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el BT e December 19, 1967

MEMOBRANDUM FOR THE PRESIDENT
SUBJECT: Reply to Shah's Letter

The Shah wrote you describing his military and economic development
programs for the five years beginning next March.

In short, he ticks off his own economic plans and hopes for U. 5. private
investment much as he outlined them to you in August. He also urges
you to lean on our oll companies to increase their liftings from Iran --

a perennial request, '

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

He wants to know what he can count on from us. All we can say is that

we are going ahead with the third and fourth élices ($50 million each' under
our amended 1964 agreement and beyond that will do all we can but have

to see what Congress does.

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

We've tried to strike a balance in the attached reply between the responsive-
ness [ 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 wheres wea can,

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

W. W. Rostow

For Reference: In 1964, we signed a $200 million agreement to cover

5 years, FY 1965 through FY 1969. It also provided that grant aid would
end in FY 1969, In 1966, we amended that agreement to add another $200
million in sales in four $50 million slices through FY 1970 -- September
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

prograim,

PRESERVATION COPY



Your Imperial Majosty:

1 have now studied carefully your important letter of Novembar 15
and want to give you the more detailed reply which I promised
in my note of November 30.

First let me sey that your vieit here was one of the bright spots
of the year for me. [ warmly appreciate the privilege of talk-
ing to a leader who shares our views and approach to the
problams of the world and who understands the heavy burdens
which those problems place upon this country.

I alpo appreciate the cordial reception you gave on November 22
to Governor Harriman who has reported to me on his valuable
talk with you. I am glad wo can maintain our continuing exchange
of thoughts through talks like that as weoll as by letter.

What you tell me of your new five-year development program
is indeed good news, The pace of Iran's development arouses
deep admiration everywheare.

I am aspecially heartensd that economic development will con-
tisue Iran's major geal. Weo bave worked closely with you in
this field, Now with the closing of cur ald mission in lran we
look forward to a different, but equally productive, kind of
economic cooperation between our two countries. We hope this
will include increased participation by private American firmae
in Iran's development, as you suggest, and we will do what we
can to support American investment there.

I am also glad that plamaing is moving shead on the water
resources study on which we agresd in principle when you were
here. Ibhope this will become another important aspect of our
coatinuing economic cooperation. OCur team can go to Iran as
scon as we receive the preliminary data your authorities will
provide and we can complete the Memorandum of Understanding
now in Tehran for atudy.
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In the light of Congreseional views, we will also have to consider
carefully with you the implications of the substantial military
expanditares you project. You are, of course, the best judge
of what Iren's security requires, and I know your determination
that every rial diverted from economic and soclal development
to military expenditures be epont in Iran's national intereste.
Howsver, my daep interest in tha success of Your Majesty's
development program prompts some concern about the contem-
plated size of your military program as mentionsd in your
letter and to Governor Harriman, and we will wish to diecuss
thio concern with you,

It remains, Your Majesty, & source of great satisfaction to me
to note the example which Iran is setting in the Middle East
through its economic and social progrese and its constructive
positien in international affairs., Your statesmanship in the
Arab-Israsli crisis and your current efforts to strangthen your
ties with the moderate Arab natioas, as evidenced by your
fortheoming trip to Saudi Arabls, provide raye of hope and
engcouragement in a troubled area, Americans gverywhore are
proud to bave you and your ecuntry as our friends.

Mrps. Johnson and I would also like to take this opportunity to
send you and the Empress our warm good wisheas.

Sincerely,
/s/ LBT

His Imperial Majesty
Mohammad Reza Shabh FPahlavi
Shahaneghah of Iran

Tehran

LBJ:HS:feg
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T“-dlrl December l!r 1967 == §:00 a, m.

Mr. President: N »

Herewith Wilson ralses the question of whether you would be i -
prepared to budget for a short conversation with him after the service
on Friday lan Melbourne.

He will not be golag to Canbarra.

As you will note from Bunker's latest, Westy wants us In some time
between 10:00 a.m. and 3:00 p.m. I doa't have & schedule of times and
distances in front of me, but that may require that we leave Australia late
on Friday unless we go to the airfield in Thailand and spend the might and
back track on Saturday to Vietnam,

In any case, we should get off a telegram to Wilsoa this morning; and,
In the clrcumstances, I would be inclined to recommend that you find an
occasion after the service in Melborne for a short talk.

W, W. Rostow

Wlilson talk in Melbournse Friday approved

Disapproved
Sea me
WWRostow:rin D=1 AGSIEIED

Whits H ines, Fab. 24, 1983
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MEMORANDUM e

THE WHITE HOUSE

WAIHINGTON

SECRET/SENSITIVE
Monday, December 18, 1957

DECLASSIFIED
Authority Fusecss, /25 5cr-27:40
SUBJECT: Balance of Payments Program Byag ﬁi 5, NARA, Date_~~7-7 -

At Tab A is Secretary Fowler's memo recomnmending 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 recommen dations to you
within a week.

MEMORANDUM FOR THE PRESIDENT

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 a more liberal Ex-Im policy on re-
dicounting - 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; il

-- mnew techniques for tying aid and making sure that it does not v
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

SECRET/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 through 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 Trowbridge's clients.

