatemeat, 
••peclally the fifth prlllclple emJ»raclaa t.rrltorlal 1ate1rlty. 

10. Do yoa ■ee uy •lea• of tile Arab natlcma acc•ptlaa tM •slate.ace ol larul? 

We •la.all .ban to let Am.b&■■Mlor Jarriq clo hla Ja. 

11. An t!Mre ucoanalq •laa• o1 peace aad pro,r••• la Afrlca? 

Y••• there are. (See attachment B) 



_,_ 

12. AN there eaeovaaba& •lp• of proSre•• la Latia .America, 

Yea. (See Tu C) 

U. What of th• pnapecta bl Soaheaat Aala, o11talcleta• war sue. l&Yol•llll 
IIMUa, Jadoae ■la, aAC1oar allle• la that natoa? 

TMre ha• kea a remarkable chut• la ScNtheaat A•la la the la■t 4 year• 
._.. ••,.clally •lac• we made clear la 1965 that we woa.ld Jaoaor ov eommltmeat 
la Vl•tMm, (SN Tu D) 

14. You are aware tlaat ma&J people are trouled about Vl.t■am, Caa we 1•t 
JCNr reactloa to •arr.Illapropoeala ud q••tl-•: l'lrat, why ■.bCNW a majer 
aatloa lib our• laaft trollble balllllllll a little A•laa natl- -- wby caa•t we cut 
loo•• a.ad wla tllla war'P 

A pel'rllla war c,l th.la ldad a1wa.,.. tu•• time. Tllen l• no 11.xff from 
to break tlu-....... That l■ tile way lt wu la Onece, Malara, tile Plllllpp&Ma. 
Taat l• the ..,. It la la Vl•taam. We an larlqlq to Mar all the pow.r we 
th1Ak cu be effectlftly uaecl to defeat the as1n••.lea wltboat cnatla& a J.uts•r 
war, 

15. w-. are we MNlq ao maay men! How maay more clo ,- ... sollla? 
SllOllbla't Solllh Vletaam 1N dolq more? 

We are •adlDa to Vletaam thoM wile are ..... to do the J& We ha-n 
DO plaa to 10 .._., •• the S25, 000 now protrunme-1. AI, I.or die SOlltb.Yletllame••• 
tlMy are •otaaa:nmarb!tle ja el •f••lai taell' cMlllby q&laat a •lacou 
u4 ..... lffl ·-.1r•••lea. flaey haYe mutered fnm a popdatl• of 17 mlllloa 
700, ·ooom.ea. TIiey an aow ralalas 65, 000 more. TIMtlr nwa kllled lD actloa 
ha'ft bee• c-1....U, W,11.er tllaa oue, lacl_.lq the la•t S moatlaa, Oa the 
baala ol relatlft ..,.i.u ... , thelr moblllaatloa l• the eqah'a1eat of perllap• 
9 m.Ulloa la the U.S. rnm the low pobd la 1965 there ha• bee• ,__.y bnpn••·
meat. • 

TJae time will come wit.ea we will ■t&IMI 1taek bl admlraUoa el till■ remarkable 
aatloa, lt• JMtople ca\llllt -, la war for more thaa 20 year•• who lla'ft atnglH 
with cOIU"al• and tuaclt, for tlaelr ......... eace ud dlplty •- for thelr rlpt 
of fflf-detennlaatl-. Alli l am a11re that day wW come. • 

https://lacl_.lq


16. Why hATCn't ~ cloood up tho &lpho=a hArbor, &mduaod tthot pvcult" 
D.tJZU!latOA3mf plo.E:ta th.At find acrA:t=ry ln ao-ct.'11.od nomr~ aroAo? 

Wo bvo aot cloood &1phc.Q6 hubor boco.uoo lt lnvolYOa rlako of ~ldoalag 
tho WAr uhlch catffl>lgh tho pooolblo boAOflto. Wo ohould rcmomhor thoro o.ro 
othor ~,a of aottJDn oapplloa lato North Vlotum th4a throcah &lphODIC ~r'bor: 
vln Chmn ud ether pono. A.a for ''hot pm.-oult" our ba.olc policy lo to uao 
mlllinry moa.no wlth aroc.t rootrc.\mt. We cock no vutor vur. l'le roapoct the 
lcdopomdo&eo o.1%4aotltro.llty of both CnmbocU.n.a.ad La.oa. We !14vo D() 4oalro 
to thr®.tca tho l"O(lima or torrltor, of North Vlotsmm. I muot oleo oo.ythat 
Ho.nol clonrly tuoo o dlfferom poaltlo:i. It hc.\a 'YlolAtocl tho tomtorr of Laoo 
for ma.ny yoc.ro bl vlola.tlon of tho 1962 Accord that lt altp!:Od. Thorc .ilro oome 
olpo thAt lto uoo of Camboduui torrltory la mc:rc~ma. 1D Jaco 1966 it 
broc.chod the domlllt:::rl11od aono of the 17th pc.rnllol o.mboazua onlllor, flro 
vlthia North Vlotamn nae.mat tho South. 

