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B ~ -- Wedne•day, December 27, 1967 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Surplua APCa for Israel Inatead of New Ones 

You will recall approving last May the aale to Israel of 100 new 
Armored Personnel Carriers. 

The Israelis have now ,aid they don't intend to buy these new APCs 
if we will relea1e 375 1urplua World War Il half-track personnel carriers 
for them to cannibalize. Apparently they captured enough new equipment 
in June to hold them for the moment and are mainly concerned with keeping 
their present inventory operational. The old APCs they want originally 
went to our NATO allies and are now back in our control as aurplu• in 
French and Italian depot.. Of the 375, 143 are the balance of a sale we 
had already authorized last March but •u•pended when war broke out. 

Secretaries McNamara and Katzenbach recommend that we go along 
with this Iaraeli propoaal. · This would avoid introducing a new and modern 
piece of heavy equipment into the Israeli inventory, and the deal would 
attract less attention from the Araba. Our approval would be consistent 
with your recent deciaion to 1upply spare part• to the Iaraeli military 
aince these would be cannibalized. From the Israeli aide, the half-tracks 
have the advantage of immediate delivery and coat only about $130, 000, 
contraated to the 18-montha lead time and $3. S million for new vehicles. 

I am checking this with you mainly becau•e of your per■onal battle 
for the new APCs laat apring. I asaume, however, that you would have 
no problem with this suggeation aince this is what the Iaraelh want and it 
h easier for us. 

The only queation is whether we go ahead now or wait till yotl'v• 
seen Eahk.ol. Since we get the better end of this deal, l 'd be inclined to 
tuck it under our belts right now. We don't get a great deal of credit for 
letting them have what everybody elae ha■ now laid aside as military junk. 
However, even though aircraft will be the main focua of your talk with 
Eahkol, you may want to give the impression of a hiatua in decision• before 
he comes. 

W. W. R.oatow 
Approve now -----Approve now but hold until after Eshkol visit 
Call me ----

SK JilEfL 



December 21, 1967 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: The Perklna Committee Study oa Foreign Aid. Round II 
(For your meeUna with Cbarlle Schultze &Del Bill Ciaud; 
Frlcla y, December 29) 

At you Friday meet1D1 OD tlM forelp alcl budget, Bill Ciaud plan• 
to ralae a1alD the qua•tlon of tbe 1eneral atudy ol foreip aid pro1ram 
II, Jim Perklna' AdYlao.ry Committee. You wll1 recall tlaat Ua• Perkin• 
Committee (Oene Black, Dave Bell, David Rockefeller, etc.) ha• offered 
to clo a full abldy of ald concept• &ad pro1rama wltll a report to J011 after 
the election. ill time for the 1969 lealalatlYCt pro1ram. Ideally, they 
would like to do tlda bl reapoue to a public directive from you; but they 
miaht aettle for a quiet alpal to 10 ahead. 

Ciaud &Del Schultse both l>ellew -- aa do Rusk &ad McNamara -- tut 
tlle committee ahould do tbl■ ■tudy. We will need ■ome baaic thta)dn1 
OD foreip alcl for 1969 and tlal.• committee l• the moat esperionced, 
pre•tlpou•, a.ad bl-parti■an aroup we could poaalbly pm together, 
particularly ill a campaign year. Ci&wl l• ready to ftnd the money la 
Am to finance tile atudy. 

A• JOI& inatructed laat MODtb, we told Perkin• that you did not want 
to 10 ahead witll th• study at tbat time. He took that reaNnably we ll and 
called off the rather elaborate meett.q the11 acheduled to orpnlse the 
committee to do the Joa. But he &ad bl■ colleapea llawn•t ta.ken "aot 
now•~ to meaa "Deftr". We owe them a further auwer, a.ad lt muat be 
tauly aoon ii they are to have time to conduct a thorough review. We 
mut a.la take Ullo account the fact tlaa.t Black, Rockefeller, a.ad other 
leacS1A1 llahU ill the group feel tllat ii they are not to do thl• kind of atudy 
•• after two year• of education la the pro1ram -- they aerve no useful 
purpoae &acl •hould be dlabanded or allowed to become dormant. (Their 
demlae would not threaten tile Republic, bat I think it would be a plty. 
particularly la 1968.) 

Gaud will make the point. with which I asree, that we are comi111 
to the poiDt where it la worae to pn them no anawer at all than to give 
them a neptlw reply. The main cholcea are three: 

,GONFll>Ji:NTlAL 
on d'tMINEO TO BE AN ADlltNISTRATIVE 
MARKING. CANCELLED PER 1!.0. 12351. 
SEC. t.3 ANO AACHIYIST'S IIEIIO OF 
MAR. ti. 1981 
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(1) Go ahead with the •tudy with •ome J>!!bllc ble••lng from you. 
TM• woald make Perldu and Co. happleat, but it would pretty 
well tie 7011 to them aa you forelp ald thlDkera, perhapa compli• 
catlna aay attempt to preaent a foreip aid bdtlatlve before the 
election UMl maldn1 it dUficult for you to oppoae or amend th• 
recommendation■ la their report. 

(Z) Go ahead with the •tudy without a public Pre•identlal dlrectlve. 
I tblnk that tbe committee would probably a1ree to 10 forward In 
re•poue to a quiet aipal from JOU. perbape a confidentla.1 letter 
or a phone call. U11der theae clrcumstan.cea, we could malntaln 
that the committee le Jut proceedlnc wttb the bualne•• for which 
it wa• e•tabli■hed aad aftld •om• .i the ••cboMll lnatnunent" problem. 
11 JO• doza't waat to be lawlved at all, we ml&ht try to 1et the aroup 
•tarted with a •lpal from one ol u• ill ,-r name. 

(3) Politely decline the •bady.. This would preaerve maximum 
Dexlbllity for you. but at the con of_!!! facto abolition of Ulla blue 
ribbon 1roup, which la of coulderable •• to ua both bl term• of 
proaram advice aad la terma of help with the &Id bill oo the Hill. 

I wo"1d wt• I.or (J) •· a quiet ■Ip.al to 10 ahead. I aupect that lf 
Ud• 1roup doe• aot alat lt will lte necunry to Invent lt. or aomethlJl& 
Uk• It. to ,-t to1eth•r a reviaed aid proaram ill 1969. I think revl■ioD 
la dealrable on. tile merit• &Ad &Nolutely neceuary la term.a of aupport 
on the Hill. U we loa-e the Perldu 1roup acnr, I wonder whether we will 
be able to aaMmble another taak force that e&D lM of•• mucb aubatantive 
&ad polltlcal •••• I recommencl,you tell Gaud aad Scbulbe the committee 
abould proceed •• quietly a■ ponlble, &ad that yo11 agree to call Perkin• 
or wtnact one of u to deliver tM meaaage. 
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: ... :~ •• tHE·. PRESIDENT 
CIT£>CAP·67 t 177 

.. 9 2 ·• CR E. 'I 

-:SEBiEJJ _ -

TNER£'.·ARE. · 19- "CONFIRMEn · u~s-~~ PRISONERs '.::'oF VAR~ PRESUMABLY 
CONFINED IN - SOUTH. VIETNAM• -· THESE·· INCLUDE · .9 ; U.S • . · ARMY, 
5 u.s •. MARINE.·· AND·· 5 -u.s. AIR FORCE. THESE FIGURES ARE CURRENT 
3UT DO NOT INCLUDE THOSE -MEN LISTKD AS .MISSING IN ACTION. 