\

3. Increase repatriation of earnings through a temporary tax on
earnings 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 j
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 cbjections 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 Ca lifano, we will outline for you separately
what could be accomplished through a program that did not require new

legislation,

W. W. Rostow

Mr. ﬂ-ﬁi‘l—l-j';
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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 considerations,
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 350 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 cooperative 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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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
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‘Monday, Decomber 18, 1967
SEERAET- 6:00 p. m,

MR. PRESIDENT:
The message delivered teday from Nasser was as follows:

1. He exprossed his highost persoaal esteem; regrets the break
in our relations; wishes a return to mormal relations; and promises, if
80, that hoa would use his bast afforts to induee othars to jein in re-
ostablishing relations with tha U. 5.

iZ. In the event recognition is worked cut, he would ask the belp of
the U, 8, -U, N. in bringing about 2 withdrawal of Israsli forces; bnth-
agrees that he must aleo move.

3. Spacifically, he would:
- Iﬂ“‘lﬂllﬂd guarantoo [srasl's boundaries;
== accopt the doctrine of noa-belligereace with all its consequences;

-- roquire some definitive soluticn to the refuges problom con-
sistent with Israel's existence; that is to say, he would accept
either reseottlement in lsrael or some compensation for the

refugees,

Under these clrcumstances, he would thea commit himaself to full
diplomatic relations with Iarasl. -

4. He would appreciate it groatly if, whon relations are recumed, we
could make some gesture of understanding to the Arabs. He uaderstands

fully our commitment to Israsl; but the Arab peoples belleve that we are
actively hostile to the Rlrab nations. He says that we would know better than

he what kind of a gosture might be appropriate.

10 Y
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MEMORANDUM ; ';?

THE WHITE HOUSE
ComPFI NI AL WASHINGTRE 4 cormmn December 18, 1967

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

Mr, President: By E]Q NARA, Daec9-18-9¢

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 5ubmarme s. They all ¢ontinue to Bupport thisy

T W T AT e

dﬂcm:!?g_,“ whi-g'._]L):nu approved on J:uly' 26,-1967, subject to apprnErxate con=-:-—y
sy_].tahnn with the Joint Committee, farid believe a nega.nw decision coulgd:
M&ﬂiﬁ_ﬂanw without cnmpﬂnﬂit_u_g_pﬂga_ggaggg: ___Ig- summary, their

iews are;

1. Kat:anha:ch__ﬂ;ﬂ}' ‘daes not agr’é‘e‘wuh Pastnra'—s belief that the
proposed sale will give us problems with our other allies or 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 ''slap in the face'" at a time when Wilson is under
domestic pressure to reduce his support for our Vietnam policy.

i Z.ﬂ “Sezborg (Tab C) does nof Balieve this action, whichisg a continvay
tion-of extensive ‘existing arrangéments, w'nulﬂ be considered discrimind-#
tory by our other a.llms in view of our 1ung lustur}- oi copperation with the?
UK in thl___,_jlﬂld- Hé states that this arrangement would not aid the UK in
international commerce.

3, ~HetHlg {Tab D} believes that & Wegative decision would:seriously.,
undercut the gmudwﬂl created by our long and successful cooperation on the
x_qgt of the UK submarine program, 7 He does not believe that these sales
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,

The reply | to Pastare presents sﬂrﬂ‘ething of 2 problem-since this ira com=;
-plax E'Lib;lﬂ-l:t that touches on sensitive issues with the Joint Committee; It
is also clear from Pastore's letter and the transcript of the hﬂarings that
he wants your personal view on the decision. j{a*zenhach *Bcnmmegdg that
ypu not commit yourself to a detailed Teply but rather send a “brief letter, j

Y

stating your decision to go ahead Wwith the. propqsaﬁ, with an_ unsigned attach=»
Eenﬁ re&pnndhs_‘tn his questions, 2

Attached (Tab E) for your consideration and signature is the reply to Pastore
concurred in by State and AEC,

f&“ﬁﬁmﬂ-’. w"‘- G .g—;;;:_'

S

Atts, (5)
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November 21, 1967

Dear Senator!

Thank you for your letter of November 20
to the President concerning the request of
Great Britain that the United States provide
fuel for their nuclear submarine program
in the post 1970 period.

Your views and those of the Jolnt Comm/lttea
on Atomle Energy as expreseed in your letter
will have the careful attention of the President.

* Sincerely,

Mike Manatos
Administrative Assistant
to the President

Hmrahh John ©O. Pastore
United States Senate
Washington, D. C.

Ll
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FOCHA D B FUTEELL, A bR pEglE, L.
EIWTEN P, AMOE RN, k. LWIE, WATHE W, ABFRALL. CELE,
MR . SAEN I WASH, a e Yo, v
T Congress of the United States SRR,
prresediogesosip coviel BN JOINT COMMITTEE ON ATOMIC ENERGY e

WasningToN, D.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 200 to 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, 1 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 the Committee on this matter,

The AEC in presenting the arguments for this proposed agreement.
stated a belief that military as well as "'political' 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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DEPARTMENT OF STATE
WASHINGTON

December 12, 1967

MEMORANDUM FOR 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 in 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.

