























December 31, 1967

FROM WALT ROSTOW g

FOR THE PRBSIDENT -- EYES ONLY

Herewlth Bunker wishes to know If you discussed a Thleu visit
to the U, S, iln Canberra and a date for it.
QQUOTE To White House eyes only Walt Rostow
We have heard from President Thleu's brother, Nguyen Van
Kieu, that there was some talk between Thleu and the President
at Canberra regarding a possible visit to the United States by
Thieu, Fnfcoometisr May was mentioned as a possible date.

Would apprecl..e any Information you could give me about this, END m:{
QUOTE
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Friday, December 29, 19%7 -~ 8:15 p.m,
MEMORANDUM FOR THE PRESIDENT
SUBJECT: Message to Prime Minister Eshkol

Now that the detalls of the Prime Mislster's earllier visit are settled,
I think a short welcome message would be a nice touch. State agrees and

suggests the following:

"Dear Mr, Prime Miclster:

"i am pleased that you have found it possible to advance
the date of your visit to thia country and that you and Mres. Eshkol
wil} be able to spend some tima with us in Texas. We are looking
forward to seeing you again,

"1 have given much serious thought to the views set forth
by Foraign Minister Eban here last {all and in the letter he brought.
1 am glad that we will have a chance to discuss these important
issues in perscn. 1 appreciated your thoughtful message following
his return to Israel and am sure our talks will bring even further
understanding,

"Sincerely,

*Lyndon B. Johnsoa,"

W. W, Rostow

\J

HSaunders:rin CoONFIDERTIA
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December 29, 1967
FROM WALT ROSTOW
FOR THE PRESIDENT owh 9—& Cobefonsd
Herewith a basic paper for the meeting at 10:00 a.m. tomorrow at the
Ranch, At Joe Califano's instruction, it begins with a statement of the
problem.

The Problem.

1, The over-all balance of payments has been in deficit (on liquidity
basis )every year since 1950, with the one exception of 1957 (Suez). In the
early years, this was a blessing to the world. Since about 1959, it has been

a serious problem., The deficits in 1965-66 were considerably below earlier

years:
1960 $3. 9 billion
1961-64 average 2,5 billion
1965 1. 3 billion
1966 | 1. 4 billion

2, Through the first 3 quarters of 1967, the .deficit widened to $1, 7 billion
{$2-1/4 billion at annual rate). Although our trade balance improved and U, S,
direct investment was reduced, there were these adverse changes:

-- Net military spending abroad, up more than $1/2 billion;

—--‘ Private remittances (maiﬁly to Israel), up nearly $1/4 billion;

-- Foreign security issues (especially to Israel and Canada), up
more than $1/4 bidlion; a.n.d

-- The tourist gap (mostly the effect of EXPO 67), up about

$400 million, S—

\ D
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3. The 4th quarter, however, threatens to turn the year into a
disaster. So far in this quarter, the outflow has been nearly $2 billion,
The deficit for the full year may challenge 1960's unhappy record of $3.9 billion.

-- The only major known special transaction was the $500 million
liquidation of U, K. securities,

-- By the process of elimination, speculative activity must be
blamed for much of the 4th quarter trouble, The smart money
has probably been moving out in fear either of devaluation or
of new controls. We are now getting direct evidence of this
{for example, from Chase Bank). |

4, Without remedial action, the calendar 1968 deficit might run about

$3 billion. Itis, however, the general judgment that the present position
and a prospective deficit of $3 billion for 1968 are likely to set in motion
forces bearing on the po;ition of the dollar which would almost cer'tainly ’
force a fundamental crisis in the course of 1968, unless we act radically
and promptly to reduce the deficit,

5. The Proposed Program. Taking into account leakages and offsets

{of about $1/2 billion) and setting aside the two controversial components
{border tax and tourism) the package is calculated to_reduce the 1968 deficit
as presently estimated from about 3to tlhe range of $1 to $1.5 billion.

With two controversial measures, the package could take us close to

full balance within a year.
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In summary, the believed savings are as follows:

Direct investment $1 billion
Short-term capital 5.5
Military Offsets .3
Tourism (with legislation) .5
Trade {with border tax) .5 - .75

$2.8 - $3, 3 billion

Leakages -.5 = .5

$2.3 - $2. 8 billion

6. In addition to short-term impact on the 1968 deficit, the program

.includes measures (via export promotion and negotiations in GATT) which

would have long-term favorable effects on our balance of payments position,

AGENDA FOR TOMORROW'S MEETING

Unresolved issues

7. Border tax{assuming you are prepared to go to Congress on a
border tax under any circumstances). The issue to be resolved is the
exact language in your public statement, The issue has been narrowed
to this: How explicitly, and in how much detail, should we refer to legislation
to offset the new European tax system before the mission goes to consult

in Europe ? Behind this is not only a matter of tone but a matter of substance.
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Sec, Fowler wants the border tax in any case to provide a long-run
incentive to American exporters. And he wants us to be committed now
to seeking legislation rather than risk our backing away in the face of a
European protest, Sec. Rusk would like to leave the possibility open that
consultations would yield a postponement in the application of the European
tax system which would eliminate the need for us to go to Congress on
this matter; although néither he nor anyone else is confident that postponement
is possible. The most likely outcome of Sec. Rusk's mission is, at most,
European agreel;nent to stand still for the border tax, Therefore, Sec. Rusk
might accept reference to the possibility of legislation in your statement,
but would like consultation to take place before you are fully committed.
8., Tourism., Here the question is:
-~ Do we commit ourselves to a legislative program to reduce
tourist expenditures?
9. As you well know, the arguments here are:
-~ The desirability of movement across the board to make mandatory
capital controls more acceptable to the business community;
-~ The possible political cost of inhibiting tourism;
-- The possibility that Congress will reject a.tourism program
versus the advantage of the President striking an even-

handed, across~the-board initial position.
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10. The administrative locus for the mandatory program to restrain

direct investment. As you know, Charlie Schultze ruled that Commerce

should execute this program, I understand you lean to Treasury,
The Executive Order will be drafted so that you can move either way tomorrow,

11. The allocation of mandatory powers to the Federal Reserve,

This afterncon Joe Califano and Ernie Goldstein are trying to get the Federal
Resgerve to accept an arrangement in which the President would only have

to issue one Executive Order containing powers sufficient to cover both the
direct investment and the Federal Reserve program.

12, The diplomatic missions, The package we sent contains the initially

proposed scenario, The critical question is whether Sec. Rusk heads the
mission to Continental Europe. The advantage is that only he can make
clear and bring to bear all of the elements of interconnection between
Furope and the U. 5. which would be endangered if they do not sit still
for a U. S, border tax and otherwise cooperate fully with this program,
The arguments against are:
-~ Possibility of Vietnam demonstrations;
.=~ The possibility of European leaks that Sec. Rusk's requests
have been refused, which could enflame bo1.:h Congress
(protectionism and Mansfield) and the private capital and

money marketsf./y

13, Timing of statement and political setting. Itis clear that from
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conversations with Joe Ca.lifa.no‘\you have the considerations more
clearly in mind than anyone else.

14, Briefing of Press,

15. Diplomatic scenario, A draft is included in the package we sent

down, We will put outgoing telegrams to all missions abroad in final shape

when the decisions are made on the unresolved issues.

H#it#
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SECRET— Friday, December 29, 1967

MEMORANDUM FOR JIM JONES

The attached recommendations from State on
details of Prime Minister Eshkol's visit to the Ranch
look sensible to me, and I pass them along for whatever
help they may be to you. We would appreciate your
reaction, especially on arrival and departurs times.

I assume you will want Bess Abell to be in
touch about the dinner guest list, so I will pass a copy

of this to her emphasising that thase are only State's
suggestiens.

W. W. Rostow

ce: Mrs. Abell

==



Friday, December 29, 1967

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Negotiation Attempts on Vietnam

Herewith a detailed listing by the State Department of all our attempts to
get negotiations on Vietnam since 1965. For purposes of your review of
our efforts in the last year, here is a summary listing of our initiatives

since January 1, 1967:

1. On January 1, you publicly encouraged the British initiative
to arrange talks.

2, On January 17, the GVN offered to discuss an extension of the
four day Tet truce with Hanoi representatives.

3. On February 2, you said publicly you were not aware of any
effort made by the other side to stop the fighting and you reaffirmed your
deep interest in a prompt and peaceful settlement.

4. On February 5, the GVN Foreign Minister repeated the offer to
discuss an extension of the Tet truce.

5. On February 8, you responded to a message from the Pope,
hoping that the Tet truce might lead to negotiations but saying we are pre-
pared to seek peace ''in any forum' and to discuss either a reduction in
the fighting or its cessation "or any practical arrangsments which could
lead to peace."

6. On February 9, Secretary Rusk made a public appeal "to all
capitals on the other side' to recognise the necessity for reciprocity and
good sense and join in a common search for peace.

7. On February 8-~13, we suspended bombing for 5 days and 18 hours,
You wrote Ho Chi Minh on February 8, offering to stop the bombing of
the North and further augmentation of our forces in the South if Hanoi would
stop infiltration. On February 15, Ho Chi Minh replied in propaganda
terms and on March 21 Hanoi released both letters.

8. On March 28, Secretary General U Thant made public his proposal
for a stand-~still truce as the first step toward peace. On the same day we
released our reply, accepting the Secretary General's propesal, which
Hanoi denounced on April 5,



9. Omn April 10, the Ceylcnase Prime Minister called for a mesting
betwaen Jaigon, the NLF¥ and Hanol to work for a ceass-fire. Om April 12,
the GVN agrest to such a mesting.

10. On April 11, the Canadians presented a four-stage propasal for a
cease-fire. On April 18, the GVN welcomsed the Canadian plan and called
for a pullback from the DMZ, etc. On April 19, we made a similar response
saying the Canadian prepossl offered "considerabls promise.' Hanoi de-
nounced it as a "erafty echame. "

11, On May 12, U Thant called for a bombing halt. Armbassador
Goldberg replisd we were ready to stop bombing with assurance of an
"approprists de-escalation on the other side."

12. On May 23, we declared a 24-hour cease-fire for the Buddha's
birthday. The communists refused to observe the cease-fire.

13, In Septeamber, we explored with the Security Coundil the possibility
of Council action seeking peace. This got nowhare in view of the total
apposition of the Soviet Union and North Vietnam to UN iavelvemaent.

14. On September 29, you stated in your San Antonio spesch that
we were ready to stop the bombing of the North '"when this will lead promptly
to productive discussion."

15. On Novemiar 11, from the USS Enterprise you suggested a mesting
on "a neutral ship on a neutral sea."

16. On October 30, President Thieu said he was ready to talk with
North Vietnam "at any time North Vietnam would like to talk to us !

17. Omn December 19, in your television interview you set forth your
five points in the search for peace, which Hanoi denounced as "deceitful."

W. W. Roestow

Attachment
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Friday, December 29, 1967 -~ 12:45 p.m.
My. President:

F -~ rwith the unclassifisd version of the Department of Defense
achlevements for 1967 for use by the Presidext In backgroundliag,

W. W. Rostow

LGN



DEPARTMENT OF DEFENSE ACHIEVEMENTS
CALENDAR YEAR 1967

INTERNATIONAL

Continued Vietnam Buildup. In 1967, over 94, 000 military

personnel have been deployed to South Vietnam. The projected
U.S. military strength in Vietnam at the end of 1967 is about 490, 000,

DMZ Anti-infiltration System. On September 7, Secretary

McNamara announced the commencement of an anti-infiltration system
along the Vietnam De-Militarized Zone to make infiltration of South
Vietnam by North Vietnamese troops more difficult,

Mobile Riverine Force. This unique combat unit, deployed into

the Mekong Delta this year, is a combined Army and Navy strike
force. It operates from a variety of specialized ships providing
quarters, logistics, firepower and assault capabilities. Thi.s force
has penetrated Viet Cong fortified areas which had previously been

inviolate.
Relocation from France, About 70,000 United States military

ahd civilian personnel and dependents were relocated from France,
and about 820, 000 tons of United States material (valued at $1.2
billion) were either moved or disposed of in France.

New NATO Strategy. At United States urging, NATO Defense

Ministers adopted '""Guidance for NATO Military Authorities'" in May.

This guidance features a strategy of flexible response which replaces



the massive retaliation concept first espoused by NATO in 1956, The
NATO Ministers formally approved this '"Overall Strategic Concept"
in December,

NATO and Nuclear Affairs, The permanent commitee structure,

created in December 1966 to advise the NATO Defense Planning Com-
mittee on the nuclear affairs of the Alliance, completed its first year
of operation. It achieved improved national participation in NATO
military nuclear planning and procedures for consultation on the use

of nuclear weapons.

STRATEGIC FORCES

SENTINEL System. A program was announced in September to

produce and deploy the SENTINEL Anti-Ballistic Missile Defense
System, This is designed to provide this country with an area defense
against a first generation Communist Chinese ballistic missile threat

and against the accidental launch of a missile from any source,

Ballistic Missile Programs Completed. The 1, 000th MINUTEMAN
ICBM was turned over to Strategic Air Command, and the 41st POLARIS
ballistic missile submarine was commissioned.

SR-71. The SR-71 strategic reconnaissance aircraft‘beca.me
combat ready on December 1, adding an important new reconnaissance

capability to SAC,



GENERAL PURPOSE FORCES

Record Airlift, About 10,000 101st Airborne Division soldiers

were deployed to Vietnam from Fort Campbell, Kentucky, in December
in the largest and longest troop airlift in military history.

Reserve Component Reorganization. During the year the Army

worked out a plan for the reorganization of its Reserve Components
which was acceptable to the Congress and to the States. The agreed
plan will significantly improve the deployment capability and combat
readiness of the Army's Reserve Components. Execution of the
reorganization plan began on 1 December 1967.

Riot Control. New training standards for riot control procedures

were established for the Army National Guard units to increase their
ability to respond effectively, quickly and appropriately in conditions
of disorder and violence,

F-111A Delivered. The first operationally configured F-111A

tactical fighter aircraft was delivered to Air Force in Mid-October
for the first Tactical Air Command F-111A Squadron,

Defense Satellite Communications System, Two new launches

of satellites took place. There are now 18 satellites in orbit, of
which 17 are operational, Among its many uses, this system is
transmitting high priority traffic, including high quality reconnaissance

photographs, between Southeast Asia and Washington,



Starlight Scope, During 1967 troop issues of this new scope

reached levels which has made the device a very important contribution
to our night combat capability, This instrument, which resulted from
several recent breakthroughs in R&D, allows observation of night

activity without revealing the presence of the observer.

RESEARCH AND DEVELOPMENT

Project THEMIS.. Fifty research programs at 42 colleges and
universities in 30 States and the District of Columbia were beguif
under Project THEMIS, a project to assist in the development of ad-
ditional centers of research excellence among the nation's institutions
of higher learning, not now receiving substantial Federal or Defense
subport.

Southeast Asia R&D, Substantially over $500 million has been

spent in research and development activities to produce new equip-
ment by which to increase effectiveness of our fighting forces in
Southeast Asia and to match the specific threats presented by guerrilla
forces in this semi-tropical environment. During 1967, over,'120 new
or modified kinds of equipment were sent to the theater for operational
use,

WALLEYE, This new guided bommb, using television techniquee,
became operational and has successfully struck targets in North Vietnam

with pin-point accuracy,



New Attack Aircraft. Navy's new 600-mile per hour close
support and attack aircraft, A-7A, began flying combat missions in
Vietnam. It can carry more than twice the load of bombs, or the
.same load of bombs twice as far, as any other lightweight jet aircraft.

New Helicopter, The armed HUEY COBRA, a faster, more

heavily armed and accurate suppressive fire helicopter, was deployed

to South Vietnam.

PERSONNEL

Military Pay Act. This Administration legislation provided for

a 5,6 percent basic pay increase for 3 1/2 million military personnel
on active duty and several other pay reforms. This increase, together

with those of the past four years, has raised military basic pay levels

by over 40%.