THE:RE' -- IS NO . VAY TO ASCERTAIN MOW MANY AR£ HELD -aY THE 
VIET CONG · OR THE NORTH VIETNAMESE IN _THE SOUTH. 

!N NORTH VIETNAM THERE ARE 209 CONFIRMED U.S. PRISONER~ 
OF VAR., · THESE INCl.UD£ 107 U.S. NAVY. 97U.s. AIR FORCE AND 
5 U.S. MARIN£~ -

ALL ·. ARE PILOTS OR AIRCREWMEN EXCl!PT · FOR . ONE . NAVY 
ENI. ISTEO. MAN, VHO FELL OVERBOARD .'. FROM ··THE ·USS . CANBERRA 
IN >APRIL·:. 1967• WHILE . THE ·· SHIP . VAS .. OPERATING .: OFF \fffE. ,~OAST 
OF' .. ·· NORTH. VIETNAM •. : 

TH£ . FOLLOVING / Is :~ A'' BREAKDOvr, ; OF.: MEN \ CARRIED -: AS' l'IISSING 
IN :•. ACTION FROM· JAHUART -~ -. l~ ·· 1961 TO .··DECEMBER :, 27• • · 1957~> THESE. 
FIGUREs,·vILL- NOT BE ·MADE : PUBLIC .. AND. -ARE , HIGHLY CLASSIFIED 
AND · SENSITIVE BECAUSE THERE IS . NO WAY OF KNOWING .HOW MANY 
OF --.'?HE KIS~ING l'AY · BE . .: DEAD· OR -ACTUALLY:·. CA.PTU~ED • 

ARMY 
NAVY 
!'1AR INE .5 · 
AIR FORCE 

SOUTH . VIETNAM 
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FROM . WALT ROSTOV 
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Ito. 12356, Sec. 3.4 ,I ~ . 

~J -s~ .a:.~-.. tc /do-a) ,.e; V 

LAOTIAN··_ SITUATION"· REPORT 
CAs ·.''OF~· 6 P.M.~ EST.,~'. 26 DECE!BER ·: __ .. 1967) 

r~-::· COMMUNIST ·. FORCES./ AR£· KEEPINtt·)UP:··:.THEIR/ .pitESSURE/ AGiINST· 
GOVERNMENT·_ .. POSITIONS IN -LAOS~ - - -- . . ·-

2.TAN. ENIM'f-;-UNIT~~-ESTIMATED< AT.:>: ABOUT, ~BATTALION ··stRENGrH • 
. RAIDED ·: rm: .. ·: GOVERNMENT:·BAS£ · AND-:AIRSTRIP<AT<MUO~G .:: PHALANE<'. ON · 

25 '. ' DECEMBER , _\'AND ··DESTRO,n:D -: MOst-~·or·: _tHE· .. ·cAMP•s~ f. A~ILlTIES , :-
INCLUD ING-·.tHE. USAID·-:' AND ., AIR: AMERICA ·. BUILDINGS• -.- ALTHOUGH -GOVERNMENT · 
REINFORCE£4:ENTS AP~ARENTLY . HAVE. .-'10VED >INTO.LJij~>.' ~~A r ~THEY\ HAVE.; NOT_ 
nT-. REOCCUPIED 'MUONG' :PHALANt._ 

3·~ PREL.Il'IINARY. REPORTS '. SUGGEST THAT -THE .. >ATTACK·_-.·vAS - SPECIFICALLY 
AIMEo~-AGAINST THE> u.s.:·_-·PRESENCE:: AT'~ .MUONG ·._PHALANE • . rvo: AMERICAN 
TECHNICIANS WHO MANNED :. A. NAVIGATIONAL <STATION -WHICH ... ASSIST.S 
u.s •. -· AIR : OPERATIONS ,· IN / SOUTHERN :_ LAOS ' ARE' 'MISSING • ... -THE ' STATION 
ITSELF -APPARENTLY WAS ·. NOT .DAMAGED.. . .. ,. , ... --

4 • · -THE . ATTACK . ON MUONG . PHALANE .. ·IS .THE . FIRST SIGNiFICANT 
ENE?IIY' ACTION · IN THIS PART 'oF THE · PANHANDL£ ·· IN ' OVER A ___ YEAR. 
IT P!AY.: BE · RELATED . TO RECENT -ATTACKS- FARTHER ·souTH IN THE . 
BOLOVENS PLATEAU AREA. ·.THESE OPERATIONS APPEAR ·TO. BE PART . OF 
ANE\i . COMMUNIST CAMPAIGN TO FORESTALL. STEPPED-U? _AUIED EFFORTS 
TO INTERDICT THE INFILTRATION CORRIDOR'-. 

5~0\- IN ·--NORTHEIHJ ·LAOS, THE COMMUNISTS · LAUNCHED A MORTAR ATTACK . 
ON-· THE·. GOVERNMENT ' AIRSTRIP AT .: NAM · BAC , ON · 24 DECEMBER• . CONTINUING 
REPORTS.- OF A' COMMUNIST. BUILD.;.UP :IN --THE . VICINITY SUGGEST. THAT _. MORE 

· GROUND ·ASSAULTS AGAINST NAM ·BAC•s .OUTLYING· DEFENSES. MAY- BE IN THE 
OFFING~· GOVERNMENT . TROOPS~ ARE :. B£ING:._REPOSITION£D ·. IN -.AN .-- tFFORt°· -
TO · REDUCE '-THEIR ~VULNERABILITY~-- -. . . 

5 .;;ALTHOUGH' -' THE -:'. COMMUNIST S': 'APPEAR-:-:_To · ·af~--PUTTING ·'- A: L It?LE 
MORE . BITE :· INTO .THEIR· DRY ~ SEASON ···OJiFENSIVE··_yJ{IS ;, YEAR;·· THER£ 
IS NO '' EVIDENCE ·tHAT THEY: -INTEND : TO ; MOUNT -A··- CONCERTED DRIVE 
INTO GOVERNMENT-HELo -: rERRITORY·; WE ' AGREt.' WITH THE u.s~ . EMBASSY'S 
APPRECIATION THAT THE.. LAO -·_R_EPORTS :Our.-:.or : _vn:TNAM ·oN THE STATUS OF 
THE NORTH-VIETNAMESE THREAT · AR£ · HIGHLY .. EXAGGERATED • · IN FACT• T~ . 
RECENT -COMMUNIST - EFFORT -AGAINST . NAM BAC ·: IN >.THE NORTH _AND THE 
BOLOVENS ·. POSITIONS IN TH! . SOUTH t ·APPEARS DESIGNED. TO . RESTORE: 
THE STATUS QUO. UNTIL . LAST' ,. YEAR, 'BOTH AREAS .. LONG HAD. BEEN ·. UNDER 
?ATHET LAO CONTROL• . . . . . 