DECLASSIFIED
Anthodity 164 93-293
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TAB B

-GONFIDENPFAL ’Tﬁ

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 considerations are 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

substantial technical assistance under the 1958 Mutual

DECLASSIFIED ~—GeNFIDENT IAE—
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CONRIEITEE ' e

UNITED STATES

ATOMIC ENERGY COMMISSION A =
WASHINGTON, D.C. 20545 & - /:‘L-'-a.-_

J = atledeo
f ¥

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's letter of
November 20, 1967, in connection with the United Kingdom's request
for enriched fuel for their nuclear submarine'program.

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 nuclear 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, HMS DREADNOUGHI, became
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 alsc 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 praesently providing the U, K. with technical
information and El:;ui.pment to enable them to conduct the first nuclear
refueling of the HMS DREADNOUGHT in 1968. The U. K. nuclear submarine
force is available to support MNATO and thus can contribute substan=
tizlly to our mutual defense.

This material contolna Informeiien  cflectng the
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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 loock at the issues 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 that 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. EKnowing your reservations
on this matter, I deeply appreciate your willingness to
support me in this decision,

Perhaps you would like to talk with 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

n
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FROPOSED PARTIAL RESPONSE
T0 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 pest 1970 period. As your letter noted this request
had already received my approval subject to consultations with your
Committee.

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 international market for nuclear power.

I understand from the Atomlc Energy Commission that the amount of
slightly enriched fuel which the British have requested for their
nuclear power program would release 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, z
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 uranfum for potential competition with the
United States and I understand 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 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.
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GONFIDERHA,

In view of our agreement of last year to provide the United Kingdom with
material for civil purposes, L believe it would be difficult to justify
withholding material from the United Kingdom for use in & substantial
and important defense program which contributes materially through
MATO arrangements to our own common defense and security.

i
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
comnitments 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
Brench 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 give 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 leng-
standing policy of limiting the dissemination of our maval nuclear
propulsion technology and discouraging other 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
submar{ie program should not cause us any additional diffi:ultien with
The Netherlands.

1'|'l'|'|"- RIS E
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C ST,

THE SUFPLY OF ENRICHED URANIUM FUEL
FOR THE UK SUBEMARINE PROGRAM

Concern has been expressed about the proposed supply of en-
riched uranium 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 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 considerations are discussed in order.

1. 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 its nuclear hunter=killer sub=-
marines to NATO missions.

Up to nux‘u‘, 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

DECLASSIFIED NE'L
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MEMORANDUM ™~ &

THE WHITE HOUSE

WASHINGTON

CoONFIBENTIAL December 1, 1967

MEMORANDUM FOR MR, ROSTOW

Subject: Senator Pastore'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 for use in its nuclear submarines. 1
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 Peolaris submarine program as well as our
broader '"special relationship" with the UK in the field of atomic 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-nuclear
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 summer 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 51.r.=.=tem. It is in connection with this broad range of
activities that we have also been supplying under the 1958 Agreement
enriched U-235 to the UK to fuel their nuclear submarines.

GROUP I S&T Control No. 1588,
Excluded from automatic 7 copies. _3 pages,
downgrading and declassification. Copy / , Series A.
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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.

L
p e

Donald F. Hornig

Attachment:

Cy of 1tr 11/20/67
fm Senator Pastore
to the President
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THE SUPPLY OF ENRICHED URANIUM FUEL
FOR THE UK SUBLARINE PROGIUALL

Concern has beon expressed about the proposed supply of en-
riched uranium to the British for their nuclear submarine program in
the post-197J perlod on the following srounds:

1. Suchan arrangement might complicate our relationships
with othar countrios which have requested, but have not received, US
asgistance for navel nuclear propulsion programs;

2. Purchaee of cubrnarine fuel from the US may cnable tho
UK to compete more effectively with the US in the international nuclear
power market;

3. Such an arrangement is unwarrantoed in view of UIL trade
with Red China, Neorth Vietnam and Cuba.

These considerations arc discussed in order.

1. Effects on US Relationa with Other Countries

The United Etates has had a major influence on both the
hunter-liller and Polarle subinarine programe of the UK. We have
provided both a completo reactor for the first UX nuclear hunter-killer
subraarine and continuing substantial technical assistance under the
1953 iLiutual Defenso Agreement. The 1962 Nassau Agreement resulted
in the Uil undertaking its Fglaris submarine program. Under this
Agroesnent, all of the UIX Polaris submarines are to be coramitted to
NATO, The Uil is aloo assizning all of its nuclear hunter=killer sube-
marines to NATO missions.

Up to now, the UK has nrovided fuel for all its maclear
subraarines except tife fivst one, using materisl produced at tha Capen=
hurst zascous diffusion plant, Ilowever, the top stazes of that plant
were shut dowm in 1964 at the time the US and USSR were a2lso announcing
cuthacks in the production of weapons materials. Additional highly ene
riched uranium ouitable for submarine fuel could be precduced et
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Moaday
December 18, 1967

A L
MEMORANDUM FOR THE PRESIDENT

SUBJECT: Meossage to Australian Governor Gensral

In additioa to the loager massage to Deputy Prime Minister McEwan,
there should be some massage from you to the Australian Governor
General, Richard Lord Casey. State's suggestion las:

"Words cannot express my shock and sorrow at the tragic
accldent which has bafallen Prima Minlster Harold Holt.
He was the gallant loader of 2 grest nation whose ties with
us grow stronger every day, I was proud to count him
among my most trusted friends. My thoughts teday are
with his family and with the Australian paople, whose grief

I share,"

1 recommand you approve it.