We ca:umot J.scoro thooo probloma: but 1 ropoot tho.t we vlll ccntmuo to 
oct vtth aroAt rootra.lat. 

17. Vlhnt la tho ADowor to thoao who oc.y wo ollould pwl act and come homo? 

l ll.GYOanol?Orod tbAt qaoctlClll mcay tlm.oo. My uavor com.ea to thlo. Out' 
mitlocal coculty dcpoma OD oocma tho w~r thrcmaJi to tu\ hoaoroblo pea.co 
boci:u100 ~llltyad progreaa ln AcLo.. vhoro tvo-thlrcla of h.ano.nlty Uvo, 
roqa.lro that aanroaoloa not occcood la VlotDcm. U thlo ao.Uon lo to m.o.latoln 
lta p14co oo DJl effcctlYO vorlcl pcn7or • - la Eo:-cpo. tho Middle Ee10t. Lo.tin 
Amorlcc MM!oloo"ffllOro .. - oc mu.at ace lt th~ to an honerablo pouo. 
Bocnu.ao our 'C'Ord. plodttod ID aolomn tronty. la At ota!to ln Vlotanm. 

1 thAvo thoua)lt loaa u.d hArd on thlo mAttor. I am cGllllYlacod tb.ct, 1f we 
pul.lod out aad c:tunc hcmo, tho rooult would not bo ponco lD tho vorld but 
clloruptlen ~ ch:maor cad probably-· ln c. llttlo vhllo .... a. uro~r "mLr. 

U). l"lh.:lt'o :ro~y In thlo for uo? 'f/o;ro now bolDatolcl w-o'ro boldlna oU 
Cblaeao ccmm"CDlozn. Ian't tblo a. new ~ dWoront juotlelcc.tloa? 

WhAt lo In lt for ua la tha.t Aoln not bo thro'C7D lnto Chaoo mid c maor var. 
U we loo,ro. thoro la no powor ln S0\1thoa.at Aoln. cc.p:lblo of doalbaa wlth Communlat 
Ch~ Thnt la ohy tho .nn.tlono of tho o.roa. o.D4ltholr locdora, rirttmlly without 
c:coptlo:l. aupport our bnolc atADd lD Vlotna.m. 

Tbay bolloYo tholr ldopoadcnco would bo throatamod lf we vore to -n-lthdra.w. 
Nolthor wo nor they threaten Coaunwdot CblDc. 'rfe All look to tho dc.y of poaco. 
Proolcloat ltloo~r• o J•amoat, when ho propocod tha SEA TO troc.ty to tho 
Souto, wao th~t our ccmmltment wao rcqubod for pacco And otn.bUUy ln Che 
aroc. That -wqa tho atronuly hold a.e otre30ly atnto• vlow cl Prcoldcat Komaody. 
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You mar r•melDNr that wllea aaked If he 'belle.-4 lD th• dom.lao tlaeery, 
Pre•ltleat Ke .... , aaW tbla: "I belle•• lt. I tlllak that the atn11l• l• cloae 
....,ii. Cilbla 1• ■o laqe, looma •• bl&ll Jut 1Myoa4 the fNNdlera, that lf 
Soutll Viet-Nam weat. lt woaW not ealy &lYe them a.a lm.prow4 , ... raphlc 
pealtl• for a , .. nWa ••••alt oa Malaya. Ind weu1cl al•• ,1 .. the lmpre••loll 
tllat tlae waYe of the futue la Soutllea.t Aala wa• Clwaa ud tae Comm1tlllata. 
So I be~• lt. "- Fear year• of f'uther experleace have prow4 tllat J•pne•t 
to he correct. ·1 air .. wlth lt. 

19. W)ay-aot t~•~--• aj.....,? laa•t tllere a claaace_Hanol m.lpt 1te prepared 
to .. ,.ua.te now, lf the lteml,1111 were to atep for a tlma? 

At Saa AatOQ.ft1 I atated that we were prepared to •top lM»n:mlq lf the other 
alde. wae prepan4 to ••1•1• la prempt and pndtactl•• talk•. We W0111••••ume 
that tlaeJ wo\lld not take ......_. of that pa--•• I cannot thblk of fairer tenn• 
thUl that. Their reply waa, abnply, ~ti..,- were aot laterened. From 
eYel'f plece of ..Weace avallaltle to me,., I would aay a MaftlDllaapa•H WOD1daot 
leacl at till• time to a ••rlou movement tewanl• peace. 