Off-Base Housing Discrimination, In April, an aggressive nation-
wide campaign was instituted to eliminate discrimina.tion against military
personnel in off-base rental housing, Under this program our com-
manders have sought assurances of n.ondiscriminatory housing for
military personnel from the owners and operators of 1,100, 000 rental
housing units, At the outset 650,000 or 59% of these units were reported
to be epen to all military personnel without discrimination, By the end
of last month, our commanders had reported a change to open rental
policies by over 150,000 additional units. We now count over 800, 000

open units - 73% of all the units contacted,



Project Transition. Successful pilot programs were conducted

to ease the return of military personnel to civilian life through training,
counseling and job acquisition assistance. Under the program, volun-
téers within six months of separation receive general education or
job-related training, with priority given to those with no civilian skill,
Project Transition will become operational at our 86 major military
installations during January, 1968,

Female Officer Liegislation, A bill was enacted removing anti-

quated restrictions on the careers of female officers and giving over
12,000 such officers the same basic opportunities for promotion based
on merit as male officers enjoy. This includes the possibility of
holding general and flag officer rank, |

Draft Extension and Reform, The Universal Military Training

and Service Act was amended to extend for four more years authority
to induct men into the Armed Forces and to provide for certain equitable
changes,

Project 100,000, This is a program to widen eligibility for

service in the Armed Forces without lowering performance standards,
Over 49, 000 men ‘were accepted in the first 12 months - against a
target of 40,000 - and 100, 000 men v;fill enter in the second year,
which began 1 October 1967. None of these men could have qualified

under entrance standards in effect before October 1966, More than



95% are successfully completing basic training and going on to useful

service in the military - and ultimately in civilian life,

LOGISTICS

Defense Cost Reduction Program. A cost reduction saving of

over $15 billion has been achieved since 1961 with: new savings of $2
billion to be realized in three years from 30, 000 new management
action improx}ements adopted in FY 1967. Further, 85 contractors,
operating 211 plants, participating in the Defense program reported
savings of $972 million last year.

Competitive Military Procurement. Competitive procurement

has increased from 33% to 43% since FY 1961, This high level is
being maintained despite demands for South Vietnam.

S_rnall Business Firms. Such firms received in FFY 1967 their

highest defense dollar volume since records became available in FY
1951, some $8.4 billion. In addition, they received $6. 7 billion in
subcontracts,

Military Airlift Command. MAC, augmented by Commercial

civil air carriers, transported over 2,300,000 passengers and about

630, 000 tons of cargo on a worldwide scheduled basis,
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. FOR THE PRESIDENT FROM WALT ROSTOW -
Herewith the message ! have just dispatched via back channel,

in your name, to Ambassador Bowles, as instructed by Jim Jones.

{quots attached)



SEHEREBE - NOIDIS Friday
December 29, 1967

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Follow-up to your Canberra meeting with Korea's President
Park

You promised to give Park by Januarylour most forthcoming position
in regard to his security needs. In return, Park promised to do his ut-
most to get additional ROK troops to Vietnaam by March 1. Attached is
a package which makes good on our commitment. It consists of:

1. A letter from you to President Park which Ambassador
Porter would deliver personally on January. l.

2. Detailed instructions to Porter which he would present
to Park after Park has read your letter. '

3. Instructions to CINCPAC on how to pay for this package
of additional assistance. Also attached are the pertinent messages
which give the background for the package we are recommending.

I believe it is a good package.

1. They ask for two destroyers: we are giving them one out
of the Fleet Reserve for spring delivery and are reactivating another
and will deliver it as early as possible. (Cost -- $6 million not
counting the value of the ships.)

2. They ask for three helicopter companies: We are giving
them one for delivery in 1968, and this is difficult in view of heli-
copter shortage in Southeast Asia. (Cost -- $3 million. In addi-
tion we have delivered 18 helicopters to Korea in the last two
months and all of these will be available for counter-infiltration
service.)

3. VWith our military, the Koreans worked out a counter-
infiltration counter-guerilla plan which requires a great deal of
new equipment. We are; spproving the plan and agreeing to pro-
vide the needed equipment. There may be some difficulty on

—SWORPT H O DIS
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2.

delivery dates but we are undertaking ta do our level best to deliver
as much s» possible by the spring. (Cost -~ $32 million)

4. The Koreans want MAP support for 8 additional ROK
battalions for use in counter-infiltration activities: We are agreeing
to use Korean MAP to support these units.

5. They ask for additional artillery: We are agreeing to pro-
vide one battalion of self-propeller 8-inch Howitxers for 1968 delivery.
This is less than they ask for, but probably as much as they axpected
to get. (Cost -- $3 million)

6. Thay ask to set up » 35, 000-man civilian logistics corps
in Vietnam it highly advanstagecus pay scales: We are agreeing to
the creation of the 5, 000-man corps and will negotiate the pay
scals level. These civillans will replace Korean soldiers now on
logistics duty. (Cost -- an additional $5 to 20 million depending on
the pay scale)

7. They ask that we support thelr additional forces for Korea --
a light division of 1}, 000 men along the same lines as their recent
deployment: We are agreeing. (Comt -- $62 million)

We are not agreeing to:

1. Their request that we provide heavy equipment for the
construction of a limited access divided multilane super higheny
from Seocul to Pusan.

2. Their request for one F4C air squadron. We are agreeing
ta look into the possibility of usiag some Korean pilots in Vietnam.

1 recommund that you:
1. Approve the letter.

Approve Disapprove See me
Z. Approve the instructions to Ambassador Porter.

Approve Disapprove See me

W. W. Rostow

Atts,
WM Wright: wpt SECERET - NODIS
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FOR THE PRESIDENT FRON “VALT ROSTOW

1. Herewith Jos Fowler's suggested list for tomorrow's 10 A. M. meeting,
Secretary Fowler
Secretary Rusk or E. V. Rostow
Secretary Trowbridge
Chairman Martin
Willlam Roth
W. W, Rostow
1, In addition he wishes you to consider whether you want any of those
who did the principal drafting:
Fred Deming
Art Okun
Ed Fried
I would add KErnest Goldstein, who has worked hard and well on the Executive
Order, Regulations, and other matters,
3. My own judgment is that group ahould be as small as possible and
that Secretary Rusk should be there, since diplomatic aspects of this enterprise
are critically important. One technical reason for small group is, simply,
plane holds eight and Charlie Schultse is coming, I am told, on other business.
4. Secretary Fowler reaffirmed twice privately to me that he wishas
some time to talk 10 you alone. [ have explained to Joe Califanc why I think

such a conversation could be constructiver.

i
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FROM WALT ROSTOW

FOR THE PRESIDENT AND JOE CALIFANO

You may wish to know my personal view on the question of trade and the
border tax.

1. The tax harmonization process in the EEC is already being discussed
in the press for what it is: an extra Continental European trade advantage
vis-a-vis the U, S, at a time when Continental Europe is in surplus and the
U.S. is in deficit, That was not the intent. But that will be the effect.

2. It is my judgment that if no orderly steps are taken to counter
this extra trade burden thrown on the U, S,, the Congress will devise its own
protectionist answer. That answer will almost certainly be excessive.

3. The President will be in a most difficult position trying to resist
excessive protectionists in the face of this marginal swiktwx unilateral trade
act by the Europeans.

4, Therefore, the best chance that I see of dealing with the tax
harmonization problem lis:

== To have your message state that a further European trade
advantage vis-a-vis the U. S, at this time is not acceptable; and the problem
must be dealt with;

-- Have Sec. Rusk explain to the Europeans that unless they ssx
sit still for compensatory action by the U.S. tha vill throw control

in the Congr8ss over to protectionists and Senator Mansfield;

TECRET



-z-

== Once we get agreement from the Europeans, we proceed to
fight for a limited border tax while fighting off other forms of protectionism
and the attempt to use the occasion to get at the troop issue.

5. It seems almost certain that Europeans cannot now back away from
their tax harmonization scheme and, therefore, some quick compensatory
action on the U.S, side will be required. Over the longer run we can
legitimately state that we shall seek via GATT a system in which border taxes,
up to a limited degree, will be applied or suspended, depending upon whether
nations are In deficit or surplus.

6. In short, as opposed to our outside friend and consultant, I do not see
the choice as simply holding the line on the Kennedy Round or going for a
border tax and risking a trade war. As I see it, the European tax
harmonization scheme is almost sure to trigger a disproportionate protectionist
reaction in the Congress, unless we move in and try to manage and coatrol

the process.

WWRostow:rln















ACTION

Thursday, December 2°
3:05 p.m.

Myr. President:
Herewith a draft response to
Sen. Mansfleld's letter which arrived

just before your departure for
Australia.

W. W. Rostow

WWRostow:rln

20



December 28, 1967

Dear Mike:

Your gracicus letter arrived just as I was leaving for
Australia to join in the memeorial service for our good
friend Harcld Holt,

But I could not help thinking that since I last saw Prime
sinister Holt, we have made some measurable progress
toward a meaningful world peaces.

Two actiens, in which you have been instrumental, stand
out in particular: ratification of the Consular Treaty and
the Outer Space Treaty.

As you say, we did not get all the legislation 1 requested.
But I want you to know that your Nation and your President
stand in your debt for these two landmark achievements.

There were other accomplishments, of course, But teday,
these are very much on my mind. You have every reasoa

to fesl proud of gaining their approval.
Siagerely,

Homorable Miks Mansfield

Majority Leader
United States Senate

Washiagten, D, C.

LBJ:RLH:WRS:WWR:mz

cc: Juanita Roberts, Will Sparks, Bob Hardesty, Loyd Hackler,
Mary Hooper, CF



INFORMATION

Thursday, December 28, 1967
6:30 p. m,

Mr. Presideat:
Hereowith Prime Minister Wilson

responds to your post-Melbourne
message to him,

W. W. Rostow

WWRostow:rln
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OPTHE SORDER. AREAL 71" 'HOPE uosr'EAnNEsTLT THAT YOU VILL SUPPORT
THIstFFER AND (ASSIST® In_nnxxue.ras 1CC-A.TRULY OBJECTIVE &

HAVE. né oancrxbus"ro SUCH.: INVESIlearious, BUT WE DO’ ASK
THAT THE ICC ALSO" Invzsrlaaxn AREAS OF KNOWN' OR SUSPECTED:

' I-’-HISH '1'0 'STRESS CNCE AG#IN THA’I QE HAVE NO HOSTILE '
INTEHTIONS TOWARD.-CAMBODIA OR CAWBODIAN TERRITORY.  VE
SEEX TO AVOID THE SPREAD: OF CONFLICT:IN SOQUTHEAST ‘ASIA,
_VIET 'CONGAND NORTH: VIETNAMESE USE OF CANBODIA IS BECOMING:
IHCREASINQLY DANGEROUS, HDH‘EVER, Aﬂg OUR EFFORTS TOWARD A:

2801262, DEC: 6

-
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COW Thursday - December 28, 1967

TO: The President
FROM: W. W. Rostow

SUBJECT: New Year's Greeting to Presideat Balaguer

Duarin- the past two weeks President Balaguer has been the target
of an ..tense war of nerves mounted by the opposition to undermine
public confidence in him. One theme is that the U.S, bas withdrawn
its support of the Balaguer Goveramaent.

Ambdassador Crimmins theught we could put this canard to rest
with a warm personal New Year's greeting from you. I su:gest
the following text:

""Mrs. Johnson and I send you warm greetings
and best wishee for the New Year. We in the
United States Government are pleased to be
associated with your efforts to restore national
aaity and to bring social justice and economic
development to your couatry. We have been es-
pecially impressed by your unwavering dedication
to these goals during 1967. We laok forward to
continuing cooperation with you during the re-
mainder of your term in the task of providing a
better life for all of the Dominican Republic
people. We wish you and your people continued
success in this great uadertaking.’
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. THE EMD LR ING - DPPOSITIDN OF THIS GGU‘RNﬁ"NT TG TOTALITAnIANISM e
GF . ANY (FCRM*I5- A MATTER OF PUBLIC RECORD, AND DOES:NQT.NEED B

. REPEATING. THE  UNITED.STAIES,.: AﬁﬁhRING«TD THIS POSITION MUCT B
,‘RaJECT_-ﬁLaACCUbATIGNS AGAIYET:] TH&_GOVERNHENT OF . THE! FLBLRAL.W

“REPUBLICAS COMPLETELY UNFOUNDED . *THE - GCVERNMENT OF THE! {FEDERAL

REPHBLIC ISETHE.ONLY FR&ELY’ELECTEB ﬁND RLPRESENTATIVn.GDVERNKE_

- OF THE FEDLRAL BEEU&L C TO REDUCE. TENSIDN BLTUa N’ IISELF .AND
. COUNTR IES' OF EASTERN tU?OPa. INCLUDING THE SOV IET {INION, "AND
(334 DBTAIN A HORE HLNANE’LIFE FGR ALL- GLRﬁAﬂS. TdIS GGV-PNH NT

THE POW&RS HAVINu SPECIALJRQSPU#SIBILITIES rGR GERHHHYy IT
&ILL EV?@TUALLY_B¢ PGSSIBLE TO AbRﬁE OV R JUST AND PEQCEFU :
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A. GEHLﬁALn

1a THE TULNT?h?UUR HOUR CHRISTHAS STAND=DOWN. BROUGHT N
HOWENTARY. RESPITE TO THIS BELEAGUERED: COUNTRY AND, IN o
HAJOR-URBAN CERTERS AT LEAST, THERE WAS' A GENUINE HDLIDAY
ATX¥0OSPHERE DESPITE THE IHHEDIATE PROSPECT OF RENE¥ED . _
HOSTILITIES. YOUR VISIT TO.CAM RANH ON DECEMBER 233D ¥WAS . :f;“i,
AN-ENCOURAGENENT. TO ALL OF US3 THAT YOU SHOULD HAVE ADDED HﬂHY .

. THOLSANDS OF MILES.TO YOUR JOURNEY TO- COME HERE AND. TO. SPEAK"
. GENEROUS WORDS OF APPRECIATION AND SUPPORT HAS BEEN AN . doe
- INSPIRATION TO -ALL OF US BHO ARE ENGAGED IN THIS GREAT TASK ON:
CTHE €0IL.OF VIET-NAM, AND YOUR WORKING SESSION ¥WITH . ' ..
PRESIDENT THIZU AND OTHER~FREE:WORLD LEADERS. IN- CANBERRA
" SERVED :T0 REASSURE ] THE VIETNAMESE OF OUR COMMITMENT HERE.
PUBLIC.EXPRESSIONS OF. CONCERN:THAT .WE MAY BE UNILATERALLY:
CHANG ING- QUR. POSTURE VIS~A-VIS THE HLF“HAVE H‘ASURABLY3

-y et

~ WHILE YOUR DECEMBER " ‘
TE‘I;E‘JISID‘I NETWORKS AT FIRST ¥AS.INTERPRETED. IN SOME LOCAL
POLITICAL CIRCLES AS AN INDICATION OF DIFPFERENCES BETVEEN OUR=
SEKVES AND THE GVN ON THE SUBJECT OF NLF RECOGNITION, WHEN
PRESIDENT. THIEU. RETURNED.TO SAIGON OGN DECEMBER 24, HE.
'REASSURED THE PRESS THAT THERE WERE NO DIFFERENCES OF VIEY .
'BETWEEN .US AND THE VIETNAMESE ON THIS SUBJECTS THIEU EMPHASIZED::
'THAT YHILE. THE GVM WOULD NOT RECOGNIZE THE NLF AS AN ORGANI=
ATION' ¥E REITERATED HIS VILLINGNESS TO "LISTEN™ TO -ANYONE: ¥HO
WANS TO CONE IN FROM THE OTHER SIDE. THIEU ADDED THAT THE
POLICY OF VIET-HAY AND ITS ALLIES REMAINS THE SANE AS zuaomrrn
ATTHE §966 AANILA CCOMMUNIGUEL- . . . <

’

3, [N MY TALK WiTH PRESIDENT TWIEU DAY BEFCRE YESTERDAY
RE EXPRESSED HIS PLEASURE AT THE OPPORTUNITY TO TALK VWITH YOU~ -
IN CANBEERA AND. SAZID- THAT.FROW:HIS VIEWPOINT--HE. THOUGHT THAT THE .
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 THE .GVN®S'PLANS FOR:-LAND REFORW, RAISING OF TAXES, PROGRESS-

 EDUCATIONAL: TV- PROJECT s THIEU SAID-THAT AS’HE HAD:TOLD M
. PREVIOUSLY. THE MINISTER OF--AGRICULTURE VWAS.VWORKING ON A. %
'COMPREHENSIVE LAND REFORM:PROGRAMN- AND. THAT HE ‘EXPECTED.TO

hY

- DECEMBER. .24 TO' 6 P¥ DECEMBER 254 SEVEN FREE WORLD. CON- .
.. BATANTS WERE.KILLED AND: 43 YOUNDED'AS A RESULT QF ENEMY 7
ACTION'DURING THE TRUCE PERIODS:OF: THESE CASUALTIES,: ZG?HER
- UuSe €2: KILLED AND 24 HOUNDED). ENEHY ChSUALTIES VERE -

T3S KILLED-

'in IT IS DIFFI”ULT TD HAKE"HEANINGFUL COMPARISONS’OF‘
(ALTYOUSH THERE WERE MORE INCIDENTS AND DEATHS THIS YEAR

- CANP IN PHU YEU PWOU’ECE.