7 • . NEVERTHELESS, W£ BELIEVE THAT THE .- COMMUNISTS VILL MAKE 
THINGS EVEN · HOTTER IN THE . COMING MO-NTHS AS .THEY ATTEMPT 
TO REGAIN SOME OF THE MILITARY INITIATIVE . IN .LAOS. THIS .PROBABLY 
~11ILL BE PARTICULARLY TRUE IN THE PANHANDLE, WHERE STEPPED-UP 
ALLIED OPERATIONS INTO THE INFILTRATION . CORRIDOR WILL HIT A 
HIGHl.Y SENSITIVE NERVE. 



lNFORMA TION 

Tueaday. December 26, 
6:30 p. m. 

Mr. Pre■ldent: 

Herewlth S.c. McNamara•• re■pOJ:1•• 
to Gea. Weatmorel&Ad'• •111•••tloD• 
conc•rnllla l'eturnlng Vletnam veteraaa. 

w. w. Ro.tow 

WWRoatow:rln 

-. 



THE SECRET ARY OF DEFENSE 
WASHINGTON, 0.C. 20301 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Vietnam Veterans 

2 2 DEC 1967 

I have reviewed General Westmoreland's letter to you of 11 December 
concerning actions which are being taken or could be taken to facilitate 
-the transition of the departing serviceman to a useful, · productive life 
as a civilian. 

With regard to General Westmoreland's suggestion for a motion 
picture film to illustrate for the serviceman the magnitude of our 
achievement in Vietnam and the role the individual serviceman has 
played in that .achievement, I am sure that such a picture would be 
useful. We will begin joint planning with General Westmoreland1 s 
staff on the production of such a film. With regard to the other 
films which General Westmoreland suggested, the Veterans Admin­
istration now has one in production designed to cover the specific 
education and training programs which are available. I und~rstand 
that this film will be ready for distribution soon. It is possible that 
this film will serve the purpose of the other films suggested by 
General Westmoreland. In any case I agree with the desirability of 
using motion pictures for the purposes suggested and I will have 
the matter explored further. 

We have in being, a number of programs designed to assist the 
serviceman who is being separated from the service. The military 
departments have updated and improved their separation counselling 
programs. In accordance with your instructions, we now inform 
the Department of Labor of the home address for every discharged 
serviceman, and that Department is now providing a personalized . 
service to those men. Under this program, each discharged 
serviceman is to be contacted by the U. S. Employment Service in 
his local community and offered assistance in securing employment 

'/-7'17 

or in retraining or upgrading his skills. As part of this program, each 
separating serviceman receives a letter from the Secretary of Labor 
and from the Governor or other high official in his home state wel­
coming him back into the civilian community and offering assistance 
in his transition to civil life. 

;,,: 
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There is in the planning stage a Federal Inter-Agency program spear­
headed by the Veterans Administration, to insure that every veteran 
is given the maximum assistance to which he is entitled in effecting 
the adjustment to civilian life. This program envisions a single 
centralized location where returning veterans can receive one-stop 
service concerning their rights, benefits, and educational and job 
opportunities, to include possible affiliation with social action pro­
grams such as the Peace Corps, Job Corps, Teachers Corps, etc. 

One of our principal concerns involves the serviceman who has not 
had the opportunity to acquire a civilian related skill or to upgrade 
his education prior to his return to civilian life. For this man we 
have established Project TRANSITION, which will provide maximum 
in- service skill training or education during the last 6 months of 
his service. This program will reach many of the Vietnam servicemen 
who have returned to duty stations within the United States. The con­
cept of this skill and education program is to provide marketable 
civilian skills so that the men may make a favorable economic adjust .. 
ment after they leave military service. During the last few months 
we have already developed training programs sponsored by our own 
military bases, Federal agencies and private industry at our pilot 
installations. For example, at the Naval Hospital at Oakland, 
California, and Walter Reed Army Medical Center we are giving 
training for post office workers to combat disabled Marines and 
soldiers prior to separation. During the last 6 months at Fort Knox, 
some 800 men, many of whom were Vietnam veterans, completed 
training in a variety of skill trades or for completion of high school 
equivalency level of education. 

There has been great interest by industry in satisfying its manpower 
needs through cooperative transition training programs at or near 
military bases. The program has high promise not only for the man 
without a marketable skill but for others who wish to upgrade existing 
skills. Furthermore, Project TRANSITION -- which I have directed 
be in operation at all our major installations in January 1968 -- is an 
ideal vehicle for counselling and training servicemen to take up 
vocations where significant civilian shortages exist, e. g. policemen, 
medical technicians, etc. 

With regard to the role suggested £or national veterans and service 
organizations, it is of interest to note that several of these have 
already undertaken special projects to assist returning veterans. The 

,. 
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Department of Defense is currently cooperating with the National 
Urban League and the Junior Chamber of Commerce (JAYCEES) in 
two such endeavors. 

3 

These various programs are in complete accord with General 
Westmoreland1s . stated views. They are designed to channel the 
returning veteran into gainful and meaningful employment or to assist 
in the furtherance .of his education to the maximum of his _abilities -­
all to the end that he will continue to make a significant contribution 
to the Nation -- this tixne as a resp<;>nsible ·citizen in the local civilian 
_comm.unity. 

. . ,. 



MEMOllANDDM FOR. THE PJlESIDENT 

SUBJECT: New Year•• Meeaa1•• 

J> 

Tia• State Departaeat l• r•cem•••dlac that apla till• , .. r a,-clal 
. New Year'•·••na1•• IMt •eat 1llr ,-. to•• Cliief• of Stat. aJMI to tlae -
Heada ef Go•eramem: la certaia ca•••• 

Tiler• le ao doa'bt dlat th••• ,.reoaal -••P• are ••et.I. 
Me•aaa•• .•eat t., ,- dariaa JOllr receat tri• wld.da coalalaed 

reler .. ce to tile New Tear wtNld aot be aplicated. 

U ,o. appl'OYe tlae ._,.tell of New Tear•• •••aa&ff, •• will 
· tutnact •• State.Departaea& to •P preparlaa tlaem aow M tbat 
tlleJ will IMt aY&ilalale to ,.._ fer ,-.r apprewal la aafficleal time to . 
allow for dl•,atcll J,efere. New Y•r•• Day • 

. w. " · Ro••· 

---Have tlae ......... ,reparetl 

BKS: a11:1c 



lNFOltMATION 

1=0P ISGil\li'f 'fRB&i 

TuNay, December 26, 1967 
t:00 a.m. 

Mr. PreaWeat: 

Tb.la l• a repon ol how a Nortb 
Yletaam.•• tr .. • official reallJ feel• 
alKNt the war -- more peaalmletlc tbo 
tbelr propa1uda w011W •q1eat. 

w. W • .Roatow 

TOPSZCHT 

WWB.oetow:rla 

DECLASSIFIED 
E O 13292, Se . 3.5 
NLJ KA& {)3-.:J I 

By · , NARA, Date ;l ·;;) 1~Pf 
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~OF SECRET TRINE ... 