VI 
Europe· 

I.n Europe, despite difficulties, we have maintained and even expanded the 
basis for our cooperation with that critical ar~a: 

We nave successfully transferred NATO from Paris to Brussels anci 
increased NATO 1 s deterrent power over these 4 years; 

The trilateral talks· between Germany, the United Kingdom, and th.e 
United States permitted NATO to stabilize our forces on the central front and 
provided £air financial arrangements to support those forces; 

Negotiating with the European community and others, we successfully 
completed the Kennedy Round of trade negotiations; • 

Working first with our European friends and then with the world 
monetary conference .at Rio, we c~eated a ne,w international reserve unit to s.ipple-
~ent inadequate gold supplies; 

Together with our friends in Europe, .we have demonstrated that we 
.. ;::.are capable of maintaining both our military strength and an integrated military 

. •• '. organization while seeking to normalize relations with the nations to the east. 
: .. · Our support for European unity and the Atlantic partnership remains the : 

. • ... foundation of our foreign policy. Despite obvious difficulties,· we are confident 
· ·~·:._.. this policy will flou~ish in the yea.rs ,ahead . 
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Ill 
·Africa 

Four years ago the Communists had significant leverage on at least 
five countries in Africa. That grip has been weakened mainly because the 
African people and their leaders have demonstrated how deeply they. prize 
their independence. 

The Communists have not given up in Africa, by any means . 
.• 

And there will be problems ahead as these young nations find their feet. 

B1:1t they are defending their independence; they are making progress; and, 
above all, they are beginning to· cooperate with one another. 

In all this they know· they have· our support. We set our course in my 
talk to the Organiz~tion of African Unity Aml,assa.dors in the. summer of 
1966 -- the first speech ever given by· an American President-on Afri~a~ 
policy. And we· shall stay,with it.. . • 

.. 
. . . . i-~-·-··~--·------ • ~ -~ T -'I, I"• "':'-t::'"'. •. ,.,· .... • t • 
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Ill 
Africa 

~ 
In the 1960:s we have seen in Africa one of the most remarkable ef,fo:NTS 

·of modern history; more than 30 new indepen~ent countries have·come into 
. .,. being. They began bea-ring the burdens _of z.:.-i''experience and poverty. 

Certain powers outside of Africa have tried to manipulate and subvert them. 
' .

\ 

Certain of their own leade;s preferred to ta.lk th~ la.ngua.ge of rev9lution 
rather than to build their nations. 

Butt in the past 4· years: 

political power has moved from the talkers to the builders; 

the Organization 0£ African Unity has emerged .as a serious forum. £or 
.African political and economic cooperation; 

above all, the African leaders have. :recognized that only by cooperating 
constructive_ly among themselves c_an they achieve dignity and progress. for their 
nations. and the region; 

in 1965 14 French-speaking African states formed a common oTganization, 
Afro-Mal agasy_.Commo·n Organization (OCAM); 

-,,... three key states 0£ E_ast Africa {Kenya, Tanzaniat and Uganda) have .,_ 
joined in an East A£ric"an· EconoIJ:1-ic Community, • ·.;: 

.. 

. the African ~~:velopment Bank began operations in 1966; 

the World Bank_has ag3:eed to establish a special standing committee to 
'-h~lp Africa develop its power t tran~port, and communications. 

We have thrown ~ur full weight behind these efforts at regional and•sub­
•.regional cooperation· 

I 

My speech-to the Representatives of the OAU'wa:s _the first speech on 
African policy ever made by an American President;_ • •• 

Our Korry report helped· stimulate and encourage African vent 4 res in 
cooperation; 

. . 

vur aid to Africa increased by more than 10% as compared_ with the 
4 previous years; 

. . 

We were the first donor nation to offer to seek from ·our Legislature 
authority to contribute _to the new soft loan fund of the ~rica.n Developll?:'ent Bank; 
provided· others also contributed. - • 

: •. ~~----- .,; .-::-;r,, ...• - ·"';"· .... 
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It was the U. S. which played the leading outside role in helping the 
Congo put down the recent upl"ising of mercenaries which threatened -racial 
disaster and political chaos in the Congo . 

0 

•1 have come ;o know ~he African lo:i.~ rs personally. I received B ~Jrico1on 
heads of state in the past year· alone and 3 more will be visiting in the first 
6 months of 1968. • • 

l have confidence in their determination to ·preserve their independence and-
to get on with the iob. oi. building their nations and the whole region. • .. 

,.· 

•. 
. 

(· 
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II 
Latin America 

When I was briefed on Latin America,· upon assuming office,· at least ten 
major trouble spots were listed, • including three -of the largest nations of the 
area: Brazil, Venezuela, and Chile, where, in different ways, Communists 
were bringing heavy pressure to bea_r. The Alliance for Progress was still 
in an experimental stage: average per capita growth was 1. 2% in La.tin America 
for the p~riod 196-63. •• • • 

In the period 1964-.67 per capita growth. doubled to an average of 2 .. 3o/o. 

Points . of danger have been reduced, political sta..bility increased: . 
Despite substantial efforts at subversion, the threat of Castro has 

been diminished. 

With our help the Dominican Republic ·moved from a chaos in which 
•the Communists were gaining a grip to the dignity of a :freely elected government. 

A new spirit of self-confidence is emerging,· reflected at the Su..-rrunit 
conference of April 1967 where our Latin Am.erican friends agreed on major 
self.:.help efforts: 

to establish a La.tin American common ma.rket; . 
..... 

to expand Latin American trade; 

to link their countries in large- scale comm.unication,-, 
power, and river development; 

to modernize agriculture and educat~on; 

to intensify the battle against illiterac·y and __disease. 