W. W, Rﬂliﬂ"

Approve {,f"if

Disapprove

See me

MW right:wpt



Gi-yuk
§:91 95 lMonday, December 18, 1967 -- 1:55 p.m.

Mr. Prosident:

Luke Battle ard I have just seen Mr, James E. Blrdsall who has seen
Preslident Nasser la Cairo,

He has two messages: ﬁ"*" ;4/’5‘”

== & letter to you from Presldent Nasser which says, apparently,
that he wishes to resume normal good relations with the U.5.; and

== that Mr, Birdsall s carrylag a verbal message to you from
him,

Birdsall tells us that the verbal message represents a step Masser Is
prepared to take which ha, Birdeall, regards as constructive. Birdsall alee
says that he has promised to deliver the varbal message to you and to no ons
elsa. The reason be is carrying a letter is that he, Birdsall, insisted to
Nasser that he must have some boaa flde to back up the message he was asked
to deliver verbally to you,

Birdeall says that the reason why Nasser Inslsts on the message being
delivered varbally ls that his "persomal security” may be Involved because of
having taken so forward a stap.

Birdesall says that as a man of honor he cannst deliver tha menssage to
anyone but the Presldent; that it would take at the most 3 minutes of your time;
and if he does not see you, he will simply report back to the Egyptians that
be falled as a messonger boy. Has urges, as a cltizen, that he be parmitted to
daliver the measage. He rightly observes that Nasser, with his curlous
penchant for side signals, will regard a fallure of Birdsall's ability to deliver;
as a rebuff by the U, 5. to Egypt and to himself persc=ally.

Both Luke Battle and I feel that in the curious clrcumstances of all this,
with a signed persenal message to you from Nasser apparently in hasd, you
ought to see Blrdsall and hear his verbal message.

I am making avallable a copy of this lmmedlately to Sec. Rusk through
Luke. You may wish to ask Sec. Rusk hls own view.

W. W, Rostow

WWRostow:rln ~SECRET—
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SECRET/SENSITIVE
Monday, December 18, 1967

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Balance of Payments Program

At Tab A ls Secretary Fowler's memo recommending anfactien program
for the balance of payments. It was completed today and is now being staffed
cut. Our objective is to get tho Cablnet Committee recommendations to
you within a week.

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

l. Export expansion measures through:

== improved financing facilities (largely through the Ex-Im);

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

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

-- pqueesing more offsets on military expenditures;

-- new tochaiques for tylag aid and making sure that it does not
replace commercial exports.

3. Promoting lnrll._n_ investment Iin the United States.

The controversial issues and the big elements in a new program == are:

1. Border tax adjustments. This means calculating the amounfy of
indirect tazes masnulacturers pay and rebating it on exports and
adding it as a levy on importa. The amount belng discussed ranges
from 2% to 4%. The ultimate trade effect would be significant if
the other countries stoed for it. If they did not, we would be in
a trade war. (Legislatica required)
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SECRET/SENSITIVE - BN

2.

4.

During the course of this waek, we will set out for you how much we
beliseve may be nseded, how much sach of thess actions might bring in, the
advantages and disadvantages of different mixes and what we may expect in the

Measures te reduce capital expo rts through tightening the
voluntary programas oa direct ilavestments and on bank credit

(no legislation but wapopular with businessmaen).

Increase repatristion of sarnings through a tempeorary tax on
earaings retained abroad ﬁh-n‘Th-r exceed 25% of the total
earned abroad. (Lagislation required)

Reduce the travel deficit through a temporary tax en tourists te
expire December 31, 1969. (A petatoe-legislation required)

Cengress.

Secretary Fowler is setting up small task forces for sach of the major

questisas.

The Deming Group will loek at the program as a whole and seek to put it
Fowler will ask you whether you have any objections to his showing
his memo te you to the Deming Greup. They will need it to do a proper jeb of

in sumbars.

assessment and will handle it with care.

W. W. Rostow Joe Califane

ERF:mst
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INFORMATION

Meozday, Decembaer 18, 1967
9:40 a.m.

Mr, Proaldent:

To save time I send Imnmadiataly

this appreoach to the peace matter, for
10:00 a. m.

I checked It with Blll Bundy who
saye it is ekay In this form. At this

particular momant he dosan't think we
should evertly press Thisu beyend the

fifth paragraph.

W. W. Rostow

WWRostow:rln
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Monday, December 18, 1967

This war could be eandad in a matter of weeks if the cother 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 20% or so of the population now under Viet Cong control
must liveé under a one man, one vote constitutional system if there is to
be peace.