Pessimistic Views of North Vietnamese Official 

A high-ranking North Vietnamese trade official 
recently told a European t~at 
Hanoi's talk about winning the war was propaganda 
and described it as "boasting necessary to cheer up 
the spirit -- a ment~l defense." He declared that 
North Vietnam was suffering losses it could not 
replace . . He remarked that Soviet aid was "quariti·ta­
tively sufficient" but that it was not being used 
effectively because it ''could not be unloaded and 
distributed well enough." 

Wheri asked about the possibility of negotia­
tions with the US, the official stated that Hanoi 
must cling to an end of the bombing as a precondi­
tion because the US "must show us that much respect." 
He described North Vietnam's insistence on the 

- cessation as a matter of national pride and prestige. 

The source disclosed nothing new, but his 
somewhat pessimistic outlook was unusual. When 

· asked about his expression of pessimism, he reacted 
with uncertainty, explaining that he felt it a matter 
of national duty to describe the situation to a foreign 

-(Si:C&i:T NO FORJUcat DlSS1i:M/NQ DISSEM 
ABBO.tD/CO~f'i'ROLLEi> ~ DlSSEH/2ACKGROUND USE ONLY) . 

·,, . . 

SANITIZED 
E.O. 13292, Sec. 3.5 
NLJ/8,AC Q.3-J 'ol 

By ,u,41 '. t:JARA. Date 4-, -"~ 
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INFORMATION 

-r.. ... ,. I>ecemlHtr 26. 1967 
1:55 a. m. 

T1ll• la a Brat-rate reapoaae lty 
O.a. Weatmonlaad to tbe •••tlea: Wily 
•owe flsllt the enemy near the border•? 

I •---• yoa wolllcl like to rea4 lt. 

W. W. lloatow 

. TOP SECRET 

ww:aoatow:rla C~C!/-~,..:~::s 
E.O. 1~=:: s, s~c. 3.4(b) 

White :-: . ~ C -: .!. ·:.a~s, l•'co. 24, 1983 

Bv~ . l J u ul , D· LI.! /2 -2?-'9/ 
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10P SECRET 

Tuesday, December 19, 1967 

TEXT OF CABLE FROM GENERAL WESTMORELAND (MAC 11956) 

I have received your message which raises the old spectre of 
"Why do we fight the enemy near the borders '? " I welcome the opportunity 
to state my views again on this subject, because i-t gets atl the basic issues 
-of how this war must be fought, 

The enemy has chosen to concentrate major elements of his 
NYA forces along the borders in Quang Tri, Kontum/Pleiku, and northwestern 
Ill Corps so that he can launch major attacks against SYN to gain a psychological 
and political victory, while at the same ti~ retaining the best hope of disen­
gaging when defeated, He has demonstrated this strategy by his recent 
incursions near Con Thien, .Dak To, and in the Loe Ninh/Song Be areas. In 
each of these battles, the targets of the enemy attacks, and the big chance for 
an exploitable psychological victory, were the closest major GYN/US positions 
to the border and the populated areas surrounding them. In the north his 
targets were marine and ARYN positions at Con Thien, Gio Linh and Dong Ha 
and the populated areas of Quang Tri. In Kontum it w as the position at Dak To 
and th,e whole of the populated valleys along Route 14. At; Loe Ninh and Song Be 
it was the district and province headquarters and the population centers nearby-r 
as graphically demonstrated by the grisly attack on the village of Dak Son wher~ 
the rnurder of civilians was abominable. 

When the enemy moves across the borders we must strike him as 
soon as he is within reach, and before he can gain a victory or tyrannize the 
local population. We cannot permit him to strike the confidence of the SYN 
people in ultimate victory or to bolster his own morale with successes. To do 
otherwise would be to deliver to him, without contest, the very objectives which 
he seeks. However, we do not stand along the border and catch the enemy as he 
enters, Rather, we take every step to meet him and stop him before he r eaches 
his objectives. The recent battle of Dak To i s a good example . We knew the 
enemy was on the move towards Dak To and Highwa}r 14. We moved forces, not :to 
the border, but to Dak To, from which w e could base our operations so that the 
enemy could nc;>t overrun any portion of the populated areas of Kontum, and at 
the same time maneu:v.e·:r against him. It is important to realize that our most 

~-EGRET-., ',c:.~curs•r-•i o 
f:.O. f~::::(,, :Le. 3,3 

DA l\hr;iJ, ,fa.; >. Uv3 
By~ -.1,,R~ ,-. ,,. _ / -/t, -'/¥;--r .. ,.. . r \, 1.,1-,(..;~,- .vf- ----
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recent Hamlet Evaluation Survey shows the 84. 3 percent of the population 
of Kontum Province is under GVN controL If we intentionally let the enemy 
deep into Kontum Province, we would be taking a major step backwards, In 
time people (in that Province) could £eel, justifiably, that they bad been let 
down, the Refugee Program ~ould ·be enormous and. the first step in total 
erosion of our posture in this country would have begun. 

In addition .to the psychological, political and economic impact of 
a withdrawal policy, it is also unsound from a military standpoint. If we let 
the enemy into such places as Kontum, he will be in a position to isolate 
GVN positions (which must be maintained to protect the people and their land), 
interdict the roads and forces US deploy and support our forces entirely by air . 
This is a very difficult task, as was proven in 1965 in the highlands when the 
enemy succeeced in cutting all roads and isolating all towns. Also, once the 
enemy gets established in SYN Proper, he is not necessarily an easier target 
to destroy. In fact, the opposite is the case. If, for example, we had to engage 
the enemy along the populated valleys .of Kontum, rather than in the difficult 
(but unpopulated) terrain southwest of Dak To, we would have a much more 
serious proposition. We cannot apply our firepower with as much freedom, we 
permit him to get at potential sources of food to sustain his forces and we give 
him more maneuver room, also I am certain that, if we did not fight the enemy 
at Con Thien or near Da.k To, it would have cost us at least twice as much in 
military casualties (not to mention civilian casualties) and would have taken at 
least twice as long to do the job, We have had plenty of experience in fighting 
NVA Divisions that have gotten adrift deep within SYN and it is not an attractive 
proposition. To surround and destroy such an enemy is most difficult. The 2.d 
NVA Division got into Quang Tri Province last year and we have been fighting 
it ever since, We have had an almost uninterrµ.pted battle in that area since 
May of this year, in which we have inflicted approximately 7, 000 casualties 
on the enemy, and have suffered nearly 1, 000 killed in action on our part. The 
3d NVA Divisic;m has been in southern Quang Ngai and northern Binh Dinh £or ove: 
a year. And, the 1st Cavalry Division has had its hands full in searching them 
out and destroying them in that highly populated area, In addition to fighting 
NVA Divisions in the popqlated areas we have plenty of evidence that: fighting 
combinations of local forces, main forces and guerrillas in such places as 
Hau Nghia and Tay Ninh is not a fast, cheap road to victory. Since May 1967 the 
25th US Division has been devoted entirely to this ~ask in operations Kole Kole, 
Barking Sands and Diamond Head. -.- During the, period 11 May - 7 December the 

TOP SECRET . 



! ,, 
I 

\ 

J 
' I ., 
' 
' ·j 

.! 