We shall back this effort in• La.tin Am.erica t~ move 'fro;n. dependence t~ 
partnership in the years ahead. 

f 

' , ' 

• .•- H • ••.~or-
4,' •• 
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IV 
Asia 

. Four _years ago Asi~ wa~ hypn·otized _by ~ommunist ?hina~ 7 independ~ 
~ nations of the region did not know 1£ they had a future~:....l#haWhat !utuze­
··~:;:;:tr;:;:;,~ • 

In four years the Asian scene has completely changed. The reason for 
that change is that we honored our com...-nitment in Vietnam. The shield that we 
and others have thrown up by fighting with the Vietnamese for their independence 
has bought time for Asia -- time to begin to shape its own destiny .. And the 
Asian nations have used that time well: 

Economically the area as a. whole is moving forward rapidly in economic 
and social progress: 10% in Korea; Taiwan has graduated from being an aid 

.. recipient; Th~iland ha:s a_ve raged 8%for the la.st 5 years; 

.. Indonesia pulled itself back from the brink of Communist take-over 
;.;c!::." • _and is finding its feet with the support of Japan, the U.S. and many other nations; 

The confrontation·with Malaysia is at an· end; 

Japan has assumed major responsibilities £or the economic progress 
• I ..., of other Asian nations; 

Australia, under the courageous and farsighted leadership of Prime 
Minister Holt -- whom we all mourn -- ·has committed its destiny to work with 
the nations of Asia and the Pacific. 

Out of all this has come as remarkable a period of regional cooperation 
as y.,e have seen since the postwar period in Europe: "the Asian Development • 
Bank; the Association of Southeast Asian nations; an important new common 

- _:effort in education, • communication,_ medicine and public hec:lth. 

Meanwhile, the effort of Communist China to project its power out into the 
world has failed. It failed in Latin America;. in Africa; at the Algiers conference; 
in Indonesia and elsewhere in Asia. 

The economy of mai;~1and C~ina h~s barely achieved.the ~evel}-:r_ 10· years ag~
(,~ . . 

even·though they press WNoil. to produce nuclear weapons and means of delivery .. 

•Although t.b.e 7 00 million energetic· .and talented people of mainland China are 
a great factor on the. wo:rld scene, it is clear that the ambitious radicalism of 
some of its leaders ha.s failed. It is .ou:r hope that out of ~e intei:nal ·.debates. .. 
and strug~les on the mainland,· a.new China will emerge ~hich·would modernize.· 
its life ...d respect the independence and sovereignty of its.:.._.::- neighbor·s. 

- But this hope depends on our ,s~j;.ing it through in Vietnam to an honorable 
peace and on the Asians .ma.intainin.g;"fn.om~ntum-0£ thei~ present ~emarkable 

t . .,9 ,,,,., ;, (),.. -~ . II -· A, ...._££0e r s.vii'. --~ ..,..-k I" ~-~, --o~~0 
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INFORM.A TION 

Sunday. 2,!cember 17. 1967 
5:SO p.m. 

Mr. Prealdent: 

Herewith Blll Bundy'• replle• to 
po•elble que•tlona. 
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President's TV Appearance 

Secretary Rusk and others have been saying that the war 

in Viet-Nam is directly related to the threat of Corranunist 

China. Some have seen in this a new emphasis, or even a 

change in the objectives of your Administration. Could you 

corranent? 

Our objectives in Viet-Nam have never changed in my 

Administration, and are exactly the same objectives that 
foµ'J' 

President Kennedy" President Eisenhower_ and-P-~idea-t man-

had before me. 

All of us have sought only to help South Viet-Nam 

remain independent. At the same time, all of us have 

consistently said that what we are doing in South Viet-Nam 

has a bearing on the possibility of ultimate reconciliation 

and peace with Corranunist China. If North Viet-Nam takes 

over the South by force, the plain fact is that Corranunist 

China would be encouraged in its ambitions to apply pressure 

and subversion in other parts of Southeast Asia. Ho is no 

Tito. His ambitions are parallel and helpful to those of 

Peking. If he wins, Peking will step up the kind of pres­

sures in Southeast Asia that are alrea'dy well :<.nown to 

Indonesians, Burmese, Malaysians, and indeed all the 

count-r-ies of the area. That is why the nations of the area 
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and their leaders, virtuaily without exception, support our 

basic stand in Viet-Nam and view it--in the words of the 

totally independent Prime Minister of Singapore--as the key 

to the future of Southe~st Asia. 

Let me leave no doubt that our ultimate objective is 

a condition of peace throughout the area. We do not threaten 

Communist China, and we joined last October at Manila with 

six other nations to declare that what we sought was a peace 

of reconciliation throughout Asia. But it is our deep 

conviction that such a peace would be further away, and 

indeed that there would be grave danger of major war, if 

Notth Viet-Nam succeeds in taking over South Viet-Nam and 

the way is open for Chinese and North Vietnamese para:lel 

efforts to destroy the independence of other nations in 

Southeast Asia. 