Fifth, - s—tras : sppelI-l-ns: ~oTa
Ol Ote- by stern, FPresident Thieu has sald the South Vietnamese
government is not prepared to recognize the NLF as a government and it
knows well NLF's control by Hanci. 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. " [fye THll Ths v ov oliddemmsdg Pl

I hope the other side responds to this offer, That is why our statement
of December 8 said '"We 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 cut in South Vietnam by the people of South Vietnam, "
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DECI ASSTRIE INFORMATION

S RGRITT . SENSITIVE
Moaday, December 18, 1967 -- 8:00 p.m. .
g

Mr. President: F s

Briefly the Australian situation ls as follows as of 7:45 a. m. this
morning.

The funeral or memorial service for Prime Minlster Holt will

probably be held on Friday, December 22, at 11:00 a, m, in Melbourns
or Canberra. (Tab l)

Thieu had planned teo send Ky but will go himself if you go. (Tab Z)

Park will go if you go, (Tab 3)

Sato has a "cruclal Diet debate" at which he must parsonally be
presant but will send Kawashima, Vice Prasident of the Libaral Democratic
Party and the most sonlor political perseoa avallable., (Tab 4)

Although his schedule ls tight, Thanem will probably go. (Tab 5)

Holyocake will go. (Tab 6)

Mchdahon s plunging for the succession of Holt, but Governor-General
Casey ls trying to hald him off and would llke McEwen to act for several
weeks until the Liberal Party can sort ltself out. Casey will delay his
formal announcement that Prime Minister Holt ls presumed dead and swear
In McEwen at noon, December 30 (Wednssday). (Tab 7)

An authoritative account of how Holt got into trouble and the
difficulties in the rescus oparation. (Tab 8)

No word yet from Djakarta.

W. W, Rostow

WWRostow:rln
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NODIS -
LITERALLY EYES ONLY FOR THE SECRETARY FROM ByMKER

I HAVE JUST SEEN PRESIDENT THIEU WHO INFORMED ME THAT

HE ‘HAD DESIGNATED VICE PRESIDENT KY TO REPRESENT THE GVH
AT."SERVICES FOR PRIME MINISTER HOLT ByT THAT IF PRESTIDENT AND
OTHER. CHIEFS OF GOVERNMENT PLAN TO ATTEND HE HIMSELF WILL

G0. HE WOULD WELCOME OPPORTUNWITYTO MEET WITH THE PRESIDENT.
HE WOULD LIKE TS XNOWw PRESIDENT'S PLANS AS SOON AS POSSIBLE
S0 HE: CAN MAKE ARRANGEMETS FOR TRANSPORTATION. HE WOULD

ALSO LIKE T7 XdJOW WHC WILL BE ACCOMPANYING FRESIDENT SO

THAT HE CAN MAXKE PLANS FGCBHEIHGLY FOR PERSONNEL WHO SHOULD
ACCOMPANY WTH, EJ“EEE ;

BI:

NUBEY

NNNY

DECLASSIFIED
E.Q. 12958, Sec. 3.5
State Dept. Guidelines

g NARA D 594
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NODIS _ State Dept. Guidelines
51-#bﬁlrﬂﬁﬂﬁwﬂwm£&ﬂjl£iﬁ
SUBJ: ATTENDANCE HOLT MEMORIAL SERVICE :

REF: STATE 85868

- PRESIDENT PAK STATED HE WILL ATTEND HEHDRIAL SERVICE
IF EFT IF'FRES JOHNSON DB¢E‘ .

2 FAH STRONGLY URGEZS THAT FHH OBVIOUS DNOMESTIC POLITICAL
REASONS HE BT ABLE ANNOuNCE HIS TRAVEL PLANS TO AUSTRALIA
BEFORE RPT BIFORE PUBLIC ANNOUNCEMENT IN WASH OF PRES
JOHNSON"S PLAN TO ATTEND HOLT SERVICES. IF THIS NOT
FEASIBLE, PaK WaANTS SIMULTANEOpS ANNOUNCEMENT OF HIS AND
PRES JOHRNSOM'S PLANS TO G0 TO AUSTRALIA.,

3. COMMENT: SINCE PAK DESIRE FOR PRIOR PUELIC ANNOpgNCE-
MENT CLEARLY RELATED TRDI‘JE‘DIEPRICH PROBLEM, RECOHMEND

Pl‘-‘iGE 2 RyALOS EGETEW
HE BE GIVEW OPPORTUNITY ﬁﬂHE ENHDUHGEFEHT GH TRAVEL PLANS
FIRST.

4. THUHEH QUsSTION OF TRA"JEF'DHTI&TIDM NOT RAISED, URGE
WASHINGTON CONSIDER POSSIBILITY OF RESFONDING AFFIEH&TIUELY
AND. PROMPTLY SHOULD PAX ASK FOR USAF JET AIRLIFT

TO AND FROM aUSTRALIA FOR. HIMSELF AND HIS PARTY.

=, @P-3. PORTER
BT

MNNN
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NﬂﬂIS

REF: A. STATE 853683
B. TOXYO 847 (NOTAL)

PRINE MINISTER PEGRETS THAT BECAUSE OF CRuCIAL DIET DEBATE,
AT WHICH HME MUST PERSONALLY BE PRESENT, IT WILL NOT BE

PAGE 2 Runm'r ARG AT S ——

'POSSIPLE FOR W14 TO ATTEND SERVICES FOR HOLT IN ausTRnLla.