- 3 -

Division has suffered 324 killed in action, while killing 1,686 enemy. These 
figures are remarkably comparable to the Dalt To fighting--except that the 
Hau Nghia - Tay Ninh fight kept a whole division tied down for seven months 
whereas Oak To took three weeks. 

If we do not violently contest every attempt to get NV A units into 
SYN, we permit him to expand his system of bases in-country. He is in a 
better position to support the local forces and the guerrillas in the vital battle 
for the people. Conversely, the main forces are in a better position to levy 
taxes on the people, to get their rice and to prove to the people, visibly, that 
the NVA is very much alive in SYN. When we engage the enemy near the borders, 
we often preempt his plans and force him to fight before he is fully organized 
and before he can do his damage. Although such fighting gets high visibility in 
the press, it has low visibility to the people of South Vietnam since it is not 
being fought in their front yard. This is how they would like it to continue. 

The idea that we can't fight the•enemy along the borders without 
seriously diverting forces from the populated areas is not entirely sound. Again, 
let's look at Dak To. When the battle started to shape up we had one battalion 
in Kontum. As the enemy moved, we took advantage of our mobility and 
rapidly built up our US forces to nine battalions, drawing down from selected 
areas for minimum periods of time. We have already returned the two 1st 
Cavalry Battalions to Binh Dinh. One was away for about ten days, the other 
for about one month. Temporary drawdowns , of this nature do not raise havoc 
with the pacification process, but they do contribute enormously to the defeat of 
the enemy in the areas where he elects to concentrate. In general, I keep my 
reserves in the populated areas (along the coast in II Corps) where they can be 
productively employed to grind down the enemy-while awaiting other missions. 

As to the idea that fighting near the borders creates pressures for 
escalatory action against the out-of-country sanctuaries, I find this reverse 
reasoning. The fact that the enemy is gainfully using these sanctuaries from 
which to mount his attacks is what stimulates our desire to strike them. If 
we elect ·not to protect the border provinces, the enemy would still use these 
sanctuaries to avoid the attacks by fire that we can apply to in-country bases 
We would still be faced with the decision of attacking or granting immunity to 
these bases, By contacting him at the borders and thereby exposing the fact . 
that he is making tactical use of these santU:ariea as a part of :the border 

• -- · ::- ~..,.,t; .. ·.· · ··- · ~··~-• . .,.,,,. • , •. .-.-; 
,:..' "' .~ -. 

-:-TOP SECRET 



TOP-5-E-CR.E-T - 4 -

battlefields. we are simply putting the spotlight on a hard fact of life which 
cannot be ignored by the tactical commande r. despite a full re alization of 
the political implications. We have had a hard time in the past convincing 
the world that this war was an invasion. By forcing the enemy to fight on 
the borders, from his sanctuaries, we bring frontie r defense into sharp and 
realistic focus . 

I can Qee absolutely no psychological or t;nilitary advantage to a 
·-~strategy that would intentionally invite the war e as t towards the coast. It wou~d 

be retrogressive, costly ·in casualtites and refugees, and almost ce rtainly 
prolong the war~ ' · ' · · ·,. · · '·,., 
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INFORMATION 

T .. a4ay. D•cemkr 26, 1967 
8:50 a.m. 

Mr. Pre•lcleat: 

Tal• l• bow a Soviet 4lplomat 
talk• a.l,o.t a Vlet Ceaa•Salsoa ••ttle­
meat •· the Viet C.,.. •• a "polltlcal 
factor la t1le Scndh. 11 aot "tit.• ••le 
i.,ttimate repn ••atatl••" ol the 
Soatb Vl•t■alNt •• people. 

T.bl• le at leaet vernl prop-I••• 

w. W. lloatow 

SBIM■ l · 

M.emcoa, 12/21 /67 
Mr. Yuri It. Lialtov, Soviet Emb; Fred Greene aad John H. Holclrlcl1e, State Dept 

W'WR.oatow:rba 
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E.O. 12958, Sec. 3.5 
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Mr. Preaw.at: 

INFORMATION 

Tlle .. ay. Decemlaer 26, 1967 
8:05 a.m. 

Here l• tlle draft memorandum we aaall 
laf' before tile pOllp at 10:0G a. m. tlala __.alafl. 

Aa ,.. .... lt marchea t11r...-,. all the 
po•alble item.a I.Ill, la lt• coaclul•• -- para 17. 
pas• 4 --. lt back• awa7 from llllllateral actloa 
la the trade aacl tMll'l•t fleltl•. 

w. W. lloatow 

SECU'I' 

WWRoatcnr.rl.11 



MEMORAiiOOM FOR TBE PRESIDENT 

Subject: Action Pl'OfF!I! for the Balance ot Payments 

l . 'l'he balance of peyments defie1t 1n 1967 is likely to tum out at 
between $3.5 and $4 billion, a:f'ter a number ot specio.l transactions. 
In part, tha.t high figure reflects the effects of the sterl:1De; 
devaluation -- perhaps vi thout thD.t &lhock and the collateral gold market 
unrest, it 'WOUld have been between $,2.5 and $2.75 billion. 

2. For 1968., on the basis ot present trenda, the deficit could be about 
$3 billion. We expect some slight improvement in the basic aecounts 

· (trade, service, and capital), but this ms::, be- more than offset by 
reductions in the level of special transactions. The de1'1cit·cou1d be 
more than $3 b:iJJ:ion., if -we don't get a tax bill, or if there .is a steel 
strike. 

17 

3. A deficit of $3 billion in 1968 voul.d be a source of acute disturbance 
in the gold and foreign exchange markets. It probably would cause adverse 
short-term capital. movements, making the figures even wrse. 

4. It is essentisl.1 therefore, that w move decisively to change the 
present climate and prospects end create conditions under which ve can 
negotiate and move toward e.n improvement in the international monetary . 
system. We believe this requires that ,re program balo.nce ot payments 
savings in 1968 ot $2 to $2.5 billion. Because ot leakages 1rl the programs 
and of:foets in other areas, this would probabl.y leave us w1 th a deficit . 
of $l to $.l..5 billion. 

5. Reduction 1n the- domestic budget deficit 1s a key element in a:D.y 
:program. 

-- It -would prevent deter1orat1o~ in the trade account in the 
sho~term and have a positive trade impact thereafter. 

- It "W'OUld 'build confidence at home and abroad 1n the strength 
of the dollar and, therefore, belp the short-term capital. 
account. 

6. Effective -wage-price guideposts vould vorlt 1n the ssme direction. 

DE~IFIED 

Autho~ty~ ~ - ,; 3~1' 

s,4Y~ NARA, ~ / -J--92-
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7. A sharp reduction in capi ta.t out now is the major mcano of getting a 
substantisl improvement in our accounts in the short run. Our judgment 
1s that we must seek s&.vings fran 1967 totals of at lee.at $1. billlon in 
direct investment and $.5 billion in the Federal. Reserve program on be.nk 
credits. 

8. A saving of $1 billion in direct investment wuld mean an immediate 
cut of almost 25 percent in our worldwide investment (includ'µis earn1nss 
rei.ttveste<l abroad). 'l'be proeram -we envisage would: 

-- Call for a moratorium on new investment 1n Continental. Western 
Europe {th.ie would bring eav1ngs ·ot about $700 m1ll.1on and 
would help reduce surpluses in these countries). 