In saying this, I am simply repeating the judgments 

that have been held and expressed by this Government over 

the last 13 years at least.. Those who suggest that there 

has been any change have simply not done their homework. 



President's TV Appearance 

Why don't we get more help from other nations in Viet-Nam? 

The fact is that five other nations have sent more 

than 60,000 of their military men to Viet-Nam, and another 

10,000 have recently been committed by Thailand. (Note: the 

Korean decision of last week is not public, ar.d Park is 

awaiting a time later.) In relation to the size of our 

own contribution, now at about 500,000 men (check), this 

is almost exactly the same percentage of non-Americans 

that we had in Korea. (Note: it is actually .1% less on 

the ·1ast tabulation, but since Korea varied from time to 

time it is dangerous to say that it is flatly more at any 

time.) 

In simple terms, many Asian and Pacific c0untries--far 

more than in Korea--have seen their own national i~terests 

and survival at stake in Viet-Nam. Their contributions 

have been made despite the fact that many of them have 

serious problems at home, including threats to their security 

in the case of Thailand and Korea. 

In addition, a great many other nations such as Japan 

have been making significant non-military contributions. 

This includessome of our European allies. I wish Europe 
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were. doing more, but the fact seems to be that they do not 

fully understand the importance of Asia, ~or of South Viet-Nam 

in re ation to Southeast Asia and Asia as a whole. 



President's TV Appearance 

How do you assess the prospects for peace in Viet-Nam? 

Ho Chi Minh can give you a better answer than I can. 

We have ma~e every possible effort, but we have had no response 

from Hanoi. 

I have said over and over again that an honorable and 

secure peace is our objective--in South Viet-Nam and in· 

Southeast Asia as a whole. We seek no selfish position for 

ourselves in that area. Our sole objective is that the 

people of Sou~h Viet-Nan be free to work out their own 

future w~thout external interference. That objective has 

not changed and will not change. 

The problem is that Hanoi apparently continues .t9 

determinJ>to get a military solution in its favor. Their 

men and equipment keep pouring down into the South, and 

the present indications are that they will carry on a 

stepped-up military offensive during the winter. We have 

to meet that offensive and k~ep up our military pressure. 

At the same time, as I have said over and over again, 

we remain ready to enter into any kind of useful discussio4s 

at any time and in any place. The South Vietnamese Government 

is likewise prepared to talk with Hanoi at any time, as they 
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have made clear. 

There is no lack of reasonable avenues to peace. We 

are prepared for discussions without any preconditions, we 

are prepared--as we have shown last January--to adopt 

limited restraints if these would produce useful talks. 

And we are prepared to stop the bombing if we could have the 

kind of assurances I described in my San Antonio speech-­

prompt and serious talks, and a situation in which the 

other side did not take military advantage. 

I really do not see how we could possibly go further. 

Yet Hanoi has refused to follow any of these avenues. The 

public and private reading is at the moment all too clear 

that they are dug in and, as some of their friends tell us, 

very stubborn. The South Vietnamese and ourselves, and all 

our fighting allies, remain prepared for any move to peace. 

It is up to Hanoi--and as long as Hanoi keeps trying for a 

military solution, we have to meet it. 



President's TV Appearance 

How do we feel about dealing with the NLF? What about 

Saigon doing so? 

Our own position has been made clear many times. (Draw 

on attached statement of December 8, cleared by the President.) 

As for the South Vietnamese Government, it has been 

made clear that it believes, as we do, that tre NLF as an 

organization is not independent of Hanoi--and that the 

decision on peace basically lies with Hanoi. 

As the same time, President Thieu has said that his 

government would welcome contact with elements in the NLF 

who are disposed to accept peaceful political procedures 

under the Constitution. We support this position, and believe 

that such contacts may be an increasingly hopeful way to 

move toward peace. Essentially, they would be an extension 

of the reconciliation policy that the South Vietnamese 

Government has been_ following for some time. They would be 

wholly consistent with our basic position_, that the future 

of South Viet-Nam must be worked out freely by the South 

Vietnamese people. 

(Note: If there is any question about Americans being 

in contact with the NLF in Viet-Nam or elsewhere, we would 

suggest that the President say that this matte~ has been 
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fully covered by Ambassador Bunker's st~tements in Saigon 

and by Washington statements. The question gets intricate, 

since· we have not denied other than "high-level'r direct 

contacts, and hav~ in the past admitted indirect contacts 

on our prisoners. If something has to be said, suggest 

saying anything we do on this relates solely to our concern 

for the welfare of our prisoners and none of it is behind 

the back of the South Vietnamese Government.) 



President's TV Appearance 

Is the US going to take an initiative for peace at the 

United Nations? 

(The President already has before him the kind of 

statement that might be made if a finn negative decision 

has been made for the moment. If the matter is still open, 

then the response could be short, referring to our past 

efforts and that it has always been our initiative, saying 

that we appreciate the Senate's concern, and are continuing 

to explore whether any useful resolution can be achieved, etc.) 