MEETINGS HAD BEEN VERY VORTHWMILE. KAVING IN MIND. THE GROYING
IMPRESSION THAT THE NEW SOVERNMENT OF VIETNAM VAS NOT GIVING MUCH
PUBL1C. INDICATION OF PROGRESS, I STRESSED.:TO HIM THE NEED-

FOR ACTION AND LEADERSHIP3 THAT 1 SENSED. AN AIR OF EXPECTAHCY
AMONG THE PEOPLE WHO WERE VAITING AND HOPING THAT THE NEH
GOVERNMENT VOULD. MOVE AHEAD. 1. SUGGESTED-TQ HIM THAT IT -
MIGHT BE TIMELY FOR: HIN TO MAXE SOME"XIND: .QF - PUBLIC’ STATE*
MENT .OF GOVERNHENT 'ACTIONS: AND 'INTENTIONS,  FOLLOW UP ON- HIS
FINE INAUGURAL' ADDRESS: AND. PRIME. MINISTER LOC’S SUMMAR Y457 -
OF GOVERNMENT. PLANS AND:PROGRANS, 1 WAS MAPPY TO:HAVE HI
Sh!*THAT&HE:UAS»ALREADYTUORKIHGeOH“hﬁHAJORZADDRESS!HHICH-
HE. PLANNED.TO MAKE TO A"JOINT SESSION OF BOTH HOUSES WMEN:
HE: YQULD: PRESENT. . THE  BUDGET .FOR .THE ,COMING: YEAR 4 I8 IT- HE -
JOULD DEAL WITH THE PRINCIPAL-PROBLEMS FACING THE. NATIO
THE: GOVERNMENT *S -PLANNED:AZTIONS TO:MEET:THEM, THIEU ™
MENT IONED- THATYOU - HAD: EXPRESSED/PARTICULAR | INTEREST IN

1Y PACIFICATION, "AND THE DEVELOPMENT. OF:THE JOINYT® USAJ&PANESE

BRING' THIS UP. FOR CONSIDERATION AT THE COUNCIL Of'HINISTER'S
MEETING AT WHICH HE WILL PRESIDE TODAY,. HE:REPEATED AGAIN - -
THAT HE VAS AWARE OF THE MEED TO INCREASE TAXES:BUT NOTED THE Tnf
INADVISABILITY OF -SUCH A MOVE BEFORE THE.TET HOLIDAYS IN VIEW .-
07 THE: UP¥ARD PRESSURE ON PRICES GENERALLY'DURING THIS PERIOD&*;?
HE EXPRESSED CONFIDENCE THAT THE PACIFICATION PROGRAM CGULD -
”E HATERIALLY AC"ELERATED DURING THE COHIHG YEAR- ‘\‘; RGN

oy % s e r-. e i

s AS 1 HENTIDHED IN HY LAST HESSAGE I THINK THAT HORE B
PROGRESS 1S BEING MADE THAN APPEARS ON THE SURFACE IN PREPARA-
TORY WORK IN PUTTING -ACTION PROGRAMS IN DEFINITIVE FORM. BHT
IT 1S TIME TO GET THESE MOVING AND ON THE ROAD AND LET THE -
PZOPLE XNOY-THAT THE GOVERNMENT 1S PREPARED TO ACT. HOP?-"-”

' FELLY.IF THIEU KEEPS.TO HIS PLAN.TO ADDRESS THE JOINT. SESSION OF
- THE 'ASSEMBLY IN THE.FIRST WEZEK  IN- JANUARY IT HILL BE THE CUE.. ..
'FOQ_EDVING AHEAD. K E

-

PM LOCAL ‘TINE

S THE: CRISTHAS ‘sm\m-now LASTED - FROM

THIS
STAND-DO¥N WITH PREVIOUS ONES ON THE BASIS OF STATISTICS,

IN 24 RPT 24 HOURS THAN THERE YERE LAST YEAR IN. 48 HOURS. AS
BEFORE MANY 'INCIDENTS HAVE BEEN REPORTED DURING THE STANDe- \if
DOWN TﬂAT MIGHT NOT HAVE BEEN REPORTED DURINE@ ACTIVE HOSTILITI’S.
AND A LARGE PERCENAGE OF INCIDENTS WERE REACTIONS TO PATROL. & * -
AND RECONNAISSANCE ACTIVITIES ON OUR PART..THERE WAS MO- MAJOR ™ *
MILITARY ACTION DURING THE 24 HOURS PERIOD NOR WERE THERE ANY ~,\
TERRGRIST ACTIONS IN SAIGON, THERE WERE, HOWEVER, A NUMBER ao
OF EVIDENCES OF BAD FAITH ON THE PART OF THE ENEMY. THE HOST
FLAGRANT OF THESE WERE-A HORTAR ATTACX ON THE PROVINCE CAPITAL

OF BAC LITU ANMD AN ATTACK ON A CIVILIAN IRRECLLAR D?rENSE GROUP

_________
...........
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7. THE. CAMBODIAN SITUATION HAS BEEIN EXACZRBATED BY PHNOM :
PENH®S PROPAGANDISTIC REPLY OF DECEMEBER 28°TO QUR NOTE OF -
DECEZMBER. 4 DISCLOSING EVIDENCE OF VC/NORTH VIETHAMESE USE
QF CAHBODIAN SOIL AND INDICATING A WILLINGNESS TO COOPERATE. IN
ANY REASONABLE METHOD OF CONTROLLING THIS PROBLEM, SINCE THE - ¥
CAMBODIANS HAVE PUBLICLY RELEASED THEIR NOTE, AND SINCE IT
ALSO” ATTACKXS THE GVN STRONGLY, THIS IS LIKELY TO -INCREASE -«
.. PRESSURE . IN VIETNAHESE CIRCLES:TO. AUTHORIZE SPECIFIC ACTIONS:
.SUCH.AS_ BLOCKING MEKONG SHIPPING-OR_AUTHORIZING A POLICY OF::
““HGT "PURSUIT™; SUBSTANTEAL PRESSURE ALONG THESE LINES ALHVAD
"EXISTED PRIOR TO THE CAMBODIAN REPLY BOTH-IN MILITARY AND
CIVILAIN CIRCLES, FOR EXAHPLE, ON DECEMSER 16 THE. IHTERIH
.- CHAIRMAN. OF .THE _UPPER-.HOUSE: ADDRESSED A:LETTER.TO_PRIME .. w
MINISTERLOC ASKING WHAT THE GVN ATTITUDE:IS TOVARDS. CAHBODIAN 5.
AUTHORITIES :IN.VIEY OF THE DISCQVERY OF: VC MILITARY BASES IN ‘
CAMBODIA: BY AP AND UPl. FOREIGN HINISTER TRAN VAN:DO ALSO :
TOLD -NEWSHEN IN PARIS ON.DECEMBER 26 THAT. SQUTH VIET=NAM. w&
YOULD ‘EXERCISE- THE: RIGHT:OF: “HOT PURSUIT™ INTG.CAMBODIA IF
* NECESSARY,* AND- PRESIDENT :THIEY ECHOED TH1S'POSITION: TO ot
- NEVSMEN. HERE ON:DECEMBER.-27. ‘ALTHOUGH VE: ¥ILL TRY TO . *-
TENPER-THIS: QN FEEGING;+ LETHINK<WE" NUS?»REGOGH!ZEmeAIL g,
STEMS FROB GENUINE. PROVOCATIONS ON .THE CAMBODIAN SIDE. " .
'AND VIETHAHESE PATIEHCE 18 HEARING IHIH.

aN
r -s; ..!» '1 ;.-_‘_j “'.r}.--v F n"“\

4

GOVEPNOR ROHNEY ARRIVED IN VIET HAH OoN - CHRISTHAS EVE' : ;
AND DEPARTED ON -THE AFTERNOQN OF DECEMBER, 27, " HE SPENT'ALL a7
OF CHRISTMAS DAY AND PART.OF THE NEXT VISITING OUR TROOPS.. HE
AL SO. CALLED ON PRESIDENT THIEU, PRIME MINISTER LOC AND - .o’
DINED VITH A NUMBER OF PROMINENT VIETNAMESE POLITICAL FIBURES
INCLUDING DR. DAN AND SENATOR TRAN VAN DON., HE ALSC MET 'fﬁﬁww
YITH SEVERALL WELL :XNOWN OPPOSITIONISTS SUCH AS DISQUALIFIED
PRESIDENTIAL CANDIDATE AU TRUONG THANH AND TRAN QUANG THUAN, . -
A FORMER SOCIAL YELFARE MINISTER CLOSE TO-THICH TRI. QUANG.. . -
GOVERNOR ROWNEY HAD SOUGHT AN APPUINT%ENT VITH TRI QUANG S
HIESEL?, BUT QUANG DECLI?ED. : o

—=De TH~ GOVERHOR HAD LUNCH UITH HE AND SOHE OF THE HISSIOH
MEVBERS YESTERDAY AND I HAVE THE IMPRESSION THAT: HE WAS = -
-YERY PLEASED VITH HIS VISIT AND THE ARRANGMENTS MADE FOR -
HIMe . HE MENTIONED SEVERAL TIMES THAT HE THOUGHT .HIS PRESEQT
hI’IT‘HAD GIVEN-HIA A HUCH BROADER AN -

R T

&n...__

HOBILIZATION HEASURES

3.3 10) » THE DEFENSE MINISTRY HAS _,_;ﬁ
()U)  SUBHITTED TO PRINE: HINISTER LCC ITS RECOMHENDATIONS FOR > /%
"~ SPEZCIFIC MEASURES TO IMPLEWMEINT THE RECENT PARTIAL MOBILIZATION

DECREE, “THE CABINET, HAS, HOWEVER, THUS FAR DEFERRED ACTION
ON. THESE RECOMMENDATIONS IN LIGHT OF THE DEBATE ON PARTIAL ' '
MOBILIZATION IN THE ASSEWBLY.- (SEE SECTION C, POLITICAL)." &ﬁg
OUR UNDERSTANDING IS THAT THE DEFENSE WINISTRY VILL BEGIN
IMPLEZAENTING LESS CONTROVERSIAL ASPECTS OF THE DECREE ON-
SCHEDULE, THAT IS BEGINNING JANUARY 13 BUT SONE PARTS HAY
AYAIT FURTHER DELIBERATION BY THE SPECIAL COMMITTEE WHICK -
EACH HOUSE OF THE LEGISLATURE HAS ESTABLISHED TO zxamrua' §
#ODILIZATION BATTEZRSs - ' . . - ‘ S



"TZINrANer'nxvxsxou CARVN). ?INAL RESULTS WERE: FRIENDLY 3 XIA

Be . REORGANIZATION OF REPUBLIC OF VIETNAH ARHED FORCES.,\

!1. REPUBLIC 07 VIETNQH ARHED FQRCES CONTINE TO DEFONSTRATE L
IMPROVED PERFORHANCE.:i : o

SR ¢ﬁ~ F

YHICH ENDED.OMN DECEMBER' 23, FINAL?RESULTS VERE FRIENDLY
9-KIA,' 24 WIAJ ENENMY 94 KIA, 41 DETAINEES, "85 WEAPONS, :
SIX TONS'OF:-AMMUNITION, TWO RADIOS, AND 'A: LARGE:QUANTITY. O
?X?LOSIVE;CAPTURED

,AWZS‘ROY OPERATION’CONDUCTED BY THO’BATTALIONS OF THE STH:. X

< N QUANS. TRIfPRovzncs IN:1:CORPS ELEMENTS OF.THE:
REGIMENT, IST ARVN DIVISION, PINNED DOWN AN NV BATTALION
ALONG THE SEACOAST 18 XM EAST OF QUANG .TRI: CITYs -THE Eusnez-,..
MENT BEGAIN ON DECEMBER '26,:HEAVY:FIGHTING .CONTINUED THROUHOUT =
THE DAY AND ENDED EARLY ON THE ‘MORNING OF_.DECEMBER 27T, THE (=~
REISULTS WERE FRIENDLY 13°KIA 'CARVN), 63 WIA (59 ARVN), 't US .7 .
ADJISOR, 2 US AVIATORS AND 1 AUSTRALIAN ADVISOR)$ ENENY 203 KIA,
€ DETAINEZS, 42 INDIVIDUAL AND. 18 CREW SERVED WEAPONS AND 1.
RADIO CAPTURED. "

155 iT1S INTERESTING TO NOTE THAT' FOUR-DIFFERENT ARVN =~ >
DIVISIONS, THE 1ST, TTH, STH AND .21ST ALL TURNED IN EXCELLENT
- PERS ORHAHCES..g

;A_ 'n?“"x 1 ;t(.’ ";:

""‘; X

ﬁ;:s. 8 nv coavznsarxon uxru rnzzu_ou 'DECEMBER 26,
",RAISED THE QUESTION OF AN EXECUTIVE PAY RAISE.AS. ONE:MEANS -
.10° COWBAT CORRUPTION,. VWHILE HE SAID THAT!IT 1S.DIFFICULT FOR:
THE HEY-GOVERNMENT.TO START OUT WITH'A SUBSTANTIAL' RAISE.IN i
GOVERNMENT: SALARIES VHILE IT .IS PREACMING ‘AUSTERITY = HE AGREEB
“TMAT INCREASES IN BOTH CIVILIAN AND MILITARY PAY WERE NEEDED, -
'ME SAID' HEINTENDED TO PUSH AHEAD VITH THEM AT THE APPROPRIATE.
TI¥% ;. PERHAPS VHEN THE NATIONAL ASSEMBLY TAKES ACTION- 1N - -
_SET;IhG ITS OWN SALARY SCALE. IT WOULD BE TINELY TO ACT, . _
1.5 YHE, NEW "GOVERNMENT HAS. ESTABLISHED ‘A DIRECTORATE GENERAL
FOR CIVIL. SERVICE AND APPOINTED A COMPETENT CAREER OFFICIAL AS
DERF.CTOR.GENERAL .. HE. HAS DRAFTED AND SUBMITTED TO THE PRIME
MINISTER A COMPREHENSIVE CIVIL SERVICE PROGRAM WHICH THE - .
GUYN HAS NEVER MAD UNTIL NOW. THIS WILL PROVIDE THE - - . -
INSTITUTIONAL SUPPORT FOR THE ATTACK ON CORRUPTION AS VWELL AS
FOR A GENERAL OVERHAUL OF THE GVN CIVIL SERVICE. ADEQUATE
PAY SCALES AND CIVIL SERVICE REFORH SHOULD PROVIDE A TW0= -
PRONSED ATTACK ON CORRUPTION AND GREATER EFFICIENCY 1N THE
GOVERNWENT SZRVICES, - | |

,__--g, B e g

TEROK FROJ VI COPY



HOVIN& TD‘IHSURE SUCCESSFUL-ACTUQL DELGATIOV 0? REAL © .
- PROPERTY TAX. ADMINISTRATION AND THE PROCEEDS TO LOCAL :