AS OTHER CABINET MEMBERS MUST ALSO BE PRESENT AT DEBATE,

HE PLANS TO SENC SHOJIRO KAWASHIMA, VICE PRESIDENT OF LIBERAL
‘DEMOCRATIC PARTY, AS MOST SENIOR. POLITICAL PERSONNAGE
AVAILABLE.

JOHNSON
BT.

P HODES.
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ITNFO ZEN/AMEMBASSY MANILA IMMEDIATE 1964
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State Dept. Guidelines
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EYES ONLY FOR THE .SEICRETARY AND AMBASSADORS

REF: STATE 258582

‘1. THIS NORNIWG I SPOYE TO PRIMIN ALONG LINES DEPTEL.
THANOM SAID HT wOuLD LIKE VERY MUCH TO GO TO AUSTRALIA
FOR THE SERVICE BYyT HE COpLD NOT DO SO IF IT WERE HELD
ON WEDNESDAY. ON THAT DAY HE MUST DE PRESENT IN KHON
KAEE WHEN HIS MAJESTY. THE KING FORWALLY OPENS THE' NEW

UNIVERSITY THERE.

2. THE'PRIME MINISTER ALSO COpyLD NOT COMMIT HIMSELF

ON FRIDAY, BuT SAID HE wOpyLD GO THEN IF PLANE _
SCHEDULE COyLD BE ARRANGED$ QANTAS HAS ALREADY BEEN ASKED BY
HIS OFFICE TO TRY TO WORK OUT ACCEPTABLE SCHEDjLE. PRIMIN

COoNLD LEAU“ WEDNESDAY P.M. OR THURSDAY A.M.,
NGxOg ON SATHRDAY, THE 23RD.

BACK IN B

8T MUST BE
ON THE 24TH EAFLY HE

LEAVES Fﬂ” VISIT TO THAI 'FORCES IN SOuTH VIETNAM, FROM WHICH
HE WILL RETyRN TO BaNG¥Oyx OMN.THE 25TH. (THIS IS ﬂFFﬁHEﬂTLY WHAT

HAS BEEN WORXED CuT
My JTEL 7483 OF DEC 17.)

3.

BETWEEN' RTG AND EVN SINCE. REPORT EQHIAIWED

1 EMPHASTZED PRESIDENT'S PERSONAL INTEREST 1IN

MATTEZR, VALUE OF GESTURE AND USEFULMESS OF INFORMAL MEETING
EVEN IF BRIEF. MY IMPRESSION ‘IS THAT THANOM WILL MAXE GREAT

EFFORT ATTEND IF SERVICE ON FRIDAY,

AND ESPECIALLY IF MOST OR

ALL OTHER CHIEFS OF: GDHERNHTHTS FROM AREA ﬂTTEHﬁ.

UNEER
BT
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wilmigepuy® T \YELLINGTON 1895 By FQ,HARA,Damﬁ'-
NODIS

REFr STATE 85868

1, PRIMIN HOLYOAXE IN CABINET SESSION AND NOT

IMMEDIATELY AVAILAELE BT SECRETARY OF EXTERNAL AFFAIRS
LAKING ASSURES %E THAT PRIME MINISTER IS CERTAIN TO ATTEND
HOLT FUNERAL. LAXING BELIEVES PRIMIN WILL NOT WISH TO
DISCUSS FUNERAL PLANS UNTIL HOLT DERTH OFFICIALLY CONFIRMED.

2. WE BELIEVE HILYOQAKE WOuLD HELCGME CPPORTUNITY
T0 TALX INFORKALLY WITH PRESIDENT IN CANBERRA.
HENNING

BT

£

S Wl
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CINCPAC FOR POLAD
REF: 'CANSERRA 2656

I1¢ IN COURSE OF LUNCH Tnﬂav GOVERNOR=GENERAL EXPRESSED HIS
PERSONAL MISGIVINGS AT POSSIBLE COURSE OF DEVELOPMENTS
. FOLLOWING HIS PLANNED :DECLARATION THAT FRIME WINISTER ‘HOLT
¢/ PRESUMED DEADs HE TOLD /ME,HE WAS PERSONALLY CONVINCED
<‘, tHnT DEPUTY LIBERAL LEAnEH AND TREASURER HILLIAH MCMAHON

PAGE 2 RUEHBAC 2667 Swiaiueitmimps

© NOT RPT NQT THE MAN 'TO LEAD AUSTRALIA AND HE_INTENDED
70 EXERCISE SOME INFLUENCE_IN THIS REGARDs HE HAD PERSONALLY
D.SZUSSED .SITUATION WITH PDEPUTY _PRIME MINISTER MCEWEN,
MINEXTAFF HASLUCK, MINDEFENSE FAIRHALL AND MINEDUCATION SEN«
ATOR GORTON AND FOUND THAT, ALL AGREE MCMAHON'S SELECTION
MIGHT WELL BREAK APART :COALITION GOVERNMENT AND EVE. FRAGMENT
LIBERAL PARTY.