President's TV Appearance 

• Why is the US proposing shorter Christmas, New Year's, 

and TET truce periods than Hanoi and the NLF? 

The South Vietnamese Government has annou~ced 24-hour 

truce periods at Christmas and the New Year, and 48 hours 

at th@etnamese TET holidays in late January. These periods 

have been arrived at with the full agreement of ourselves 

and the other fighting allies. At the same time, the South 

Vietnamese have said they are fully prepared to discuss 

any extension with the men in Hanoi who are running the war 

on the other side. 

I think this is a fair and reasonable position. We 

know from past experience that the other side has invariably 

violated truce periods, and taken advantage of them to 

prepare future attacks and to conduct bi.ajar supply activities. 

I won't argue to what extent these have been breaches of the 

letter and spirit of the truce periods. But they do indicate 

that Hanoi and the Viet Cong are after military advantage, 

not the spirit of Christmas or TET. It is just not fair to 

our men to ask them to bear these burdens, and,in some cases, 

to lose their lives for the sake of longer periods. So our 

position is consistent with the strong recommendations of 

both my military and political advisers. 
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• If, of course, Hanoi is prepared at any tim~ for a 

serious move toward peace, then that would be different. 

But I see no basis, as of now, for such a conclusion prior 

to the holiday periods. There is no point in empty gestures 

to peace, at Christmas or any other time. Indeed the 

spirit of Christmas is demeaned if it is made the occasion 

for anything that does not seriously point in the direction 

of lasting peace. 



President's TV Appearance 

Isn't the Viet-Nam war costing us more than it is 

worth, in terms of what we should be ~oing at home? 

As your President, I feel as deeply as any man can 

when American lives are lost, and when we have to spend 

billions on war. 

Yet I do not see, and have never seen, any alternative 

to doing what has to be done to prevent South Viet-Nam 

from being taken over by force. I listen closely to wha; 

my critics are saying, but I have yet to hear a course of 

action proposed that seemed to me to offer any real hope at 

all either of peace in Viet-Nam or of lasting peace in Asia. 

If we try to fight the war on the cheap, or to hand over 

territory to the other side, does anyone really suppose 

Hanoi will let up, much less make peace? My own clear 

judgment .is that we would be farther from peace, and that 

at least as many of our men and the South Vietnamese would 

be dying. 

As for our domestic needs, I think we have to do many 

things, and that wedesperately need the tax increase I have 

asked the Congress to pass. None of us likes to pay taxes, 

but this country «EHX can afford to do more and do it 

without inflation. I expect to put before the Congress 
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in January the tightest federal budget I can recommend, 

and early in the New Year I shall be weighing the recom­

mendations of the Task Force on our cities' problems. 

But as we look at these needs, and what it takes to 

meet them, let us not measure them against the war in 

Viet-Nam. The fact is we have to do both, and the stakes 

in South Viet-Nam go way beyond the freedom of 17 million 

people. The future peace an~ progress of Soun.east Asian 

and beyond are at stake there, and our vital national 

interests are involved--as the Congress expressly stated 

in its 1964 :1resolution. If we don't ~r see through
A 

to an 

~%.orable and decent solution, the kind of situation you 

will then have will be one that could call at some point 

for even greater sacrifices, and a national mood that would 

really hurt the chances fur our doing what is necessary at 

home. 



President's TV Appearance 

Do you see differences between Hanoi and the NLF, 

and do you see hope for peace in the new program for the 

Nc~ional Liberation Front, Circulated Last Week at the 

United Nations? 

For many years, the evidence has been overwhelming 

that the NLF, as an organization, is under Hanoi's direction 

and control. I do not see how any reasonable person ·can 

look at the evidence and draw any other concl~sion. 

As for the program of the Liberation Fro~t, what was 

released in New York is not of course new. It was put out 

by Hanoi Radio on September.l, on the eve of the elections 

in South Viet-Nam. Perhaps it was designed to appeal to 

South Vietnamese then and later; if so, we see no sign that 

it has had any takers. The vast majority of South Vietnamese 

know the NLF for what it is, and have repeatedly made clear-­

including statements in the past week--their firm belief that 

the NLF is neither independent nor representative of any 

large body of sentiment in the South. 

It may ~e that--as the release in New York suggests-­

we are seeing a propaganda campaign to build up the NLF and 

to claim that it is RRp!!lx separate from Hanoi. I cannot 
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believe that serious students of the situation anywhere 

in the world will fall for this. For the essence of the 

so-called "newu program is just what it was whan the program 

was first put out, again in Hanoi, in early 1961. Then as 

now, the core of the program is xkax the creation of a 
imposed 

coalition government in the South,/without regard to the 

wis~es of the people, and with the NLF in the dtiver's 

seat. We would oppose any such proposal, and every political 

figures of any significance in South Viet-Nam ~s equally 
A.A/fv'i..,'

opposed to it. ,14ainly it is not democracy--but rather a 

device for the NLF to get power in the same way that ~he 

Communists did, through similar coalitions, in Czechoslovakia 

and Poland. 