-TO-THE MINISTER OF FINANCE ON DECEZMBER' 18- AND EARLY- APPROVAL,

¥TR: TAX O?FICIALS IS PLANKEDR FOR ‘JANAUARY 18 ON IMPLEMENTATI1O

" SIGNED THE" ORDEH"SETTIHG UP'THE“GVN”ANTIiINFRASTRUCTURE“ORGAHI*f

18, THE-TRAINING OF VILLAGE AND HAMLET OFFICIALS 1S BEING PRESSED-
¥ITH SOME ACTIVITY IN EVERY PROVINCE EXCEPT PLEIKU, . HIGH LEVEL -
TRAINING IS NOW ALSO RECEIVING ATTENTION. ON THE AGENDA FOR THE "
NEXT TWO 'MONTHS ARE THREE. IMPORTANT TRAINING STARTS3 A TRAINING | -
COURSE FOR PROVINCE AND DISTRICT CHIEFS, PREVIOUSLY REPORTED, - ' .
IS TO BEGIN JANUARY 1ST. AND RUN FOR A MONTH3 A PILOT EKECUTIVE ~;C;;
DEVELOPMENT SEMINR FOR  HIGH LEVEL MINISTERIAL OFFICIALSg AND .
THE LAUNCHING OF THE NEV NATIONAL DEFENSE COLLESBE WITH ITS .
ADHIHISTRATIDH AND ECONOHIGMDEVELOPHENT CDUBSES- b

'i v‘»’ "5 *'*.-;‘-‘.;V w“v

COVERNMENT S+ THE "IMPLEMENTING REGULATION WAS. SUBHITTED -

IS EXPECTED ¢+ TRAINING- MATERIALS. ARE- BEING PREPARED FOR .=
DISTRIBUTION TQ GVN FIELD.TRAINING: OFFICERS, AND-A’ SEHIHAR

ZATION ALONG THE LINES I  MENTIONED THREE WEEKS AGOs- THIS IS A"i
LONG AWAITED. BREAXTHROUGH AND . WE CAN NOV MOVE INTO THE-

- OPERATIONAL: PHASE OF THIS TOP PRIORITY. PROGRAM.. BOB KOHER HAS

LONG. MADE "THIS A- PERSGNAL PROJECT AND DESERVES FULL CREDIT. ‘5,f~f~-

:"ii.';g

“ZY<PROVINCE "FRAMEWORK FOR PACIFICATION. ~TRI TRAVELED AROUND
“WITH A~TEAW INCLUDING -T¥0 - AMERICANS FROM CORDS, REVIEWING . =

2!. 1968 FLANNING. HE ARE PL*ASED HITH THE HOHENTUH OF
1948 PACIFICATION PLANNING,., . IT IS FAR MORE SYSTEHATIC. THAH
LAST YEAR.AND WE ARE WORKING VERY CLOSELY WITH GENERALS .
THANG: AND -TRI, WHO ARE MOVING:AT-A.RECORD.PACE.- THANG: A“D :
TRI HAVE COMPLETED-FIELD-REVIEYS SETTING AN—&KPBHDED-EROVIHCE~

- AND- APPROVING 1968 PROVINCIAL REVOLUTIONARY DEVELQPEMENT BUDGETS. ;i

Ry 5
fﬁFLEﬂTY YRONG-WITH GVN'S HANDLING-OF REFUGEERS,;" I BELIEVE TH#T
T WEAND- .THE QVN' CAH ‘JUSTLY CLAIM SOLID IMPROVEMENTS OVER THE -
. LAST SIX RONTHS, ' ME ASSIGNED TOP PRIORITY -TO REFUGEES UNDER'

FROJECT TAXKEQFF. ‘THE GVN SPECIAL. COMMISSARIAT FOR REFU&aES

f;THESE ARE QUHNIQG 49 PERCENT " HURE THAN. LAS? YEAR-EKACTLY,THE STEP-

EFUGEES. ALTHOUG .SLNATOR KENNEDY' %11

NOW THE -NEW.HINISTRY, HAS-IMPROVED MARKEDLY AS A RESULT -
GF CUR SUPPORT: AND ADVICE,.:: I HAVE RECEIVED A PROGRESS REPORT
FROM 303 XOMER WHICK SHOVS THAT REFUGEE CARE ‘IS DEFINITELY
INPROVING AND THAT THE INFLOW OF NEW REFUGEES- IS DECLINING.
NATION®IDE.. WE WILL USE THE REPORT TO SHOY SENATOR KENNEDY .
AND O7HER VISITORS WHAT HAS BEEN DDNE, 1s BEING DONE, AND T
REMATNS -TO BZ DORE. R R TR A T P

Accoébxwé'ro HAMLET EVAﬂﬂATIOk‘STATISTICS WMICH PROVIDE & ©- %™
THE BEST OVERALL MEASURE OF EVENTS IN 12,714 HAMLETS, NOVEMBER
SHOYED CONTINUED MODEST INPROVEMENT IN PACIFICATION.  THE ..

-

i
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NUMBER OF  HAMLETS CONSIDERED SECURE JUXPED UP &7 WHILE VC-
CONTROLED HAMLETS DECRESED BY 36, SINCE PEOPLE ARE THE REAL
TARGET , -THE NOVEMBER GAIN OF 138,209 IN SECURE PPOPULATION IS.
A 600D SIGN, " POPULATION UNDER VC CONTROL DROPPED 38,280.
PERCENTAGE BREAKDQWNS REWMAIN &7 PERCENT OF POPULATION LIVING
UNDER. RELATIVE SECURITY, 16 PERCENT IN CONTESTED AREAS, RND
17 PERCEHT UNDER VG DOHINATION. : 5

ONE OF HACV'S CONTRIBUTIONS TO A HORE COHPREHEHSIVE RS
APPROACH TO' PACIFICATION HAS BEEN OPENING LINES OF COMMUNI= -
CATIONS TO -THE COUNTRYSIDE, - & 800D DEAL HAS BEEN ACCOMPLISHED,.
VE HAVE ALSO: STRESSED. THE NEED FOR GVN ACTION TO FOSTER THE .- -
FREE AND:UNINTERRRUPTIED USE OF ROADS AND YATERWAYS, OHE ;g §r
IMPEDIBENT  HAS.BEEN AN OVERLY RESTRICTIVE GVN RESOURCE, -~
CONTROL 'SYSTEM:WHICH SLOWED DOWN TRAFFIC VWITH EXCESSIVE.NUHBERS
OF CHECXPOINTS AND RED TAPE ON OBTAINING PERMITS TO TRANSPORT. -
GO0DS. /i FINALLY, AS - RESULT OF A GOOD DEAL .OF PRODDING, THE. . -
MINISTER-OF INTERIOR HAS ISSUED A DIRECTIVE TO “FACILITATE THEJ;vw}
TRANSPORTATION OF SUPPLY QO0DS TO THE CAPITAL,.CITIES: AND -PROVINCE .
CAPITALS AND TO ELININATE’ CORRUPT’PRACTICES;.. AMONG MEASIURES- :
THE MINISTER. HAS DIRECTED THE NATIONAL POLICE TO TAKE "ARE (1
RTZDUCING THE. NUMBER OF FIXED CHECXPOINTS AND. REPLACING THEM -~% '
WITH WMOBILE CONTROL TEAMS, (2) LESSENING RED TAPE ON: TRANSPORTATION
OF NON-HILITARY GQODS AND FOODSTUFFS, (3) ABOLISHING CHECKS . .
CN @00DS -AND. FOODSTUFFS ON ROUTE TO SAIGON, MAJOR CITIES %5‘ L
AND PROVINCE CAPITALS, AND (4) IMPROVING DISCIPLINE OF PGLICE o
COH‘RD' AGENTS TO HALT CURRUPT PRACTICES. g;=ﬁ,‘, e

Ea 'ANTI-CORRUPTION HEASURES. NEHS OF POSITIVE ACTION
ASAINST CORRUPT OFFICIALS IS BECOMING COMMONPLACE, - ALMOST
DAILY I SEE AN ANNOUNCEMEMT IN THE LOCAL PAPERS THAT ANOTHER '
OFFICIAL--HAS-BEEN-RELIEVED;-JAILED OF PLACED -UNDER- -INVESTIGATION,
AT LEAST TW¥O OF THE WORST PROVIHCE CHIEFS HAVE TRIED TO RESIGN
QUIETLY, BUT THE GVN IS5 FORCING THEM TO REMAIN UNTIL INVESTI-
AATIONS ARE COMPLETED. TW0 DISTRICT: CHIEFS:- WERE RELIEVED LAST
NEEX IN BA XUYEN PROVINCE BY THE COMNMANDER OF THE 21ST ARVM .
- DIVISION, .. THIRTEEN PROVINCIAL OR CITY POLICE CHIEFS HAVE BEEh :
" REFLACED DURING THE "PAST SIX MONTHS--SIX FOR ALLEGED CDRRUPTION "
“AND. SEVEN-FOR INEFFICIENCY. TME LATEST TO GD;IS'THEsPOLICE,CHIEFﬂ
- OF. G1A DINH PROVINCZ VHICH SURROUNDS SAIGON,.:- HIS HIFE ¥WAS, :
"IWVOLVED - IN BLACK MARKET ACTIVITIES.%-VE FULL:EXPECT 3
THAT AT LEAST A DOZEN OF THE- WORST PROVINCE.CHIEPS—UIL
BZ RIMOVED- ABQUT TET"AS SOON"AS THEIR REPLACEMENTS -
PRCTRAINED 3 - AN-EVEN LARGER. NUMBER. OF -DISTRICT’ CHIEFS
HAVE'BEEN‘RELIEVED=*»so:sLowLY'Bur'STEADILX THINGS- ARE
\:3 jﬂa BETTER ’ . " i fler P T CORR 5P I

:conowzc STABILIZATIOH

e bE “HAVE BEEN ENGAGED IN Dlscussrons HITH THE avm oN AL

. MODEST BUT. IMPORTANT LIST OF STABILIZATION MEASURES: INCREASING .
TAKES ON PETROLEUN PRODUCTS, REDUCING THE RICE SUBSIDY AND . -

TARIFF CLASSIFICATION REFORM, - THE QVN’S ECONOMISTS YOULD

PREFER 70 FORMULATE AN" INCLUSIVE 'STABILIZATIOR PROGRAM, Tuls‘

{3 DESIRABLE IN THME LOKG RUN, BUT VE FEEL THAT INFLATIONRY

PRESSURES OF THE FIRST HALF OF 1968 WILL BE SUCH THAT YE SHOULD

IMPLZHENT® THOSE WEASURES YHICH CAN BE IMPLEMERNTED INMMEDIATELY

T GIVE US BREATHING ROOM-FOR THE TASK OF NEGOTIATING AN OVERALL

SIABILIZAIIOH FROGRAM y,\_?é, R e

RO, FEO I COPY }
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28. THI?U TOLD nE TODAY’THAT HE HAS STILL HAITING TO HEAR TR
FROM THE POPE CONCERNING THE LATTERS SEARCH FOR A POSSIBLE MEANS ~ -

OF DELIVERING THIEU®S LETTER TO HO. THIEU SAID THAT MHE T A
THOUGHT. HE SHOULD GIVE THE POPE A MONTM TO EXPLORE THE POSSIBILITIESf
AND. IF AT THE END OF THIS PERIOD.THE POPE HAD NOT FOUND A- ‘
MEANS OF-GETTING THE LETTER INTO HO"S HANDS, SOME OTHER AVENUE HHOULD
BE- TRIED . SUCH AS THE ICC OR THE UN, _I BELIEVE_THE WONTH WOULD BE UP-

THE FIRST HEEK IN JANUARY. v ?n : ' R R S

!’

£ & HAVE BEEN REPORTING EACH HEEK OH PROGRESS R

IN-THE. T MAJOR- PRIORITY PROGRAMS, I PLAN BY MID-JANUARY
WHEN® ALL .THE REPORTS SHOULD BE.IN TO GIVE YOU AN OVERALL .:
EVALUATION OF THE PAST YEARS EFFORTS AND AN ESTIMATE FOR THE
. OUTLOOK AHEAD. I DO .NOT WANT.TO MAXE ANY PROGNOSTICATIONS -
-IN:TRIS MESSAGE BUT IN LOOKING BACK OVER ‘THE PAST YEAR “
‘1 BELIEVE WHEN ALL-THE FACTS ARE IN HAND, I SHALL BE .
-AB’ TO’REPORT = You SUBSTANTIAL PROCGRESSe

30. LOVER HOUSE DEPUTY-BUI QUANG SAN WAS ASSASSINATED
BY TWO -UNIDENTIFIED ASSAILANTS AT HIS HOME IN GIA DINH .
'PROVINCE ON THE EVENING OF DECEMBER 14. VE.DO KOT XNOW .-
' YHETKER THIS:WAS AN ACT OF VC TERRORISY OR THE .OUTCOME OF - -
AN INTERNAL SQUABBLE WITHIN THE VIET NAM NATIONALIST PARIY-*1.
(ViQDDY. SAN WAS AN ACTIVE VNQDD MEMBER AND BY . .
OST ACCOUNTS AN IMPRESSIVE ANTI COMMUNIST POLITICIAN,
UNLIXE THE ASSASSINATION OF CONSTITUENT ASSEMBLY DEPUTY -
TRAN VAN VAN IN DECEMBER 196§, SAN'S DEATH HAS NOT HAD ~ oo -
ANY SIGNIFICANT POLITICAL REPERCUSSIONS NOR DOES IT SEE® "
TO HAVE AFFECTED THE MORALE .OF DEPUTIES, SAN'S MURDER, - :*-n_
HOWEVER, DOES SERVE TO RENIND US ALL OF THE GREAT RISKS: 1.
INYOLVED IN POLITICS HERE AND THE COURAGE AND COMMITMENT -
- REQUIRED OF THOSE TAKING AN ACTIVE PART IN THE_CONSTITUTIOHAL i
PROCESSs. ", e 5.

-3Ie HORK D BOTH THE UPPER AND LOUEH HOUSES S-w
PROCEEDING- APACE DESPITE OCCASIONAL. CRITICISM FROM THE :
LOCAL PRESS AND" SOME POLITICANS.THAT. THEY. ARE NOT HOVIVG
FAST.ENOUGH..THE UPPER HOUSE HAS NOW COMPLETED .ITS::

. RULES AND- OB DECEMBER 22 ELECTED 1TS: PERMANENT OFFICERS
- AND-COMMITTEZ .CHAIRMEN 4~ NGUYEN-VAN- HUYEN 3~ A~ HIGHL Y32
REZSPECTED SOUTHERN'CATHOLIC LAVWYER, WAS ELECTED CHAIRMAN
OF THE_HOUSE DEFEATING RETIRED GENERAL TRAN- VAN DON ON THE
- “SELQNDZBALLOT ¢ "TVO OTHER CATHOLICS; SENATOR™HOANG=:tweliise.
XUAN TUU :AND SENATOR. NGUYEN GIA HIEN WERE ELECTED FIRST
ARD:. SECOND VICE. CHAIRMAN RESPECTIVELY, TUU IS ONLY -+ - o
. WOMINALLY A CATHOLIC AND IS AN ACTIVE MEMBER OF THE -
REVOLUTIONARY DAI VIET PARY. HIEN IS LEADER OF THE (WORTHERN)
CATHCLIC GREATER. SOLIDARITY FORCE. ALTHOUGH THE CATHOLICS. .
MADE-A" CLEAN SYEEP OF THE THREE TOP SENATORIAL OFFICES, THERE
13°600D REGIONAL BALANCE « ONE SQUTHERNER, ONE CENTRAL ' )
VIETNAMESE AND OHE HO?THERNER. ALL THREE ARE CONSIDERED

?Eﬂ? CAPBLL Mvﬂalkizr; G Eee : _
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32.. IN ELECTIONS FOR CHAIRMAN OF THE TWELVE PERMANENT

COMMITTEES EACH OF THE UPPER HOUSE'S SIX SLATES RECEZIVED

AT LEAST ONE CHAIRMANSHIP, MEMBERS OF SLATES HEADED = - - 0 =
BY RETIRED GENERAL TRAN VAN DON AND DIEM. ASSEMBLYMAN .- . - %
TRAN- VAN LAM RECEIVED THE MOST INPORANT POSTS (DEFENSE, A
FOREIGN -AFFAIRS AND INTERIOR), WHILE THE SLATES OF HUYNH VAH =

- CAQ. AND*NGUYEN GIA HIEN RECEIVED ONWNLY ONE RELATIVELY INSIG=-, . =
NIFICANT COMRITTEE CHAIRMANSHIP EACH. INTERESTINGLY ENDUGH. S
CAO AND.-MIEN HAD EARLIER BEEN REPORTED TO BE FORMING
"THE NUCLEUS OF A" PRO-BOVERMMENT BLOC IN' THE UPPER HOUSE. B
THEIR - POOR ‘SHOVING ON. COMMITTEE CHAIRMANSHIPS IS PROBABLY:
 INDICATIVE OF THE BASICALLY INDEPENDENT CHARACTER OF THE .
- UPPER . HOUSE, AT LEAST FDR THE PRESEHT. -

QIS EAPECTED THAT THEY VILL BE COMPLETED AND .PERMANENT
oF rICERS ELECTED: ABOUT THE MIDDLE OF JANUARY, .