5. CASEY WAS 0BVIOUSLY ANNOYED AT DISCOVERY THAT MCMAHON
NOT TO BE REPRODUCED
WITHOUT THE AUTHORIZATION
OFEBMSRECUTIVE SECRETARY

e ——
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Meoaday -~ December 18, 1967

Mr. Preoidant:

The following were the votes on this sesslon's significant
Defense money bills:

FY 1967 -- Supplemental Appropriation
House 385-11

Senate T7-3

FY 1968 -- Defense Appropriation
House 407-1

Senate 84-3

-= Military Construction Bill

House 362-26

Semate T1-3

Thers were other minor bills, but these are the maost
sigaificant.

W. W. Rostow

Meadoy -~
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Africa

Four years ago the Commusists had significant leverage on at least
five countries ln Africa. That grip has beea weakened mainly because the
African people and thelr leaders have demonstrated how desply they prise

thelr ladependence.
The Comamunists have not given up in Africa, by any means,
And there will be problems ahead as these young nations find thelr feet.

But they are defending thelr independence; they are making progress; and,
above all, they are beglaaing to cooperats with ane another.

In all this they know they have our support. We set our course ln my
talk te the Organisation of African Unity Ambassadors ia the summer of
1966 -- tha first speech aver givea by an American President on Afrlcan
policy. And ws shall stay with It.



Sunday, December 17, 1967 ta
8:50 p.m. ot :

kr. Prealdent:

Harewith the short answers to ths
19 foreign palicy quasticas.

I have placed in Tabe, for coavenlence
of reference, the relovant regliomal statemants

of progress -- including the new short African
staterment.

W. W. Rostow

WWRostow:rln
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1. What ls your estimate of Soviet- American relations today?

Bovist- Amaerican relations are bettar than they were but are not as geed
as | would like to see them,

They bhave impreved since the days of the Berlin crisie and the Cuba missile
crisle. By the time I met Chairman Kosygla bt Glassboro, we had develeped
more common ground than exlsted when President Kennedy met Khrushechav In
Vieana, But there is still much progress to be made U the Sovist Unlon and
the United States are to make the maxbmum centribution thafy could to world peace
and order.

2, You and Chalrman Kesygia referred at Glasshore to the value of continning
talks, What are prospects now of new face-to-face talks with Soviet leaders?

We have no plans now te meet with the Soviet lsaders., But we ars In close
coatact at many levals from the President and Premier to ths two excellant
Ambassadeors that we have serviag our natioas.

3. What ls Russia's attitude toward the Vistnam war?

The Soviet Unioa ls asslsting Nerth Vietnam, neiably in alr Mm/uqﬂp-
ment and sconomic ald,. We would hope that the Soviet Unlon would exsrcise
more fully its respensibilities as co-chalrman of the Geneva Confarence to
briag about peace.

4, Ia Eurepe teday, ls the attitude of France a barrier te peace and progress
there?

The view of the French governmant at the pressat time differs on a sumber
of lsswes from that of the other goveraments of Western Eurepes and the United
States. Its attitwde and policy have not prevested us from maintaining NATO
and carrying forward much ceastructive werk in the Atlantic cemamunity. {5“ Tab A)
Pasple of France and the peopls of the United States remaln, In my §
loyal to the friendshlp which has existed for almast 200 years. In time, Ihu-pc
and belleve our peliclas will ba cleser than they are today.

5. Would conditions lmpreve If you had better communication with General
de Gaulla?

Cur commaunications with Gensral de Gaulle, through the two Ambassaders,
are excellent, Such problems as we may have between the two cmtrhl are not,
in my judgment, a matter of communication.
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16. Why haven't we clogsed up tho Halphong harbor, and used "het purcuit"
asgalnst cnoamy planas that find sanciuary in so-called noutral areas?

We have not closed Halpheng harbor bocause It Invelves risks of widening
the war which cutwoigh the posolble beneflits. We should remember there are
othor waye of gotting cupplies into North Vietnam than through Halphong harbor:
via Chica ard cther ports. As for "het purguit" our basle polley lo to use
military means with groat restraint. Wo cock no widor war, We rosopect the
indopocdeonce and nautrality of both Cambedia ard Lacas. We have no desire
to threaten tho roglme or torritory of North Vietnam, [ must also say that
Hanol cloarly takes o different positica, It has viclated the torritory of Laoe
for many years In violation of the 1962 Accozd that it sigred. Thore are some
olgno that its use of Cambodlan torritory lo lncrensing, In Jumo 1966 it
broached the demlilitzrized zone of the 1Tth parallel arnd bogan artlllory fire
within North Viotaam agalnst the South,

We cannot ignore those probloma; but 1 repeat that we will centinug to
act with groat restralnt,

I7. What [s the answer to thoso who say we should pull out and come home?

I have anowored that quosticn many timoo. My answer comes to thlo., Our
natlonal sgeurity doponde on seeing the war through to an honorable peace
because otabllity md progreess ln Asla, whore two-thirds of humanity live,
require that aggroosolon not succeed in Vietnam. If this mation io to malotain
its place as an cffective world powar -- In Eurcpo, the Middle East, Latin
Amories and ¢loowhore -~ we must sce It through to an honorable peacoe.
Becaouse our word, pledged In solomn troaty, 1o at stake in Vietoam,

I thave thought loag and hard on this matter., I am convinced that, If we
pulled out and came homa, the result would not be posco In tho world but
disrupticn and dangor and probably -- la a little while -~ a greetsr war,

18. What's really In this for us? Wo;re now being told we're holding off
Chinope communism, Isa't this a new and difforent justification?