If anyone has the slightest doubt about this, let him 

read the captured documents that have been made public over 

many months and pulled together in the past week. These 

tell us what the NLF and Hanoi are saying to their people 

in the South. They are saying that coalition means total 

control in the hands ·of the NLF and the Communist Party. 

(For any question on dealing with the NLF, the press 

statement of December 8-attached--covers the waterfront.) 



I 

President's TV Appearance 

President Eisenhower, Congressional leaders, and 

apparently some of our own military are suggesting that we 

have to take stronger action against Cambodia, Laos, or 

North Viet-Nam itself. Is your policy in this area changing? 

Our basic policy is not changing and will not change. 

have consistently acted with great restraint and will 

continue to do so. We mean it when we say that we seek no 

wider war, and that we respect the independence, and 

neutrality of both Cambodia and Laos, and do not threaten 

the regime or the territory of North Viet-Nam. 

At the same time, Hanoi clearly takes a different 

attitude. It has used the territory of Laos for many years 

in violation of the 1962 Accord that it signed, and there 

are some signs that its use of Cambodian territory is 

increasing. It was Hanoi that began in June 1966 to breach 

the Demilitarized Zone at the 17th parallel and to use 

artillery firing from within North Viet-Nam. We cannot 

ignore these problems, but I repeat that we will continue 

to act with great restraint. ( {2_4.,1.iwi.,,IL It;: 

IM'U. 'cl.J a£_1.n,.i,l_:5~ ~ p.-~..___k,C • ~ ~/.J.q•~· 2 
;\/~ /( V, -~£,.,, • ) 



President's TV Appearance 

Why aren't the South Vietnamese doing their share? 

Why can~ they take over more of the war? 

The answer is that they are already doing their share. 

To take the military side of the war alone, South 

Viet-Nam has mustered over 700,000 men (check) and is now 

raising 65,000 more through reductions in the draft age and 

other measures. These forces are taking casualties, above 

all killed in action, that have been consistently higher than 

ours, including the last five months. Last week, for 

example, the South Vietnamese had 389 (check) military men 

killed in action, almost doubt our total for that week. 

These totals vary from week to week, and I don't much like 

to put it in terms of casualties. But by any measure, the 

South Vietnamese forces are doing a major share of the military 

I don't mean to say that these forces are yet as effective 

as they should be, or as effective as their own leaders want 

them to be. But in the past two years--from the low point 

of mid-1965--we have seen steady improvement. And in the 

past six months there has been a clearly growing number of 

~ .
actions in which they have achieved clear successes. One 

V 
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of these was the other day in the Delta, where no American 

forces were involved, and thwere the South Vietnamese cut 

up two Viet Cong battalions. 

Unfortunately, the American people get too little news 

of these actions. You don't hear of the South Vietnamese 

standing--as they did--for the first day and a half at 

Loe Ninh, or playing a major part--as they did--at Dak To. 

Somehow or other, it just isn't news when a South Vi~tnamese 

unit does a job on its own, as is happening more and more. 

Now, these forces can be improved. President Thieu 

knows this. So do we. And through some changes in organi­

zation by them, better leadership, and more American advisers 

in some units, a lot more is being done and will be done. 

But look beyond the military side alone. Who takes the 

burden of terror in the countryside day in and day out? What 

of the 100 (check) officials and other leaders, including 

pacification people, killed week in and week out? If you 

add these to the military losses, you get a much clearer and 

truer picture of where the brunt of the war is falling. 

As for the future, I think the South Vietnamese are 

moving in a direction where they can d9 steadily more. 

And we look to the day when we can hand over loads we are 



-3-

nor bearing. But I can't say when this will happen, for it 

depends on how hard Hanoi pushes, and how rapidly we can 

achieve further successes on our side. 



President's TV Appearance 

Ct.fl 1r1/N61 

Some are ~l ate that your Administration is committed 

to steady escalation of the war and is now seeking a military 

solution. Is this the case? 

Every time our military forces take any new action 

whatever, I see headlines that speak of "escalation" on our 

part. 

I suppose newspapers and you fellows on TV have to have 

something to put in your leads. But it seems to me that you 

have again and again overlooked that, if there is escalation, 

it has been coming overwhelmingly from the other side. 

Look at the record. Hanoi started this thing in 1959 

if not before. Through 1964, Hanoi began to send in .its 

regular forces, well before we started bombing. And since 

1965 Hanoi has continued to pour down its regulars. In 1966, 

Hanoi breached the Demilitarized Zone. The flow of arms 

and men both into North Viet-Nam and from North Viet-Nam 

southward has gone on steadily at a high level . .:_ 

This is what we have had to meet, and what we have to 

go on meeting~ The main lines of our military action are 

clear and have never varied. I cannot ·say that we shall 

never do more, because Hanoi is~showing every sign of doing 

mor_ itself. At the same time, we continue to open avenues 

to peace that could involve reduction of hostilities. What 
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we rejected is any proposal that would call on us to stop 

or reduce our part of the war, while leaving Hanoi free to 

continue and step up what it is doing. 