- '« *'-"--;'- . . ‘_ -,:_-:«-'

.344. DEFE HSE HIHISTER VY TESTIFIED SEPARATELY BEFORE . :
‘BOTH HOUSES ON'DECEMBER 18 REGARDING THE RECENTH PARTIAL . T
MOBILIZATION DECREE. CONSIDERING THE FACT THAT THIS WAS FIRST .
FORMAL APPEARANCE OF A GOVERNMENT REPRESENTATIVE BEFORE  ~.n.: .
- THE -ASSEMBLY FOR QUESTIONING, IT WENT OFF RATHER WELL. VY - . .7
¥AS DIGNIFIED "AND HANDLED QUESTIOHS SKILLFULLYe« BOTH HOUSES, =~
- REMAIN DISSATISFIED WITH THE NEW MOBILIZATION MEASURES, HOHEVER,
AND . IN THE LOYER HOUSE THERE IS SOME DISCONTENT WITH THE 3
HEARINGS THEMSELVES, EACH HAS ESTABLISHED A COMMITIEE TO

DRAFT PROPOSED AMENDMENTS TO THE DECREE. DISSATISFACTION -
APFZARS TO BE PRIMARILY OVER THE VWAY IN WHICH THE DECREEZ WAS
PROMULEBATED (I.E, A LAST-MINUTE MEASURE BY THE OLD REGIME
WITHOUT PRIOR CONSULTATION OF THE LEGISLATURE)$ BUT THERE HAY ALSO
BE CERTAIR SPECIFIC POINTS OF DISAGREEMENT, THERE SEEHS ,.qfs—{,.
HOWEVER, TO BE AMFLE ROO® FOR CONPROMISE, -IF NEED BE, AQD -

- IT SEEMS DOUBTFUL THAT THE ASSEWBLY.WILL TAKE ANY ACTION HHICH L
- TVHREATENS FUNDAMENTAL RVHAF MANPOWER OBJECTIVES, .0 =

= WICE PRESIDENT XY HAS EXPRESSED TO.¥E HIS OPINION THAT . THERE HAY
..B.A G00D DEAL OF TALK BUT. NO-ACTION THAT WOLLD SERIOUSLY : .
_.ﬁFfECT‘THE GOVERNHEHT‘S POSITION' i B it

.

.‘,. :..

“35, THE FOUR-DAY TRAIL OF 26 LEADERS OF -THE' 1966 Bunnaxsr
REBELLION IN CERTRAL VIET ‘NAM ENDED ON DECMEBER 224 .
FORMZR DANANG MAYOR NGUYEN VAN AN AND FORMER DANANG "
* GARRISON COMMANDER COLONEL DAM QUANG YEY WERE . |
_SENTENCED-TO 18 YEARS HARD LABOR.. TWO OTHERS WERE - 5
SENTENCED 18 YEARS IMPRISONMENT WHILE .THE. REMAINING 22
DEFENDANTS WERE ACQUITTED. GIVEN THE NATURE OF THE orFENsrs
THE SENTENCES WERE QUITE LENIENT AND, I THINK; REFLECT THE -
MORE CONCILIATORY POLITCAL ATHOSPHERE' PREVAILING HERE .- ;~‘.r
TODAY AS COMPARED WITH 13 MONTHS AGO. PRESIDENT THIZU TOLD = .
ME ON DECEMBER 26 THAT NE IS CONSIDERING SOME ACT OF . . - .-
CLEFENCY DURING THE TET HOLIDAYS TOvARDS THE FOUR WHO &~ . 7.
YENE SENTENCED NO¥ THAT THE ILLEGALITY OF.THE 1966 - .
BUDCHIST “STRUGGLE™ HAS BEEN ESTABLISHED BY A COURT, =

MRy PR WICK COPY %



= a



ASY M

-ECH783 m _ 2 g :
O0G.NTE 10 - g
DE WTE 316! ;5'
e - B
FROM UAL"’ROSTOU %g “i;»
TO" ’¢THE PRSSIDENT & Py
o =

CIIE CARSTI2OT .7~

. DECEMBER 28, 1967

IT 'APPEARS FROM THE FOLLOHING THAT PRESIDENT THILU HAS - -
_,“OVED ON ALTERNATIVE ONE ON HIS OWN. WE WILL BE DEALING WITH
- THE POIN" IN THE LAST PARAGRAPH HERE, "

b?Cth SAIGOH !4564
ﬁnfa SAIGOH 14543

Eu HAVE LEAR“ED FROH ACTING FOREIGN MINISTER THIS EVENING
THAT PRESIDENT THIEU HAS INSTRUCTED HIM IN A SOMEWHAT DIFFERENT
SENSE FROM THE IMPRESSION HE GAVE IN THE CONVERSATION REPORTED
RIFTEL ., “THIEU HAS IN EFFECT CHOSEN. HIS FIRST ALTERNATIVE AS .
. HF COYRSE OF ACTION TO BE FOLLOVED AND . HAS INSTRUCTED LAM TO'
- SEE: THEZ -APOSTOLIC DELEGATE MORNING DECEMBER" 294 LAM WILL INFORY
HONSIGNOR -PALMAS THAT THE GOVERNMENT OF VIET NAM- -VYOULD Bh
PREPARED- TO RESPOND TO A PERSONAL REQUEST FrROM THE POPE
¥r: A BRIEF EXTENSION OF . THE-NEW YEARS TRUCE. IF THE POPE
A\K”S'SUCH A REQUEST - “THE GOVERNMENT OF:VIET:NAM ¥QULD i
THEMNTAXKE THE MATTER UP WITH THE OTHER TROOP ‘CONTRIBUTING
uSUhTQIES AND PROPOSE AN EXTENSION OF 12 HOURS 'AS INDICATED
REZ e ACCORDING TO LAB, PRESIDENT THIEU WOULD NOT PLAN TO
TAKE QNY ACTION TO EXTEND ‘THE TRUCE UNLESS HE RECEIVES SUCH A
3 ,\DAL HEQUEST’

~}N. THE TIMING INVOLVED IN THIS PROCEDURE WILL BE CLOSE \AT

i o DEPY WILL PRESUMABLY WANT TO CONSIDER WHETHER TO TAKEZ
)P7 FARALLZIL ACTION WITH THE VATICAN,

UTH: 2819372 DEC 67
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FROM WALT ROSTOV F{%M/ -3
TO - THE PRESIDENT Fve
CITE CAP671206

S SenBufud EYES ONLY -

DECEMBER. 28,. 1967

NICX XKATZENBACH WOULD LIKE TO RELEASE THIS STATEMENT
TOMORROY, .. HE SAYS PRESS INTEREST. IS BUILDING AS THE YEAR ENDS.
IT.HAS BEEN THOROUGHLY CLEARED IN THE BUREAUCRACY.

IMPLENENTATION .OF THE. KATZENBACH REPORT
PROPOSED ,PRESS- STATEMENT

TT: THE FOLLOWING ‘STATEBENT IS TO BE USED IN ANSWERING
PRESS. QUESTIONS REGARDING (A) IMPLEMENTATION OF THE.
KATZENBACH REPORT. IN:GENERAL OR (B) TERMINATION OF COVERT
GOVEINMENT SUPPORT TO ANY PARTICULAR ORGANIZATION
SUSPECTED.TO ‘HAVE BEEN COVERTLY SUPPCRTED IN THE PAST.
THE REPLY. IS’ INTENDED TO BE USED BY THE STATE DEPARTMENT

SPOXESMAN TO WHOM QUESTIONS ADDRESSED TO OTHERS SHOULD
BE REFERRED,.

THE XATZENBACH COMMITTEE RECOMMENDED THAT NO FEDERAL AGENCY
PROVIDE ANY COVERT: FINANCIAL ASSISTANCE OF SUPPORT, DIRECT.

OR INDIRECT,.TO ANY. OF THE NATION'S EDUCATIONAL OR PRIVATE
VOLUNTARY ORGANIZQTIONS. WHERE SUCH. SUPPORT. HAD BEEN GIVEN,
HE COMMITTEE SAID.THAT.IT SHOULD BE TERMINATED AS QUICKLY

-AS POSSIBLE, WITHOUT DESTROYING VALUABLE PRIVATE ORGANIZATIONS.
SEFCRE.THEY. COULD SEZX NEVW MEANS OF SUPPORT ... THE. COMMITTEE
EZNVISAGED THAT THE.PROCESS :OF TERMINATION: COULD BE LARGELY==
PERHAPS ENTIRELY<-COMPLETED BY DECEMBER. 31,..1967.

I8 FACTy .THIS TARGET :HAS BEEN MET§ COVERT FINANCIAL SUPPORT
WASHING xvzav INSTANCE DISCONTINUED- PRIOR TO DECEMBIR 31, 1967.
AT THE.TINE OF TERMINATION, .SOME.OF. THE ORGANIZATIONS RECEIVED
CONTHIBUTIONS TO TIDE THEW ovan ‘THE 'PERIOD REQUIRED TO.
DEVELOP:NEW SOURCES OF FUNDS,. ALSO, AS RECCMMENDED BY THE-
RATZENBACH COMMITTEE, THE GOVERNMENT -1S CONTINUING TO STUDY
POsSSIBILITIES FOR PROVIDING PUBLIC FUNDS OPENLY FOR THE
OVLFSEAS ACTIVITIES OF ORGANIZATION3 WHICH ARE ADJUDGED
DESERVING - IN THE NATIONAL: INTEREST, OF PUBLIC SUPPORT,.

IN THE PAST 'YE/HAVE DECLINED TO: IDENTIFY THE RARTICL.AR

BREANIZATIONS VWHICH HAVE RECEIVED :COVERT PINnwCiAL SUPPORT.
WE INTIND TO CONTINUE THIS POLICY.

L.us 2819372 DEC- {967
PRESERVATION GOPY_



December 28, 1967
MEMORANDUM FOR MR, ROSTOW

SUBJECT: First report of US-Philippine Joint Preparatory Comnﬁttee

Attached is a lengthy package sent to the President by Nick Katzenbach
on our first discussions with the Phillppines regarding the successor for the
Laurel-Langley Trade Agreement. The talks did not go well. The Filipinos
are asking for everything -« and offering nothing. In essence, the discussions
served merely to quantify the size of the gap that separates us. Both the
Philippine Government and State are anxious to release the joint report of
these discussions (Tab 2 of the attached package). Although the covering
mer-nrandurmn from Katzenbach says boldly that he plans to authorize the
release, State ie, in fact, waiting nervously for someone over here to tell
them to go ahead. I see no reason to bother the President with this and,
tf you approve, propore to tell State informally to go ahead. Ed Fried agrees.

Attached ig a memo for the President transmitting this package for his
information.
Marshall Wright
Atts.
Approve
Disapprove

See me

cc: Ed Fried

MW:wpt
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SEeerr v
FOR THE PRESIDENT December 28, 1967
FROM WALT ROSTOW

On your instruction we passed the following message to King
Hussein:

"“"The President has indicated that he will make decision

on Jordan arms recommendation by New Year's. He is

inclined to be sympathetic to Jordan's needs, and hapes the

King will not make a major decision before hearing from us. "

We continue to get reports from Jordan that time is running out
and that King Hussein feels it necessary to make some decision on
Soviet arms by the first of the We have strung him along since
mid-August and doubt we can do so much longer.

The package which Nick Katzenbach recommends would total
about $6. 5 million of spare parts, automotive and communications gear,
some anti-tank guns and ammunition. We all know the Israelis won't
like this but we have been interested to note in the last fow weeks a
much more relaxed Israeli attitude toward Hussein. In any case, this

equipment will not affect the Israeli-Jordanian arms balance.

Since this is a token move to reopen the door and he Soviets,
I should think ould b 1ell it to the Israelis who will not want
to jeoparilize their aircraft requests by making a fuss such an

inconsequential package for Jordan.

SipeeerT



B d -2-
1f you are ready to go ahead, the next step would be to

authorize Ambassador Symmaes to offer this package to Hussein,

Approve

Disapprove

Call me







INTERNATIONAL DEVELOPMENTS - 1967

This has been a year of considerable pain and violence, but it also
has been one of constructive developments; some of them momentous,
others highly promising. These include:

1. The successful conclusion of the Kennedy Round negotiations --
the most far-reaching assault ever made on barriers to international trade,

2. Adoption by the International Monetary Fund of a plan for Special

Drawing Rights -- an important step toward assuring adequate monetary
reserves to support continuing expansion of international trade.

3. The IMF loan to Britain in connection with the devaluation of sterling;
and the Gold Pool, through which leading Western powers helped to maintain
orderly markets for gold and foreign exchange following sterling devaluation.

4, Agreement by the Presidents of the Latin American Republics to
move toward economic integration in the next decade -- one of the most
important collective decisions our friends to the Scuth have ever made.

5. An agreement on the principles of temporary tariff advantages for
developing countries, reached by the 21 members of the Organization for
Economic Cooperation and Development.

6. The other fourteen members of NATO dealt successfully with the

problems arising from the French withdrawal:



-2~

a. We and our allies met the French request to close all foreign
military installations in France by April 1. SHAPE and other key
military headquarters wére efficiently transferred to new sites in
Belgium, the Netherlands, and Germany.,

b. The North Atlantic Council and the Milité.ry Committee were
located in Brussels in October,

7. NATO made significant advances in planning:

a, The Fourteen agreed on a new strategic concept which
incorporates a flexible response, and thus better reflects a policy of
credible detérrence, the current threat, and Allied capabilities.

b. The NATO Defense Planning Committee completed work on an
agreed Force Plan for 1968-72.

c. We and our allies examined some basic questions about the
North Atlantic Alliance, particularly future political tasks, including
relations with the Soviet Union and Eastern Europe.

8. The threat of war between Greece and Turkey over Cyprus was
J;-elieved, with the help of mediation by the Secretary General of NATO,
a representative of the Secretary General of the United Nations, and a
personal representative of our President.

9. The war in the Near East was halted in four days without the
intervention of great powers.

10. An agreement on the Yemen was reached between Saudi Arabia and

the United Arab Republic -- after five years of strife which threatened to

embroil them and other nations in war.






-

19. The Chamizal agreement between Mexico and the United States
approving changes in boundaries, thus ending a century-old dispute,

20. The termination of our economic aid program to Iran because,
after 15 years, it had achieved its goal -- to help Iran to attain self-
sustaining growth.

21, New international agreements were signed dealing with such diverse
subjects as: atomic energy, -telecommunications, aviation, avoidance of
double taxation, investment guarantees, claims, fisheries, defense,
cultural exchanges, and the Peace Corps.

22, Politicai, economic, and social progress in most of the non-
Communist countries in East Asia and the Pacific.

23. Further easing of some long-standing international tensions:
for example between Indonesia and its neighbors, and between Japan and
the Republic of Korea.