•· cut investment in the u. K., Canada, Australia, and Japan by 
eyproximately 25 percent { this vould bring sa.viJlGs of about 
$350 million but would :fall on countries that are 1n a veek 
bale.nae ot pa,yments position or are essentially pat1; of tho 
clolla.r area) • 

-- JAa.ve investment 1n developing countries alone. 

Secretary Trowbridge 1s convinced that this proerem would require 
mandatory controls on investment. Such controls involve serious risks 
and difficulties (outlined 1n Tab A) but probably would be preferred by 
the business camnunity as the J110st equito.ble way ot reaching an unpopular 
objective. It may be desirable for you to discuss the situation with 
Secretary Trowridge' e Advisory Committee. _ · 

9. Savings or $5()0 million 1n the Federal Reserve -progrC3?ll \10uld, in fact; 
:require a liquide.tion of bank cre<.1it a.brood. It probably could be manae;ed 
under the present program, becauae the Fed ho.a strong SUJ.)e~oory powers. · 
The banks would accept, th1e much tighter program more gracefully 1f' 
mandatory controls wre imposed on direot investment. (The bank proGram 
is at 'l'nb B.) 

10. We muet push hard. in 19(-8 to ner,otinte offsets acainst the foreien 
exchange coats of our military expenditur es. Our major targets are 
Gcrmn.ny, Japan, Italy, GeJ.gium, e.ncl the Netherlands. In l9q7, we had the 
benefit of oome catch-up offset payments tran Germany, 'Which kept the ove~­
all military expenditure deficit down. In 1968, our net military expendi• 
tUl"es are going up by $500 million, unless we can negotiate eAdi tionai 
ottset arrangam&nts. (1'ab o.) 

--SB8RB! 



~ECl?ET..., 

- 3 -

ll, We believe w can ma.lee further economies 1n the foreign .exchanse 
cost ot other Government i,rcgrams abroad., but the amowit involved is 
likely to be, small, 

12, Additional. measures vould require legisl.ation. 

13. We are o.lrcady wll along on an export expansion progl'alll, wich, 1n 
part, requires nev legislation. T'.ae1 .program., as a whole, involvea: 

-- A $500 million authorization of & new Export Expansion facility. 

- A substantial liberallzation of the Export-Imp0rt .Bank re-
discount facility, 

•· A substantial liberalization of the E>tport-Import l31mk's 
Exporter Credit program. · 

•• An 1ntene1:f1ed Commerce Department Export Expansion Program. 

- An experiment$). Joint E>cport Assoc1at1on Program_ under the · 
Commerce Department. 

•w Clar11'1cat1on and liberalization ot tax regulations dealing 
with inter-company pricing practices. 

Essentially, these are long-run measures and unlikely to produce· 
~1Bll11'1cant balance of payments ilnprovemento in 15)68. Nevertheless, 
they "1ll be uoetul and should be counted aa plus factors ·but without 
que.ntifi.ce.t1on tor 196$ •. 

14. Tax incentives could ba used to induce cOOll?(Ulies to return excess 
funds held abroad. They could also be used to increase the 1nfiow of 
foreign capital into the United States. (1'he possibilities are outlined 
1n Ta.b D.) . 

15. A border tax adjustment could produce some quick go.ins, but it coulc:l 
involve rioks either of a trade var or ot encouraging the adoption of 
protectionist legislation by the Coneroaa. ·we estimate that·a 2 to 2-1/2 
percent export tax inc~ntive, accompanied by a s1m1lar import charge, 
would produce a net sa:t.n in trade account of $500 to $750 million 1n 1968 •. 
It the EEC retal.1ated either by countervailing duties or by 1111:po.iring 
their concessions in the Kennedy Round, the gains wuld"b~ negligible and , 
the trade policy consequences ver:, great • 
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16. A tourist tax program could be devised which 'WOUld reduce tourist 
expenditures abroe.d •• particularly in Western Europe -- by $500 million. 
Such savings wuld be particularly e:r:rective becaus~ they would come at 
t he expense of surplus countries. On the other hand, the tax 'WOU.l.d fall 
heavily on travelers with modest incomes and woul.d have very rough, 1t 
not impossible, going 1n the Consrcss. 

17. As e.n interim alternative t o tald n~ unilateral action 111 thG trooe 
and t ourist fields, we propose t ho.t you ecnd a strone; t eam te keJ: 1'uro].)ean 
· ce.;ei t ::Qs, particular ly thooe of the Common Market. ~s team should make 
crystal clear to our friends a.broad that: 

-~ _We intend to set tax legislation. 

- We are taking strong action in the capital field which will 
have very adverse effects on countries either in deficit or, 
at best, in weak equilibrium. 

•• Wo must improve our current account as wll as our capital 
account it we are to move closer to equilibrium. 

This means that w must -work together quickly and productively to 
·· seek a,.djustments 1n the current account., which wUl avoid the drive for 

protectionism 1n the trade field or movements to weaken security arrange. 
ments. Specif'ically., they should: 

- Provide more complete o:f'fset for mil1tary expenditures undertaken 
in the camnon defense • 

..... suspend application ot new border taxes. 
-... Negotiate 'With ua changes in the GA~ rules on the application 

ot border ta.xe•• 

.... Negcttiate with us on the ·removal of nontaritt trade barriers. 

-• Increaae their capital exports. 

•• Untie a:td, 

Wo 'believe this negotiating teem should be backed b:y .a Presidential 
letter to foreign chiefs of state, outlining thft gravity ot t~ problem 
and tho need for surplus countries to toke appropriate action to'boJ.ance 
the action were now t.aldng., · 

Attachments 
I -SICRJit'J: 

-·, -
•,. 
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December 26, 1967 

FOR: THI£ PRESIDENT 

FROM: WALT ROSTOW 

To carry out your tnatruction this mormn1, State . 

propo••• that Ambaa1ador Symmea paes the followlq to 

Klq Huesein: 

"The Preaident ha• indicated that he will make decielon 

on Jordan arm, recommendation by New Year'•· He is 

inclined to be aympathetlc to Jordan'• needa, and hopes 

the Kini will not make a major decision before hearin, 

from ua." 

A.ppr .... __ _ 

D&eapJW .... ___ _ 

S.eme ---



THE WHITE HOUSE 

WASHINGTON 

Tuesday, 
December 26, 1967 

Mr. President: 

Attached, for your signature, is 
a package of materials for the Vice 
President• s trip to Africa. {He leaves 
Friday.) 

If you approve, each head of state 
will receive a personal letter from you 
and an inscribed copy of This America. 
Three of the letters--those to Presidents 
Tubman of Liberia and Bourguiba of 
Tunisia and Prime Minister Egal of 
Somalia- - contain invitations to visit 
Washington. (You approved all of these 

· earlier this month.) 

The proposed letters are at Tabs A-J. 
The suggested inscriptions are at Tab K. 

1-J///lotJE 

P&sAl'P/to tit: __ 

/ 
'l)~Rostow 



"'&
'= 

wt
--

!·
 •

 
'-e

 
11p

C 
!i

 
l 

a: 
f !