Vhat lo In It for us le that Agla not be thrown Into Chaos and o larger war.
If wo loave, thoro ls no power In Southoast Asla capable of deallag with Communist
Chica, That lo why tho nations of the area and thelr leaders, virteally without
axcoption, support our basic stand in Viotoam.

They belleve tholr ledopondonce would be threatonsd If we were to withdraw.
Nelthor we nor thoy threoaten Communiot Chiza, We all loock to the day of poace,
Presldent Elsonhowoer's judgmont, when ho proposed the SEATO treaty to the
Senats, was that our commitment was required for pesce and ctablllty in the
area. That wgo tho strongly held and streagly stated view of Presidont Kennedy.


https://S0\1thoa.at
https://Bocnu.ao
https://ao-ct.'11.od

=5~

You may remember that when asked i he bellaved in the domino theery,
President Kennedy sald this: "I belleve it. I think that the struggle ls close
ansugh. China ls so large, looms se high just bayond the froatiera, that Iif
South Viet-Nam weat, it would not enly give them an lmpreoved geographic
pesition for a guerrills assauit on Malaya, but would alse give the impressiea
that the wave of the futurve In Southeast Asla was China and the Commuanlsts,
So 1 bellave it." Feur years of further axperlence have proved that judgment
to be correct. I agree with it,

19. Whmmlwuﬁ? Isn't therve & chance Hanol might be prepared
to nggotlate now, If the bembing wers to atop for a time?

At San Antenro I stated that we wers prepared to stop bombing if the other
side was prepared to engage in prempt and preductive talks. We would assume
that they would not take advantage of that pause. I cannot think of falrer tarms
than that. Thelr reply was, simply, Hﬂbthtr“umthhnm. From
svery plece of evidence avallable to mie, I would say a bembing pause would not
lead at this time to a serlous movement towards peace.
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In Europe, de spite dlff:.cultles, we have maintained and even expanded the
basis for our cooperation with that cnt:.cal area:

-- We have successfully' transferred NATQO from Paris to Brussels and
increased NATO's deterrent power over these 4 years;

-~ The trilateral talks between Germany, the United Kingdom, andthe
United States permitted NATO to stabilize our forces on the central front and
provided fair financial arrangements to support those forces;

-- Negotiating with the EuroPean cornmumty and others, we successfully
completed the Kennedy Round of trade negotiations;

-- Working first with our European friends and then with the world ’k‘»'
monetary conference at Rio, we created a new international reserve unit to supple-
ment medequate 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 d:.ff:.cultles, we are confldent

. this pohcy W..ll flourish in th.e years a.head

i
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‘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 1ndependence. '

The Communists have not given up in Africa, by any means.
And there will be pro.blems-a.hea.d as these young nations find their feet,

But they are defending their independence; they are ma.kmg 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 Organization of African Unity Ambassadors in the summer of
1966 -- the first speech ever given by an American President on African
policy. And we shall stay with it,, 2 - '
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-- It was the U, S. which played the leading outside role in helping the -
Congo put down the recent uprising of mercenaries which threatened rac1a1
d:.saster and political chaoa in the Congo. :

I have come to know the Adrican 1@&.(‘1@:’5 personally, I received 8 African
heads of state in the past year alone and 3 more will be visiting in the first

6 months of 1968,

I have confidence in thelr determination to preserve their independence and -
to get on with the J,o'b of building their nations and the whole regmn. . o





https://1964-.67




INFOEMATION

Sunday, Dgcember 17, 1967
5:30 p.m.

Mr. President:

Herewith Bill Bundy's replies to
possible questions,

W. W. Rostow
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I1f, of course, Hanol is prepared at any time 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.






















































INFORMATION ji/’

Sunday, December 17, 1967
4:05 p. m.

Mryr. Preosident:

a
Sec. Rusk chvicusly took the job 7 W
in hand himself and, in my judgmaent, e
the taxt is just right.
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EFTT) ACTION:  Amémbassy Seoul FLASH Tiresy 12 p

S —

‘We further understand that Australians are considering a memorial

e HEC

Amempbassy Manlla FLASH
Amembassy Saigon FLASH

Amernbessy Bangkok FLASH
Amembassy WELLINGTON pLASH DECLASSIFIED

Arme LASH E.©. 12958, Sec.3.5
&THBE‘:; %ﬁiﬂﬁ gLﬂSH ; State Dept. Guidelines

_ By JR). NARA, A, Due T 5K
STATE 85868 |

LITERALLY EYES ONLY FOR THE AMBASSADOR FROM THE SECRETARY i
The tragic loss of Prime Minlsfer Holt has been a great bles ,

not only for Australia byt for all of us, At this moment Australian
Govarnment has not officially anmounced it considers him lost but we

understand that there is no hope and that announcement counld come soon.

service on either Wednesday or Friday, Our President is strongiy
inclined to attend personally but no completely final decision has been
raede. If he goes, he wopld very much hope that your Chief of E
Government would also go. ‘This would represent not only good
neighborliness fo a rasponsibl& merber of the Aslan and Pacific
community’ bui would give the President & chance to talk informally
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