24, The free nations of East Asia and the Pacific continued to make
notablg progress in regional cooperation:

a. The Asian Development Bank began operating, and announced
its willingness to administer a special fund for agricultural
development,

b. Indonesia joined four of its neighbors in the new Association of
Southeast Asian Nations. _

c¢. The Asian and Pacific Council (ASPAC) -- consisting of nine
members and one observer--held its second annual Ministerial

conference,



Our stand in Vietnam has been a major contribution to these

highly favorable developments over a vast area. Behind the shield

which we have helped to provide in Vietnam

3

a new Asia is arising.



Wednesday
December 27, 1967

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Acknowledgment of letter from James Linen, President
of Time Inc.

Linen wrote you about and enclosed for your information a report on
the Indonesian Investment Conference held in Geneva last month. It
was an extremely impressive gathering of » merican, European, and
Japanese private businessmen and its purpose was to encourage
private investment in Indonesia.

1 recommend you sign the attached reply to Mr. Linen.

W. W, Rostow

Att.

MWright:wpt



‘December 28, 1967

Dear Jima:

I am delighted to have from you ths impressive
report on the Indonesian lavestment Confereance

beld under your sponsorship November 2.4 at
Gensva. Your initiative has provided Indonesia's
leaders with a unique opportunity to attract private
foreign investment at a time whea Indonesia urgently
nesds foreign capital and the skills that accorapany
it to ensure ecomomic recovery.

1 congratulate you for an tw job well done.
I hope and expect that the Caonfereace will do

much to help s country whose well-being is vital
to the prosperity and stability of Asia.

Siacerely,

Mr, James A, Linen
Time & life Building
Rockefeller Conter

New York, New York

LBJ:State: MWright :WWR:ms
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FOR: JIM JONES
FROM: WALT ROSTOW
INFO: GEORGE CHRISTIAN

We have now had two meetings here on the new Eshkol visit and
need some guidance from you before we go further. Will you please
check the following with the President as necessary:

1. Schedule. Eshkol will arrive in New York afternoon of
January 4. We recommend he fly to the Ranch to arrive after lunch
Sunday, January 7. We suggest one substantive meeting aftarnoon of
arrival and a second the fouowln.g morning with Eshkol leaving after
working lunch January 8.

Approve Times as follows

Disapprave Prefer following

2. lsrasli official party will include a total of 12, including 3 ladies.
In protocol order: Prime Minister and Mrs. Eshkol; Ambassador and
Mrs. Harman; Ya'acov Hersog, Director of the Prime Minister's office;
Minister and Mrs. Evron; Moshe Bitan, the undersecretary-level Foreign
Ministry official dealing with US affairs; Aviad Yafeh, political secretary;
General Joseph Geva, defense attache; Col. Lior, military aide; Dan
Pattir, press counselor.

Yould appreciate your guidance.on haw many of thess can atay as
the Ranch, I party must be split, we understand Prime Minister would

like to have Hersog, Yafeh and Lior with him, and we think Ambassador
COMFIDENTIAL
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and Mrs. Harman should be with that group for protocol reasons.
Would be convenient if others could be quartered together. FPattir can
obviously stay near press.

Will accommodate st Ranch.

3. Israeli unofficial party will number 12: 4 security, 2 commo,

2 secretaries, 2 government photographers and maybe two others. We

understand 10-15 correspondents will be coming from Israel and expect

thavy will ha fninad he rasidant ranvoasantativas \upr._

= ke Bl oo B LSRN & WS WALALALAS AANA W U‘!\v.’-'-‘y md Mr‘l R-u.k.

Ambassador and Mrs. Symington, and Assistant Secretary and Mrs. Battle.
Battle would bring Country Director Roy Atherton with him. Mrs. Rostow
and I would come, if wanted, and I would like to have Hal Saunders with
me. We are not recommaending Secretary McNamara or Nitse because
we do not think it necessary to tie them up or desirable to give meesting
special military flavor, but we could, of course, add one of them {f
President wished. If neither McNamara nor Nitze comes, it might be worth
having Paul Warnke down in our working party because of importance of
alrcraft on agenda. Sam King would go to Ranch as advance man.

Approve without McNamara or Nitze

Add

5, Entertainment. We recommend a small dinner for the official

parties only--or the higher ranking members--with any personal friends or

staff the Precidcnt wishes to add there. I understand it is the President's
CONFIDENTIAL
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desire to keep this function small.

Approve small dinner Prefer

6. Ceremony and statements. Since we did not plan arrival

ceremony or formal exchange of remarks for Washington visit, we
assume it even less necessary at Ranch. Tﬁoroloro. unless President
wishes otherwise, we assume FPresident would grest Eshkol informally
at Ranch, would exchange informal toasts at dinner and would tssue
joint statement at end of visit.

Informal arrival: OK Prefer

Toasts: Yes Na,

Joint statement: Yes No

7. Working space. Assume you can provide working space
for Israell party.
Hal Saunders is handling these details for me. Could you please

call him with your anawers.



MEMORANDUM ,
THE WHITE HOUSE }{

WASHINGTON
Siemre. December 27, 1967

MEMORANDUM FOR THE PRESIDENT
* SUBJECT: Csala Case

Andrew Csala is a naturalized American who was arrested about a year

ago in Budapest on charges of spying for a foreign power. (A 1956 refugee,
Csala had worked at a Hungarian jamming station against VOA, Reportedly
the Hungarians learned of the fact that German intelligence questioned him
onthis subject after he defected.) Csala was tried in secret and sentenced
to six years. The Hungarians have never given us an explanation of the
charges or evidence.

In the months since that time, we have been pressing tt
to release Csala. For a while it looked as if they woul
defected, and the Hungarians linked the two cases -~ s:
expect them to accornmodate us after our alleged role i
their Charge d'Affaires. Later, the Hungarians gave u
believe Csala might be amnestied on the occasion of the
Anniversary Jubilee. This, too, did not materialize,

The case has received some rather low-key publicity a
where Csala's parents live. There has been Congressi
from Csala's Congressman, Mr, Feighan, Senator Rot
Senators Dodd and Ribicoff of Connecticut (where Csals
firm).

The Congressmen have been content to leave the case a
was some reason to hope that it might be settled satisf:
the announcement of Radvanyi's appointment to Stanfor:
publication a few weeks from now of an article by Radv
unflattering to Hungarian Foreign Minister Peter's rol
negotiations} will make favorable Hungarian action eve:
Gwertzmann revealed in the STAR today that Radvanyi
personally to arrange his defection. Illogical - as this
to the Secretary will further annoy the Hungarians,

We continue to press the Hungarians vigorously on the
raised it with the Hungarian Chief of State.

We probably shall get more publicity about it in the ne>
reason, I thought you would like to be informed how thi

UE) ﬁﬂo stow



December 27, 1967

FOR THE PRESIDENT FROM WALT ROSTOW

Following, for your approval, is proposed get well message

to King Mahendra of Nepal:

(FYI: Mahendra has internal disorder, but it is not considered serious. )

QUOTE
Your Majesty:

1 was very concerned to hear of your illnesa. Mrs. Johnson
and I extend our best wishes for a speedy recovery and your return
to the duties you perform so wsll, With warmest personal regarzds.

Sincerely,

UNQUOTE



December 27, 196~

FOR THE PRESIDENT FROM WALT ROSTOW

Following, for your approval, are two messages to President

Ahidjo of Cameroon. Message (1) is a particularly warm Independence
Day message State recommends -- and I agree -- that this would be
a good follow up to your recent meeting with Ahidjo.

Message (2) is a routine reply to Ahidjo's condolence telegram
on the collapse of the Ohio river bridge.

I recommend you approve both messages.

(1) QUOTE
Dear My. Presideat:

The progressive and stable independence of the Republic of
Cameroon is a source of comfort and strength for all who love freedom.
Americans are proud t¢ join your friends around the world in celebrating
the Seventh Anniversary of your national independence on Jamuary l. We
admire your energy, your determination, and your realistic appreach
to problems at home and abroad. We wish you even greater success
in the years ahead. |

1 have fond memories of our meeting a few months ago, Mr.
President. Mrs. Johnson joins me in sending our warmest personal
regards.

Sincerely,
Lyndon B. Johnson

UNQUOTE



(2) QUOTE
Dear Mr. President:

I am very grateful for your thoughtful message of condolence
oa the tragic collapse of the Ohio River bridge. The sympathy of
the government and people of Cameroon is much appreciated.

With warmest personal regards.

Sincerely,

UNQUOTE
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Dec, 27, 1967

FOR THE PRESIDENT FROM WALT ROSTOW

Mr. President:

Secretary Rusk wishes your permission to release the text of the
note to which Sihanouk responded publicly.

Text follows,

"The United States has the honor to request the Embassy of Australia
> deliver the following information to the Royal Cambodian Government,

"The United States has regretted the impairment of its relations with
Cambodia, Despite differences, however, the United States continues to
respect the neutrality, sovereignty, independence and territorial integrity
of Cambodia.

"A particularly distressing problem dividing the United States and
Cambodia arises out of incidents in the Cambodia~-South Vietnam border ares,
The United States wishes to emphasize that American~forces operating in
South Vietnam are engaged in conflict with Viet Cong - North Vietnamese
forces committing aggression against South Vietnam, The American forces
have no hostile intentions toward Cambodia or Ca.mbodi.';n territory., The
root cause of incidents affecting Cambodian territory is the Viet Cong and
North Vietnamese presence in the frontier region, and their use of Cambodian
territory in violation of the neutrality of Cambodia,

"The United States has offered to cooperate in seeking a solution to

this problem. Following the suggestion of His Royal Highness Prince

e : .. B
Cive ‘ BT ol Lotk KA
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Sihanouk for more effective action by the International Control Commission,
made most notably in Decemb er of 1965, the United States has consistently
supported such action and has indicated its willingness to consider
sympathetically any request for specific assistance to this end.

''"At the time, the Royal Cambodian Gove rnment suggested that the
International Control Commission might undertake continuing and effective
review of activities in the port of Sihanoukville, and it was further suggested
that the Commission might be expanded so that it could more effectively
monitor the border areas between Cambodia and South Vietnam,

"In add:i.tioﬁ, the United States has supported an international conference
on Cambodia, and it has also suggested direct, informal talks with Cambodian
officials in order to seek an alternative remedy.

'""The United States is deeply concerned over the critical issue of
Viet Cong - North Vietnamese use of Cambodian territory and it wishes to
emphasize once more its willingnéss to cooperate in any reasonable method
of controlling this problem,

""The Royal Cambodian Governmeﬁt may not be aware of the extent of
Viet Cong-North Vietnamese use of its territory, and the United States
therefore wishes to provide it with the attached summary of some of the
evidence available. The documents and interrogations from which this evidence
has been compiled are fully available if desired., Additional evidence received
in more recent periods is being assessed, and may be presented to the

Royal Cambodian Government at a later time,
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"The United States believes that the Royal Cambodian Government
will share its concern c;ver Viet Cong-North Vietnamese use of neutral
Cambodian territory, Itis in the spirit of assisting the Royal Cambodian
Government in its efforts to prevent violations of its neutral territory

that this evidence is presented, "

The purpose of release would be to indicate that we were presenting
evidence without th:reafJ in good faith,

Secretary Rusk would not release the detailed intelligence made a\;ailabie
to Sihanouk, in keeping with the oral statement made by the Australian
that "the United States Government does not intend to make public the summary

of evidence attached to the note, "

If we)in fact,decide to move later against Cambodia, we would, in my

. judgment, have to release the factual evidence,

Release approved
No

See me

¥+ 4



COMPIPNGL,L, Dec.-27, 1967

FOR THE PRESIDENT AND JOE CALIFANO, ONLY - VIA WALT ROSTOW

This is CWE Mamo No, 5.

I, Various comments on phases of the proposed program.

a. The deficit figure for next year, based on the 4th quarter deficit,
is very high. It may prove far less in 1968, in the light of the recent years'
experience and the first three quarters of the current year,

The last quarter is unnatural and should reverse as soon as we
show strength and wisdom; as, for example, stop the speculative buying of gold.
The results of the 4th quarter demonstrate the ¥ictory of speculators over the
financial comrmunity, Continuation of this will lead to total loss of control
and public confidence, both politically damaging and economically disastrous.

The handling of the British weakness leading to devaluation itself
was damaging., Millions were lost to every Tom, Dick and Harry who took
advantage of the disastrous delay,

In addition, the French did their utmost to cause delay and confusion,
thereby preventing the establishment of a proper defense system which was
necessary to secure our position following the devaluation; we must make
our financial i)osition impervious to rumors of control over the sale of gold -~
a control which the European community considers inevitable, Such control
is needed but not yet forthcoming, A run on gold will continue to threaten
until we take necessary steps that show our strengths, not our weakness;
until we disassociate the tremendous strength of the U, S, economy (and the

power of others who are playing with us) from a misguided system which
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provides riskless speculation in gold to practically everyone except the
U. S, citizen.

b. In normal times we can afford to invest overseas. This is like a
profitable company putting pennies into research. At a later date this
research provides the means that keeps it strong.

For years this country has been pouring money overseas, How
many billions‘ since the last war, Now the time haé come to mobilize some
of fhis reserve or, at a very minimum, repatriate more of tﬁe earning power.
Let's get a figure on the annual overseas earnings on U, S, inveétment
abroad. Let's get a figure on how much now is repatriated under the penalty
system, Then let's mobilize this strength by providing incentives to bring
some of it back with the following results:

‘l, increased availability of money at home,

2, more development, more employment, lower interest rates at home.

3. business rewarded instead of penalized.

4, favorable political reactions from business,

c. It'is a good calculated risk that the European community will never
force us to a position where we have to revoke on our gold commitment because
to do so would damage the dollar reserves they hold far beyond the availability
of our gold supply. To remove the gold cover now would be an open invitation

to take gold from us which others would not dare to take now for the above reason.
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The loss of our gold now would remove e_conomic leadership
from the strongest country in an economic sense the world ﬁas ever known,
The Republicans would love thié issue in an election year,

We must ma;\intain the gold cover; stop the gold leakage to speculators
firmly and at once; and'then continue the control of the gold market but
disz.Lssociate the dollar from it as soon as possible by arranging for the IMFEF

to handle it -~ for which there is a prece dent,

d. The Travel Penalty Plan. This is the type of thing which should be
a last resort if all else fails. It will be looked on as a weakness, not strength,
stimulating further speculative attacks on the dollar: the greatest economic
power the world has ever known penalizing its citizens who travel when no
such penalties are applied in dozens of communities dependent on our suppeort
all over the world,

The British monkeyed with this after the war and it was so unpopular
that I am convinced that it was the primary.cé.uge for the loss of the election,

We do not need this now., There must be a dozen reasons why it is
not worth the price,

e. The import tax export subsidy plan likewise is not worth while. There
are many reasons against it, Specifically, we cannot control the retaliation
by other countries. This would damage the trend towards a world made more
harmonious by free trade. This procedure should be reserved for specific,

not general, use; e.g., as a bargaining weapon in GATT negotiations.
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II. Suggestions.

I believe that the New Year could be ideal ‘ﬁming fox; a strong statement
by the Presidgnt, pointing out the greatness of this country notwithstanding
its war in Vietnam; its present prosperity; its progressive social programs;
its support of the whole free world; its aid to underdeveloped countries;
its defense of those who wish it. We have rescued friend and foe alike in an
economic sense. Now some of these people are attempting to attack us when
we are at a temporary disadvantage,

Therefore, fér the time being, some emergency steps should be taken
to show the world again 1;he greatness of our economic strength. Among the
principal possibilities are the following ten. Naturally not all are of equal
importance or even necessary as a composite group,

1. Maintain mandatory and strong control over all forms of overseas
investment, limiting outflows except where it is in the national interest,

2. Devise means to make use of the very powerful reserve we have
built up over the years abroad, particularly by the encouragement of
repatriation of capital and earnings.

3. Demand additional support from the accredited nations we are defending.

4, Develop a program to encourage foreigners to invest in U, 5. on
a basis more equal to their investment possibilities in other countries.