President's TV Appearance 

Should not the US stop the bombing. even if this 

involves taking a chance whether talks would result? 

Let me make one distinction clear that a lot of people 

seem to overlook. 

Two years ago, a lot of responsible people and 

governments were telling us that Hanoi might talk if we had 

a bombing pause of perhaps three weeks. We had tried a short 

pause in May of 1965, and in December and January .. two years 

ago we stopped bombing for 37 days in response to these very 

appeals. 

You know what happened. Hanoi made no move whatever. 
( 

And after that pause we were told over and over a~n that 

Hanoi regarded the pause as an ultimatum--that the possibility 

that we would renew the bombing was itself some kind of 

threat. 

So, in the past year and a half, Hanoi has taken the 

position that we had to stop the bombing defin~t:h.rely if 

there was to be any possibility of talks. ~his is what they 

said last January, and what they continue to say. 

I don't have to spell out for you·what this means to 

the South Vietnamese and our men on the ground. Last 
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February, during the four-day Vietnamese holidays, Hanoi 

moved tremendous amounts of equipment to the borders of 

South Viet-Nam and beyond. We have nothing to indicate 

that they would not do this again. On the contrary, we 

have captured documents indicating that, if they sat down 

to talk, they would be looking for every chanca to improve 

their military situation so that they got what they wanted 

at the negotiating table. 

The military side is one aspect. Another is whether 

talks under these conditions could possibly be expected to 

produce progress. Some of you remember what happened at 

Pa:·munj om, where the Conununist side refused to come to 

terms for,two years largely because it though~ it was in 

a position to apply continuing military pressure. Our 

casualties in the two years were almost as great as in the 

p·revious intense fighting. And peace did not come. 

These are the points that I and my adviser& have to 

take into account as we look at this problem. Perhaps 

there will be at some point a situation that justifies the 

kind of action that you suggest, but those who urge it 

had better take all the possibilities into account. The 

question will always be whether this or any other action 

on our part would contribute to an honorable and secure 
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peace. And that is the basis on which I will be making 

decisions in this area--and not whether it contributes 

momentarily to my popularity here or abroad. 



President's TV Appearance 

Many are charging that our bombing has destroyed 

opportunities for peace in the past, and that we have not 

made a real effort to get negotiations. How do you view this? 

I don't want to get into detail on past events. But 

I can say flatly that any such claim is totally untrue. On 

the contrary, we have time and again initiated restrains 

in our bombing--both through the many bombing pauses we 

have had, and through lesser forms of restraint such as 

the four months last winter when we did not hit valid 

military targets in the area of Hanoi. We have never closed 

·the door to peace. The problem is that Hanoi has never 

responded to any of the doors we ·have opened. 



President's TV Appearance 

What is your answer to charges that our military actions 

have deliberately created two million refugees in South 

Viet-Nam and inflicted hundreds of thousands of civilian 

casualties? 

These are elements of this war that all of us must 

regret. I regret them, and so does every single member 

of our military forces including General Westmoreland. 

But again the heart of the problem i~ what the other 

side is doing. The civilian casualties they inflict are 

deliberate; they include terror and assassination of thousands 

of innocent South Vietnamese; the other day we saw the 

deliberate use of flamethrowers against a village that 

included a refugee settlement. 

On our side, all our armed forces have acted with a 

restraint virtually unparalleled in warfare, and particularly 

in this kind of war. I am not saying that mis~akes have not 

been made, but if you look at the total record that must be 

the fair conclusion. 
lA~ 1 ~-. fD~ 

As to~refugees, the South Vietnamese must have the 

main respo~sibility. With ourhelp, they have done a great 

deal more. For example, for this year, it appears likely 

that more refugees will have been resettled than have been 
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created. Roughly two-thirds of the refugees have now either 

returned to their homes or been resettled so that they can 

work and live in fairly normal conditions. 

As to civilian casualties, medical facilities have been 
I 

tremendously expanded in the past two years, and three 

major hospitals are now under way for this purpose alone. 

We can and must do more, in partnership with the South 

Vietnamese, but there is no getting away from the heart of 

the problem--that we have to meet the military actions and 

terrorism of the oter side. And we have to judge the 

situation in the light of the fact that Hanoi is responsible 

for this war. 



President's TV Appearance 

Are we making any headway in Viet-Nam? 

I have no doubt at all, from every report at every 

level, that we and the South Vietnamese are making steady 

progress. I cannot set a timetable for when Hanoi will see 
Ou7 

that it can only lose if it 'keeps on, and I think we are 

moving steadily to that result. 

(From here on, the answer could go into highlights of 

the military situation and recent victories, the essential 

pacification figures broadly stated, and stress on the 

political gains compared to two years ago or even a year 

ago. The theme might well be that 1967 has been a year of 

steady progress, but also a year in which much 2ore of a 

base has been laid so that it is reasonable to hope that 

the pace of progress can be stepped up.) 
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