' 
~ 

ii 
i 

,, I. r: I 

-
l ..

.. 
tt

·r
r•

 1{
,.. .

....
... 

, ... 
ts 

j 
r 

E
t 

S 
i:

fg
 

1~
r 

! 
J 

s-
1 

1 
f •

 o. 
t [

 •
 A 

I 
i 

i 

-
, ... f

 '
' r=

 1
 "

•J
 

I 
.a

 '
~1

11
, 

t~l
,'

i 
it

'~
 

1 
:s

 l'
!l 

i 
,1

,1
1,

 •
;f

l 
l 

ir
 ~

r= 
ft

 J
t•

:i
i 

11 
I 

~ 
lf

 r
lf

 1
1 

:i
i•

f
l 

a'1
 

t 
~~,

~ti 
: e1

r 
• 

~ 

• 

J 
[i

 t
f 

:f
i 

••
 1:

,1
1 

11 
*I

 1
,.

if
l 

1l
t1

fi 
I 

I'
. 

••
1•

ta
 

l'
fJ

;t
=

 
a 

~ 
r 

:= 
J'•

l!:
J 

!1'
"1

1' 
1: 

t 
i 

it 
. It

:·!
: 

f:
 i l, 

1 
· 1 

· 
~ 

s:
t 

e]
i '
I 

~~
rt-

-, 
! !

 
11

 
:.

s:
! 

,i
!•

i 
rs

 
Jf

 
li

i:
r 

!t
il
l 

!J
 

, 
~1

; 
··1

~t
 

il
 

, 
a 

1 .. 

O
:>

 -c..o a
, 

""
""

.!.
 

\ 
~

>
 

' 
r:

 
... 

t
~ 

.. 
1\

 



DEC 2 8 19b/ 

YI .. h ... 1101 ... ....., co..a .. Oba• la 1M 
••• ..... ta •Mela I. w.a .... d ,-. le W .......... 
-- 0c ..... , ..... ..., ............. 11141 ... ..,.. _..._.~_, ... ...,aa.a... Hle.atti&ua 
............ ., .u. ........... ., ...... Wp 
wlllcll ..... MW._. ........ . ............................ ,.. ... ,... 
cell•pee • Ille t.llwl U.,.._ .... C..Mll laaw ........ ,... ...................... ... 
a....a. A.all,-. tu. Qa&--. Nlllldll .. ao plaJ 
a ¥bal .............. ll:e l'e181a .. 01111• I llref 
........ 111aew .. vaoePr ....... '•vl•t.1toA.ccn 
w1U.11e ........ 1a.,_,wa,. IICNtk,-...•4• 
111 • ..,. .... ,.... ............ . 

Ll--•■nat a....11 ..... A. Allll•ll, O. O. Y. • M. C. 
Claelnu••• Nallwl ~ C.....U. ........ .,a.-. 

LBJ:Dtll:l\PM.:lw 
12/1.6/61 
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Via Pr•Weal H,amplwer ca•r'-- my w&hDeat win•• to 
,.. aDII • ._ peaple .C K..,a. Y .. laollor .- ~ • ....._.. 
Illa lllm to JOU INaall&Uul oo 1■l•J• 

Tile Vice P•Mideat come• to ••• aacl -,.rieace the •pf.a-it 
of Ille uw Aln•• Tu fOlllldadon el Ible aew •plait la 
•• .,.,....._ aat1 x.,a u plaJlaa • .u&l NH la lll&ldaa tt 
a r..U., at home aad awoatl. Ulldel' ,._ wl•• leaderaldp. 
11H p11ple ••• woa4dlas ......., a. INlld Ill• ec...aa. tb• 
.................... Ila• lactoriff ... ,. ... that will 
m•a • better We for all. 

1tea,a•• coependea wWa ber --.w..r• la eq-.Dy lleal'tea• 
Illa• Tile Tl'-..y el Eaat A&lcaa C11penllea aad U.• 
A.,.._ Aane& 1111 •dt•I borclar teul ... wldl tile Rep.wlc 
of Somalia polat tile way to a aew en ol later•Ueaal 
._.__,. aacl COIICfN'd la Ea.et Africa. 

I kaow Ille Vice Pl'•ideld will fla4 W.• '¥lall to K-,. ~,., ......... 

Ht• kcellellcy 
Jome KN,alt& 
Pn.Weu., tile ae,.wtc .t K-,a. 

LBJ:EKH:MPH:lw 
12/26/67 
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................ ,.. ........ ..... 
11".aB--V .... "9 ............ ,_ 

~.......---- -·· 
fte · PN.ttWelia ala lllll- .,... a IRde tlL all 

medcau '- .,._ .................. ,,.. ........ . 
alp ..... ,... ... el ...... dalo ............. .., ... . 
.t thtt ..tt, el ,ou aaU.. ·wlU be aa IUpllt1la ....... . 
W _ mft "at to pnrNCI ........ 11 .. alle ,..pie 
nota ef , .... aaU•ht•IL 

4- tlae MW r•• -,-"' -. all Mf• uial· l• ,aalo ... 
,.. aei ,_. , • ., .. caa ,na• leewan w&tta. Ille 

clltU.,iJ■I 8119k• of ec■almlc aad MCI.al .... I lllllbfJSIL 
n. Vlft Pl'MW..a ·wW ,... ,... ............ . Uld...., treMlen ftl m.a.l ceaeen. ..w i.. ,__... 
ffftrf __. le Illa 11 ... .a el M• wai ·.wa ,a. 

....... eacy 
, ...... D. w ..... 
Pre•l•■m1-,a. 

'-••·--••..-....i.11aac..,.. 
L&JsEKH:MPH:lw 
U/26/67 
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I waat ,- to luaew llew pleaMd I am lli&t Vlu Pl'aldnt 
.........,. wUI vldt ,-u INl&dfal C8WIDJ• TN lww, 
C.at ~epnatllde all lllal la .... anti. ...,llful la tbe uw 
Africa. ._ llldfllll ••••lllJ• ur 1nwlaa echool 
er ... m, lie• .-... mR'e fnldial fume ••• tnae ....... 
alW of Af:d••• ._.rmlallall to cemm•ad UMI wicll 
Ml' ewa ........ TIMI Vice heew.at a,-u ,-. me alld 
fer all America• la llalUq ,-u aoldnemeate alld .......... ,..., ........ 
I .. , .. W.. Pnllldat. tba& J" will pw tile Yk• Preaideat 
dae NM&lt el,._.. wla• <:Mn■.t oa tlae Aal1 n .. • ei aadeeal 
au W.r•doul mane•• r,f 1'.ffl&ll•I ceacena. I follllll yeu ............... ·•-•llw mNl llelp6ll ....... ,.. 
atar wWa u la A...... Teu ¥l9w• are alway• moat 
welcome. 

W.e. 1n■eoe Je1ae me bl eentt111 o.r warmed P••••I 
nsa .... 