5. Use patriotic and morale persuasion on our citizens to think twice

before they travel and spend money unnecessarily abroad, and encourage
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foreigners to come here,

6. Develop an appropriate system with bankers on money market
matters without hamstringing our position of leadership in this area,

7. Give various types of government support loans, advice, guarantees,
etc,, to stimulate our export program.

8. Develop our appeals to patriotism, etc., with renewed vigor
and price and wage matters. [ believe there is room for development of new
thought in this area; for example, appeal to some specific persons,such as
Henry Ford, to lend a hand with a price reduction,

9. Reserve our remaining gold for monetary use only and take the
lead in development of international system in this regard including,as far
as possible, mined gold to be reserved for monetazy use only.

10. Take the lead in the creation of an international system which
permits the development abroad of a reserve unit that is not at the expense
of the dollar (the real reserve currency); and, certainly, create a built-in
buffer that removes the direct U.S. obligation to pay foreign creditors 100%
in the form of gold which is just as unrealistic today as attempting to cover up

our own currency 100% in gold would be,

A PERSONAL NOTE TO THE PRESIDENT :
Your trip is still a wonderful memory to us, Mr, President. The
dedication of the people around you was a rewarding experience. We enjoyed
their friendship and admire their ability and understanding. |

I'd welcome the opportunity at any time of cooperating with your staff
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in any way which may seem needed in the financial area, both in the
interest of the country and particularly bearing in mind your own personal
interest at this time when, to me, it is indivisible with that of the country

and all those with vested interests here,

#iH#
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Wednesday, December 27, 1967
10:00 p. m.

Mr, President:

Herewith a note of thanks and
holiday greeting from Jean Monnet.

W. W. Rostow
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.:\Z-P—se-e&g?—‘/sgm siTive. Wednesday, December 27, 1967 -- 9:30 p.m.

My, President:

Herewith, as promised, a package of materials on the Balance of Payments
program,

1. The draft Message (Tab A). As you will note, it includes as a holding
item a referemce to tourism. We are aware that this depends on your final
judgment, in the light of Congressiomal consultations which are now takiag place.
At Tab B is ancther copy of Secretary Boyd's paper on measures to reduce the
travel deficit which we sent down separately yesterday.

2. The draft Executive Order (Tab C) imposing controle over capital
transfers and investiments abroad.

Attached to Tab C is Ernie Goldstein's mmemo to Jee Califano explaining
certaln problems and cholces. As you know, the administrative locus of this
operation is not yet decided. It will be argued before Charlie Schultze tomorrow
afternoon at 4:30 p.m. As Ernie notes, the draft Regulations are simply not yet
ready.

3. The gut of the argument appears to be that keeping the investment
restraint program ia Commerce will maintain in the minds of the business
commaunity more coatinuity with the veluntary program and is less likely to
ralse the spectre of exchange controls as the next step. The case for putting
it in Treasyry is that financial controls have historically been exercised by

the Tresasury.

4. At Tab D is the Federal Reserve program, with a covering memo by
Ernle Goldstsin. As the moment the Federal Reserve appears to wish the
Executive Order to be broad enough to provide explicit mandatory powers to
the Federal Reserve. In fact, it appears that the Federal Reserve has the
power to de what ls required. There is also the question of including Ex-Im
Bank loans uader this pregram. Most of us (including Governor Daane)
believe this is unnecessary and dangerous.

5. The export expansion program is familiar and, in fact, its main
headings are included In the draft message. :

6. Repatriation of earnings. The Regulations implemesnting the Executive
Order will contaln action to insure the continued flow of repatristed earnings.

Beyond that, we have failed to find a promisiag carrot. One might offer
exemption {rom taxatioa for those who brought capital back from tax-haven
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countries and lavested in loag-term U. S, securities; but this reward for the
wicked seems uallkely to commmend itself to the Congress. One might also
envisage a tax on excess earnings held abroad by U. S. companies. This,
however, would be difficult to administer and, so far as the business commuality
ls concerned, would be regarded as compounding a felony.

7. At Tab E is a draft letter {from the President to various Chiefs of
Government explaiming the basis for the proposed mission. You should know
#ith respect “~ ““ major mission to Contisental Eurcpe that Sec. Rusk is
prepared to it. His major reservatioa is that his presence might attract
anti- Vietnarn demonstrations and complicate the task of the mission. He would
consider Under Secretary Katzenbach as an alternative. (Since Sec. Rusk's
movements would be official and not Involve public appearances, 1 incline to
belleve his welght and stature outweigh the possible disadvantages of his
heading the mission.) In addition to such a mission, which would go to Benn,
the Hague, Brussels (the Common Markst), and Londoa, we envisage also
the following:

-- a Deminy mission to Ottawa a day before the announcement, if
possible;

-~ & vieit by Phil Trezise or Mike Blumenthal to Romse, Geneva (GATT),
and the Scandinavian comntries;

-- an K, V. Rostow visit to Japan and Australia;
-« and a Joe Fowler letter to Debre, in Parls.

A scemario of these visits is at Tab F,

W. W, Rostow

P. 8. Tab E ls, of course, a sample letter, in this case for Chancellor
Kiesinger. Each will have to be somewhat hand-tailored for the customer.
The attached eavelops contains drafts for the other recipients; although the
Kiesinger draft, as you edit it, should be the gensral model.

w. w. R.

WWRostow:msz:ria
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December 2T, 1967

DRAFT PRESIDENTIAL MESSAGE

AN ACTION PROGRAM TO MAINTAIN THE STRENGTH
OF THE DOLLAR AND OF THE FREE WORLD ECOROMY

1 bave reviewed extensively with my economic and finsncisl edvivers
the state of the U. S. balance of payments in the light of:
~= our basic economic and internationsl payments position;
== the recent disturbances in internmational money markgts;
== the prospects for new, dellberately created, reserves.
I now report to the Nation on my findings and on & new progranm to
bring us into equiiibrium in our intermationsal payments.
For 16 of the past 17 years, the United States has had a balance of
payments deficit,
== In the first half of this period, these deficits were & welccze
consequence of our assuming the responsibilities of a strong
nation with very large reserves. We helped to rehabilitate

VWestern Europe and Japan, and we initlated masaive foreign ald
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programs Iin the developing countries. We also accepted
discrimination againat our trade, Our deficits produced a
better balance in the distribution of reserves and encouraged
econcmic growth throughout the Free World, from which we, as
weil as others, benefitted.
In the second half of this period, our deficits beceme a
problem, At the same time, they provided the major sdditions

to internationsl reserves when additional reserves were recded

~to underwrite and encoursge a record expansion of world trade.

The supply of new monetary gold was grossly ina.deg:.ate_ to meet
this need.

During virtually every year of this period, our net worth ebroad
expanded. Our total forelgn assets are now ebout $112 billion.
Between 1950 and 1966, owr net private msset position abroad

grew from $5 billion to $39 billion,
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== We have contimiously had a surplus in trade and services,
But that surplus has not been large enough to cover ocur
military expenditures ocutside the United States, cur forelgn
aid programs, and our position as the major supplier of
private capital badly needed by the world.

It ‘is sometimes said that we have a balance of payments problem
because we are‘lending long and borrowing short. The fact ie ou.r lending
abrﬁad has been both long- and short-term -- and, in both cases, has
provided important services to the world economy. We have the good
fortune to be a large nation with large savings. Our long-term lending
and investing abroad has supplied productive capital and technology to
the rest of the world. Our short-term lending abroad hss been &n easenfial
source of finance for world trade.

We also have borrowed abroad in a sense -- mainly at short tem.
That borrowing has occurred because monetary asuthorities have wished to

hold dollars as part of their international reserves ~- and private_
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concerns and individuals have found the dollar useful as & world trange-
actions currency and & currency in which they can hold some of their
financial assets.

We have been -- and we will continue to -be -- prepared to zccept
our responsibllities as a country with a reserve currency and a trange-
actions currency. We did not seek this role. It evolved out of the
dollar's basic strength:

- becaﬁse the U, S. econamy- is strong;

== becouse 1t bas large capital markets;

-= beceuse the dollar has held its purchasing power;

-= becouse it is convertible into gold by monetary suthorities.
The dollar is a reserve currency and a uorid transactions currency not
ﬁecauae of eny épecia.l advantage.we seek, but because there has been no
aatiafnctoﬁ substitute,

We believe that the internationalization of these responsibilities

would be to our advantage and to thet of our trading partners, friends,

and allies thi'oughcut the Free World. That is why we have worked herd
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to move toward such a system. It is essential to complete the new

plen of the International Monetary Fu_nd for a supplement to international
reservas and to bring the new system into operation as soon as possible.

Our balance of payments policies have been carefully designed to
permit fulfiliment of cur obligations ebroad and of our responsibilities
towvard the international monetary system.

In 1961, we launched a determined program to reduce -our deficit,
which had risen to as much as $k billion in 1959 and 1960. The key
element in the program was a sharp reduction in quernment expenditures
abroad -~ particularly on military account. Meanwhile, the remarkable
price stability that accompanied ocur vigorous economic expansion at
home enebled us to lmprove our trade‘account. The deficit was cut to

about $2-1/2 billion.



In 1963, we took further action, including the adoption of the
Interest Equ&lization Tax with an exemption for the developing countries.
We had to do better. In- 1965, we initiated a series of measures
which cut the deficit in 1965 end in 1966 to ebout $1l.3 billion a year,

Only the rise in our security-expenditures in Southeast Asia kept us
from reaching virtual equilibrium.
| New developments emerged in 1967, some favorsble, some unfavorable.
Lia ﬁhOngthe=fhworable:side:
e At Geneve in June, intermetional agreement was reached on the
largest reduction in tariff barriers in the history of inter-

national trade negotiations. This egreement will assure the '

e

B T i e e
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continued expansion of world trade, along with world economic

growth =-- as long as international reserves are adequate.

-« At Rio in September, there was unanimous international agreement

On

on a plan to create suplemental internationel reserves. Final
agreement on the activation of this plan will mean that the
world can count on reguler additions_to international reserves --
without requiring U. S. balance of payments deficits and without
depending on new gold supplies.
the unfavorable side:
In the United States, larger deficits occurred iIn each of the

in part
first three quarters. This unfavorable trend resulted/from the
faiiure of our trade account .to Improve as much as we had hoped.
This underlined the need for fiscal action to restore price
stability. Our capital account was also disappointing. To
counter this,.we announced, on November 16, & new voluntary

progrem on direct investment and bank loans abroad, calling

for reductions in capital outflow.
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== Then came the British develuation, which led to unrest and
digsturbance in the international financial, foreilgn exchange,
and gold markets. These disturbances -~ comblned with the
British liquidation of $500 million of U. S. securities --
pleced further and sbnormal strains on our payments position
end sharply incrgased the deficlt. Doubts arose regarding the
stability of the international monetary system -- in which the

dollér is the key element.

Against this background, we can «~ and must -- act quickly to reduce
our deficit and move toward balance. I accept the achievement of this
goal as both a National and an international responsibllity. The strength
“of the qular, the strength of the international monetary system, and
the strength of the entire Free World economy are linked together.

We intend to move to equilibrium in ways that:

- éré compatible with-the strength and stebility of the U. S.

economy, and
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-~ will eneble us to continue to meet our internstional responsi-
bilitlies =~ in defense, in promoting world trade, and in
encouraging economic growth in the developing countries.

Our aim is t0 maintain and strengthen the foundation of international
cooperation. Other nations also share responsibilities to achieve this
goal.

All must recognize that the actions we takewlll necessarily affect
the balance of payments positions of other nations. As any deficit
country tekes action to reduce its deficit, other countries will see
'bheir surplu;i'educed or their deficiis increased. The essence of a good
adjustment process 1s to have the weight of the adjustment fall most

best
heavily on those who can/carry it -« the surplus countries. Indeed,
surplus countries can, and should, take positive measures to make the
process work smoothly. This is the only way we can achieve ocur common

objectives in the field of trade, securlity, finance, and econcmic

development.
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At home, this program will require the understanding end support of
all Americans -- the Executive Branch, the Congress, business, labor,

finance, and fexm groups.

The New Program

The strength of the Americen econcmy is the first line of defense
of the dollar.
== T call again for prompt action by the Congress to pass the
tax blll. This will help bring stebility to the economy and
confidence ln the strength of the dollar -- here and sbroad.
== I call again on American labor and management to take
responsible action on wages and prices. Their cooperation

will strengthen our competitive position in the world economy.
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As longer-term meesures, I am instituting:
== & new export expauslon progran, some parts of whichk will require
new leglislative authority;
== gtepped=up effort to encourage foreign investment in the United
States; and
== an active program to encourage travel in the United States.
We also will require cooperation from other countries -~ particularly
those in balance of payments surplus == 10 provide more equitable trading
conditions and more durable financial arrangements to finance tﬁe balance

of payments cost of the common defense.

Short~-Term Measures

Direct Investment

I am invoking  Section 95 of the Banking Law 10 establish a
mandatory program to restrain direct investment ebroad. I undertake this
new progrem with reluctance. The benefits of American foreign investment

are large both to host countries and to the United States. To the host
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countries, U. S. investments are a critical source of modern technology
and a model of modern management methods. To the United States, the
investments provide an important and growing flow of earnings.

But we must face the hard fact that the scale of our investment
expenditures overseas must be brought within the limits of cur balance
of payments capabilities.

Over the past three years, the American business community has
cooperated magnificently with the Govermment in a vqlunta.r:,r program,
under the administration of the Commerce Department, to moderate the
new outflow of American investment ebroad. I compliment the business
leaders on thelr patriotism 1n undertaking this effort and thelr success
in meeting the voluntary goaels.

But now if. is necessary to do much more. The goal we must seek and
attalin is be}ond the reach of & voluntary program; that is the unanimous
view of my economic and financlal edvisers. To insure success and to
guarantee fajirness, so that no one need feel he i1s sacrificing more

than his nelghbor, we must turn to0 a program which has the force of law
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behind it. It is my regrettable but unavoidable responsibility to teke
this action in present circumstances,

As in the voluntary prograsm, the new program sets over-all and
individuael company targets. Individual concerns will have flexibility
to operate wi‘thi:} their established targets. Special licenses to exceed
targets will be issued when they can be Jjustified.

The new direct investment program is designed to bear most heavily
on surplus countries. In 1968, it calls for:

== 8 moratorium on direct inmvestment outflow to Continental Western

Europe, with asppropriate allowance for financing work in process
or binding contracts;

«= cutbacks in net new investment in the other developed countries

of the world of ____ percent from the 1965-66 average;

-=- maintenance of investment in the developing countries at

approximately tﬁe 1967 level;

-~ agsurance of a continued inflow of earnings from foreign

subsidiaries throughout the world.
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This program should reduce our capital ocutflow for direct invest-
ment in 1968 by approximately $1 billion from the level estimated for
1967.

Bank aend KNonbank Lending

I also am requesting the PFederal Reserve Board to tighten itas
program restraining foreign lending by banks snd other financial insti-
tutions.

This program has been highly successful as a result of splendid
cooperation by the financial community. In present circumstances, given
the urgent need to improve the balance of payments, we are seeking a net
reduction in outstanding credits sbroad by at least $500 million in 1968.

I am assured by Chairman Martin that this reduction can be achieved
primaxily in credits to the developed countries of Continental Eurcpe,
with & minimm of s.dve:fse effects on the financing of U. S. exporis or

on the avallability of eredit to the rest of the world.
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Since 1962-63, we made further savings by direct procurement at
home, by tieing aid, and by reducing personnel. But the rising cost
of the woar in Vietnem has offset not only gains in other areas but some
of the earller savings as well.

Over the next two years, it will be difficult to realize further
large savings. We cannot -~ and will not -~ slash programs that relate
directly to our own or our allies! security or that promote American
exports.

‘But we can -~ end will -- do more in this field. I am not satisfied
that we have taken a hard enough lock at our Govermment activities .a.nd
personnel levels, particularly in the light of the balance of payments
problem we face. Recently, one of our Amba_ssadors did s detalled review
of the steffing requirements at his post and found that a mch smaller
number of employees could do the job. The Department of State bas

directed similar veviews in other large posts abroad., Special empbasis
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will be placed on realizing efficiencies and on savings for the balance
of peyments.
I hove asked the Director of the Bureau of the Budget to review all

the possibilities of personnel cuts in this entire area.

Longer Term Measures

Export Fxpansion

To mrové our underlying trade Iposition, I am calling for new
legislative and gdmiﬁistrative actions in export finance, promoticn, and
taxation, The elem.enta of the program are:
== A $500 million suthorization for a nevw Export ﬁb:pa.nsion Facility,
waich would provide liberalized export insurance and guarantee
facilities and broaden the scope of Government-assisted export
-fina.ncing.

== A substantial liberalization of the Export-Import Bank rediscount
facility to provide banks with addéa incentives o engage in
export finance.

=« A substantial liberalization of the Export-Import Bank's

Exporter Credit prograns.
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-« An intensified Commerce Department export promotion program,
beginning with a rise in outlays from $11 to $19 million in
fiscal year 1969.

-~ The launching, experimentelly, in fiscal year,1968, of 8 new
Joint Export Association program, under which the Department of
Commerce will provide direct finencial support, under contract,
to U. 5. corporations grouping together ccoperatively to develop
overgeas markets.

= Clarification and liberalization of tax regulations dealing-with
intercompany pricing practices to encourage U. 8. subsldiaries
abroad to maximlze use of U. S. raw materials and semi-processed
goods.

Encouragement of Forelgn Investment in the United States

Govermment agencies will work directly with the privete financial
community here and ebroad and with the Councll of the United States

Investment Commanity on this program.
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Cooperation with Other Governments ~_7.;

We come now to the area in which cooperafion and understanding by
our partners in the world economic community is necessary. As I noted
earlier, elimination or reduction of our deficit will naturally bring
ebout reduction of existing surpluses or increases in deficits elsewhere.
This is the nature of the adjustment process.

In two areas, more needs to be done than has been outlined earlier.
We need to provide more durable financiel arrangements for expenditures
undertakeén: in the common defense, and we need to make more equiteble
ﬁhé conditions under which foreign trade is conducted.

To provide more durable financing arrangéments for expenditures
undertaken in the common defense, I have directed the frompt initiation

additional -
of negotiations looking tqj\bil&terﬂ. arrangements wit@ our NATO allies
where'byr the balance of payments impact of the United States military

expenditures in those countries can be neutralized by puichases of

additional V. 8. goods end services, long-term investments in the United



“D] -
States, or other equivalent measures.

These bilateral arrangements should be made more permanent through
the early initiation of negotiations,within the context of NATO, pro-
ceding from the basic principle that the financial consequences of
xchmbxaoemdy millitary expenditures by the. mezbers of the alllance are
regarded as a matter of common concexrn and should be dealt with in a
manner that reflects their community of interest. We intend to sgel::

== A NATO recognition that future tasks of the a.llie.ncé incliude

assuring its fipancial viability and NATO-wide accepltance of
the principle that the net foreign exchange cost of military
eaqpendit\u'es by the members qf the alliasnce should be neutralized.

We consider it essentlel that deficits suffered by cclmntries as a
result of stt_a.tioning troo;p_s abroed in the common effort should be treated
and solved by the allisnce on a cooperative basis.

I am pleased to note that the recently-constituted Balance of Payments

Subcommittee of the .Joint U. 8. = Japen Comnittee on Trade and Economic
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Affairs is scheduled to meet for the Tirst time in January, 1968. I
expect 1t to move promptly to find ways of dealing with short- and long-
ronge payments imbolances between the two éoun‘bries ) includi;ng those
arising out of government e:gpenditures.

Pending the peaceful solution of security operations in Southeast
Asia, we expect to negotiate' bilaﬁera.l agreemén‘bs and az-z;angements with
the various countries of that area in order to-Mze the net balance
of payments cost to the Uni1;ed States for mtual securit} expenditures
in the pa:tit'.;ula.r countz;y_ anc} _irea.

Trade

We need to undertake diplomatic initiative to remove discrimination
egainst U. S. ex_ports and to 'br;.ng U S; industry 1n'b9 a falir and egual
compeﬁitive position insofar as export financing, promotion, and border
‘fex ‘treatment of exports end impbrts are concerned. We cannot sit 1dly
by while other major trading countries, inecluding many with consistent

balance of payments surpluses, consolidate and incresse trade advanteges

cbtained through their tex adjustments on exports and imports. Therefore,
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Lf om submitting to the Congress when 1t recomvenes:

== New legislaticn which would provide an appropriate percent

ol

.rebate to the U. S. exporters in mamufacturing, mining and the

processing of agriculfural products of some secondary indirect

and property taxes, Federal, State and local, and imposes an
equivalent percent border tax on imports into the United
States of these products from the developed nations to compensﬁfe

for the U. S. indirect and property taxes which foreign gocds

. from these sources have not had to bear. This significant

depar‘bure adopts a.-pi‘a.ctice similar to that fo]lowea by a number
of other countries, including some of our major industrial
competitors in Westerg E}:.rope, wao rebate indirect taxes and
impose compensatory import duties at the border. In part, this
new move ‘1s resgponsive to proposed border tax changes in- Western

Europe that could further impede U S. trade; in part, it is:
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a respouee to the exlsting system of rebates, border vaxes
and other types of tax concessions to stimulate exports that
characterize the tex systems of most of the major trade compe~-
tition of the United States. Under the proposed legisletion,
the new U. S. rebate and border tex will be effectlve Jamuary
1968. This new system will not involve any addition to the
burdens of the U. S. texpayer because 1t will be designed %o

belance the total of rebates with the border taxes,]
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I bave directed:

~= Tha prompt Iinitiation of diplomatic efforts to effect a

.-.._.___“

harmonization of the rebate of jndirect texes on exports and
the imposifion of border taxes on imports in the United States
with similar systems in the Eu.ropeén Common Market, where
indirect taxes plsy a much larger :éole in national tex systems
than in the United States. Traditional arrangements in this
f1eld have inhibited the trade of the Upitea States and other
countries; as inﬁicated gbove, new border tex changes could
increase the disa.dvantgge under which we operate. This csalls
for a closa examinationl and speedy modification of the ﬁmdamental
rules of the GATT (Genersl Agreement on Tariffs and Trade) --
particularly in the arvea 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 ma.rket and the United States and other trading
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countries, is an essential element ip the balance of payneats
ad justwent process in the world as weAknow it today. The
proposed legislation and'negotiaﬁing ieitiative fhove represents
the first step in this broader harmonization process.

-- A major diplcmatic effort o remove other nontariff barriers.
With the prospect of a:steady annual .reduetion each year over
fhe next five years of tariff barriers assured by the success
of the recent Kemnedy Round negotiations under the General
Agreczent on Tariffs and Trade, the effbrt'to atvein fair
comﬁetitiﬁe conditions for U. S. exports shouwld be our major
objective in trade policy. Indeed, the removal of diserinination
aéed.nst'ﬁhited States exports should be the preferred course in

~ the world balance of payments adjust;ent process. It is clearly
pre:erablerto eit@er g‘sharp deflation in the United Stiates,

th all its worldwide repercussions, or legisletive quotas

wnilaterally imposed on the growth of imports in growing U. S. markets,
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& j R THE SECRETARY OF TRANSPORTATION
;:b\-:_,‘. «3\3 . WASHINGTON, D.C. 20590
f(;}rm;ﬁﬁ.‘h\—

December 27, 1967

MEMORANDUM FOR: Honorable E. Ernest Goldstein
The White House

Subject: Proposed Measures to Reduce U, S. Balance oflPayments
Travel Deficit

BACKGROUND

We have been giving further thought to the series of proposals now being
considered to reduce by $500 million annually the travel deficit in the
U. S. balance of payments.

As we understand them, the proposals fall into the following categories:

a. Imposition of a $6 - $8 per diem tax for periods spent
abroad by U,S, travelers with a $100 - $150 deposit
against ultimate passenger liability. (Exceptions are
presumably contemplated for bona fidé students, and
possibly for all travelers to Canada, Mexico, and the
Caribbean and possibly for the first trip in each 5-year
period.)

b. Imposition of a 43-percent excise tax on passenger fares
for foreign travel.

c. , Imposition of a $100 passport fee.

d. Reduction from $100 to $10 in the duty-free import gquota.

GENERAL OBJECTIONS

I believe that the first three of the foregoing proposals are open to such
serious objections onp policy and economic grounds as to make them
politically infeasible, and possibly incredible. These proposals are
designed to reduce sharply the amount of foreign travel per se by U.S,
nationals. They are thus not consistent with the historic U.S, interest
in the promotion of international contact, understanding, and trade.
From the political standpoint, they even have an ostensibly isolationist
character hardly compatible with U,S. leadership of the free world.
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SPE FIC OBJECTION
The proposals are regr.e. :ve in character, iring most heavily upon

the private travel of the .uss wealthy.

They will generate pressures for exceptions on behalf of particular

groups of travelers whose presence abroad should be promoted rather
than discouraged.

By operating to reduce total travel, they would seriously impair the

" economic health of U,S, flag carriers and the U,S. aeronautical

industry markets, and would produce lower tax yields to the T.S.
Treasury from U.S., carriers and the industries serving thgm.
Political opposition from the Air Transport Association, and partic-

ularly from Pan American Airways and Trans World Airlines, would
be intense, '

Fare increases by the airline members of the International Air Transport
Association are probable and would in turn discourage foreign travel
to the United States.

*

An advance deposit against per diem liability is not only inconsistent
‘with the President's strong advocacy of facilitation of international
travel and contact, but would be deemed offensive by many travelers.

RECOMMENDATIONS

It seems to me that such steps as are needed now to reduce the travel
deficit should be along the lines of reducing or eliminating the present
$100 duty-free import allowance. It is not possible to state with certainty
what would be the impact of this step. However, if it did discourage
$50 worth of purchasing by the average traveler, the foreign exchange
saving would be $380 million or 75 percent of the goal we seek. This
step would permit flexible control over the duration of the measure

and it promises early results. Further it is unlikely to provoke allega-
tions of inequity from any group, since it is direcfed at that part of

the traveler's activity which is personal in nature and not defensible

in principle.

We might limit or remove for a period the deduction for tax purposes
of per diem business expenses abroad.
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We might seek through the CAB to encourage significantly reduced
round-trip fares for travel from foreign to U.S, points.

CONCLUSION

This Department has no fundamental objection to a reasonable excise tax
on international tickets. However, if more drastic measures to limit travel
are needed, I would favor direct controls with a more equitable impact than

those being advanced.
/
/f, / oy 4

Alan S. Boyd
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EXECUTIVE ORDER
GOVERNING CERTAIN CAPITAL TRANSFERS AND INVESTMENTS
By virtue of the authority vested in the President by
section 5(b} of the act of October 6, 1917, as amended, 12
U.S. C. 95a, and fn view of the continued existence of the
national emergency declared by Proclamation No. 2914 of
December 16, 1950, and tHe importa.zice of strengthening
the balance of payments position of the United States ‘during
this national emergency, it is hereby ordered:

Alternatives for Par. 1 (a}
{ 1. (a) The following transactions by or on behalf of or

for the benefit of any person subject to the jurisdiction of the

United States which owns or acquires as much as a 10% eql;l.ity or
earnings interest in a foreign business veuture or which is a bank
or other financial institutior‘b are prohibited on or after the effective
date of this Order," except as specifically authorized by the Secretary
of {hereinafter referred to as ''the Sécretary”), if

any such transaction involves a direct or indirect transfer of capital

to or within any foreign country or to any national thereof:)



{ 1. {a) The following transactions by or on behalf of or for
the benefit of any person subject to the jurisdiction of the United
States are prohibited on or after the effective date of this Order,
except as specifically a.uthorfzed by the Secretary of
(he.reina.fter referred to as "the Secretary''), if a.ny such transaction
involves a direct or indirect transfer of capital, to or within any
foreign country or to any national thereof:)

(1) Any transfer of credit;

(2) Any payment between, by, through, or to
any banking institution or ba.nkihg institutions
wheresoever located;

(3) Any transaction in foreign exchange; and
(4} Any direct or indirect acquisition of, or
any holding, transfer of or dealing in, or any
exercise of any right, power or privilege with
respect to, any property located in a foreign-
country in which any foreigﬁ country or a
national thereof has any interest.

Alternative language bracketed - matches first
version of 1 (a)

(b) The Secretary is authorized to require, as he determines

to be necessary or appropriate to protect or improve the balance of

2



payments position of the United States, that any person subject to the
jurisdiction of the United States {which owns or acquires as rnuch as
a 10% equity or earnings interest in a foreign business venture) shall
cause to be repatriated to the United States all or part of undistributed
earnings which are attributable to such person's investments {in such
business ventures) in designated foreign countries and bank deposits and
other short term financial assets which are held by or for the account
of such person in foreign countries. Any person subject to the juris-
diction of the United States is prohibited on or after the effective date
of this Order from failing to comply with any such requirement of the
Secretary.,

(c). Any transaction which is for the purpose of which has
the effect of evading or avoiding any of the provisions of paragraphs (la)-

or (b} of this section 1 is hereby prohibited.

2. The_ effective date of this order‘ is , 196 ,
_ commencing at 12:01 A, M., eastern standard time, of said date.

3. - The Secretary is authorized and directed, under authority
delegated to him by this Order and under all other authority available
to himn, to carry out the provisions of this Order and to prescribe
definitions for any ter_ms used herein, to rmmake such general or specific

exceptions to the prohibitions and requirements hereof, to issue



such rules and regula_tions, orders, rulings, licenses and instructions,
and to take such of;her actions, as he determines to be necessary or
appropriate to carry out the purposes of this Order or to protect or
improve the balance of payments position of the United States. The
Secretary may redelegate to any other agency or official of the United
States any authority delegated to him by this Order.

Alternatives for Par. 4 - Secretary who administers
program to be deleted in eifher one

(4. In performing his functipns under this Order, t_he Secretary

shall consult as necessary and appropriate the Secretary. of State,
{the Secretary of the Treasury,) (the Secretary of Commerce) and
the Chairman of the Federal Reserve Board.)

(4. In performing his functions under this Order, the Secretary
shall obtain the guidance of the Secretary of State with respect to matters
involving foreign policy, and shall consult as necessary and appropriate
with (the Secretary of the Treasufy,) (ti1e Secretary of Commerce) and
the Chairman of the Federal Reserve Board.)

Par, 5 only if Secretary of Treasury does not administer

{ 5. Nothing herein contained shall affect the authority of the
Secretary of the Treasufy under Executive Order 9193. The Secretary

of the Treasury and the Secretary of Commerce are authorized to



-exercise severally any and all authority conferred on the President

by section Ef(b) of the act of October 6, 1917, as amended,12 U. S, C, 95a.
No person affected by any order, regulation, ruling, instruction, license
or other action issued 6r tak;en by either th.e Secretary of the Treasury
or the Secretary of Commerce shall be entitled to challenge the

validity thereof or otherwise excuse his actions, or failure to act, on
the ground that pursuaﬁt to the provisions of this Order, or Executive
Order 9193, such order, regulation, ruling, instruction, license or
other actionr was within the jurisdiction of the Secretary of Commerce

rather than the Secretary of the Treasury, or vice versa.)

THE WEHITE HOUSE
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For Ottazwa
6. Talking Polnts/Specific to Fost

G. LEE do not zuticipate any major effecis om
Canndian position&ZT Lﬁe recognrize that potential ections
of USG in tr;dﬁ field on border taxes, parse bd, will affect
Canadian-~-US trade. We will want to discuss these effectis
ia 1igkt -of each coﬁntry'a balance of paymenis problems aznd
hear GOC l1deas on posaidble similar actionz;Z

b GOC will recoganlze feverable treatment 1n elszsl-
fication of Capada in Category III for direct investment
controls and no change in speclal IET tratment for Canads.

¢. U3G places strong emphasis on bdiletersl arrange~-
zeuats and sxpeeta further coaversations can indiecate any =major

problexs which might cell for relief.
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