HleS.C.O..ey 
l'.U. HI 111la■•IJBelP11 
Pneidat el the 1lepullc ef lftlT C.Ut 

LBJ:EKH:MPH:lw 
12/26/67 



I Ila..-. aaked Vice Pre•ld.- Hanpllny to coaYey to yo• 
a cordial lllritatlcm to Ylnt tile United Stat•• early la die 
new ~r. It w..td Sift me 1reat pleanN le welcome 
,.. to aaldapos ... to ... ,.... -'•• eotauel with 
re-.,.ct to the iateraatioaal qttedlOlll8 wlalcla eoac•ra •• 
both. It It l• ce.....&.-. I W..W ........ Ma.rdl .14 ud 
is. 1961. a• date• for,.._. Yl•lt. u yoa flad it poealWe 
to accept. Amlaaaeaclor Tlmretall wtll IMt a°'atlahi. to 
work oc tb• detail• wt.th you offlce. 

I alao wut ,-. to 1mow. Mr. Pdma M iatner. tbat all 
Mtwecal•• of peace Uld fr•Mlem la Af l'lca laa•• watcbed 
with admlratloa tlae dl•tlapl•lled effolta whlcll JOI& uad 
Prealclea Surmarke h&Ye m•de la~ yoar 
cOllllll,y'e relatloaa wlth ur ..tpbore. All American• 
)Ma me la wl•ldal a11ec••• to .,.. aad to all paniclpult• 
la thl• blnoric elldea••• 

Rte Excelleacy 
Mollamed HaJI O.rahlm E1al 
Prime Mballtu of •• Semall -,.bile 

L BJ:EKH:RPM:tmt 
12/26/67 
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I mut tab ata 
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producti fatur•• 

ce i ffnt wtU alao conv. .. v..., .... .,.. .. 
,. ........ .,. •••• ,.. aad .,.. .. , • ..,a. ... . • 
aa4 die em1,,r;a.1 &ad co ! way cOlltlJuN 
..... Mt I• the lalned• el .-c• au IMpe for all---. 
la • wend •till afDicted It)' cnal•• 641 rip& ~11:••t.a• •• 
-· 'b,R,j-, i •aotal .. ,. .. . ..... ,(J ,._ .... 

always NW:Aturauiea. ta ~ .... 1"-"'' te o thi I st 
l,y tile en.-1.0 1e,at1G~ lib your · ll . Will aM 

C'irUl di a y. 
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Suggested Inscriptions· for 

THIS AMERICA 

1. To President Tubman, who understands both the value and the 
price of freedom, from his admirer, 

2. To President Houphouet-Boigny, whose recent visit to our shores 
so enriched this America, from his friend., 

3. To General Ankrah, who is leading his people to a new and brighter 
day, from his frie'nd1 

4. To President Mobutu, whose courage and wisdom have shaped and 
preserved the independence of his nation, from his friend, 

5. To President Kaunda, whose wisdom and perseverence in the cause 
of liberty are a beacon to all free men, from his admirer, 

6. To President Kenyatta, whose gifts to Africa and to the world will 
live as long as freedom and justice survive in the breasts of men, 
from his admirer, 

7. To President Scermarke, a man of courage and a man of peace, 
from his admirer, 

8. To His Imperial Majesty Haile Selassie I, whose many visits to 
America have enriched our heritage, broadene.d our vision and · 
reaffirmed our dedication to liberty, from his friend and admirer, 

9. To President Bourguiba, whose wise and moderate counsel has 
meant much to all the world, from his friend and admirer, 



GONFID:SNt'lkL Tue•clar - Decemlaer 26, 1961 

MEMORANDUM FOB. THE PRESIDENT 

SUBJECTS C...r OU.er'• Year•Eacl llepol't 

Here•lth l• COft7 OU.Yer•• repert oa the Latia Amerlcaa scene 
••rial 196 7. 

Tbf lprlpt •pof• are: 

l . A mllda Niter rate of arowtla thaa la 1966 (2. 3ft cempand 
with 1. Jft) 1Mat etlll a ahade 11114.er tlae a. 5'9 per capita 
Alllaace tar1et. 

z. A coaaloral,le lacreaae la foocl prNIICtloa. reYer•laa la•t 
,-r•• tread of fa•t•r popdatloa 1rowt11. tbaa foocl CNtpat. 

3. Ccmalaraltl• pro1r••• la ur c•utrl•• like Ar1••II••• 
Bnldl and Colombia la tJMtlr ecoaor.nlc etaldllsatloa pro-
anma. 

• • Greater poUtlcal atablllty reflected la ao mllllar,- coap• 
la the paet 18 moatll•. 

5. S11.Wcaat aeta.aeu to Came'• ... rrllla effort• . 

COVfJ la nrrlfcl .... ,.,, are,: 
1. Total Latia ADMlrlcaa export• .U.d aot iacna•• la 1961 ct .. to 

price decllae• of key proact• aacl a •low•..,_. la worlcl tnde. 
Thia Jdt• Jard at Uutlr Mlf•llalp .... lopmeat effort• . 

z. Prean•• la mo'ftlll toward eceaomlc bde1ntloa wa• aot •• 
ar•t •• ._,.. fer followlac ~ <lel lCate. 

3. Tu cu la AlJtance f1111d• tlal• ,-ar baa ralaecl eerlOlla cl~• 
ae to our latelllleaa, &ad If lt l• n,-ated neat ,-ar, the 
Alllaac• CCMllcl face a ••ri--• criale cl coDIWe■c•. 

4 . We Jaaye a Ml Jolt of mllllmlst111 tbe aclYer•• .Uect of l•tla 
Americaa arm• ,_..c•••• 011 a.eat· rear'• Alllaace appro­
prlalloaa. 

• w. Ro•t•w 
Attacbmeld 



CONPHHiiNT~L. December 26, 1967 p,,.,,.-,~ 

la the attaclMMI. M .. ara. Fowler, Ga11Ci aad Scllllltae 
recommenad you autllorise a U.S. pl .. 1• of •P to $13. 7 miJllcMI 
In AID moaey 'f o.r the Forelp JCaclta•a• Opera 1tou J\md 
lD Laoa. Tlda fwad. pi-owd.ed by five donor udoa•• l• aec••­
•rr to oUaet tbe taflatlonery effect• of military operatloa• 
aaauaat the Pathet Lao &ad tile North Vletaam•••• Tlai■ author­
laatloa will cover ou ebare t1aro111h CY 1968. 

™• fmMI Ila• beea nmnl•1 alace 1963. It baa pl'owd It• 
uefulae•• la atabllislaa tbe L&odaa ecoeomy Cllftlll a time 
of. 1aea., c»11nl•~1 .. cy operation■• It mun be coatlaued 
if Lao• le to remela aol wm. 

Tu fund doe• lawlve oae pl'Olllem: it create• aoD'le drat.a 
on our balaac• of paymeate -- al..,._.. we aren't eu-e preclaely 
llow mllCL Tr••VJ aacl AID have beea workhaa for two y•r• 
to come -., wltla way• to atop the drala. but aone Ila• yet been 
deftlop••• Fowler concur• In tld• pnpou.1 nbJect to &ll'Hm.ellt 
tbat &My wlll coatlaue to werk oa the pMW.m. 

I recommeacl J"CN approYe. 

W. w. R.otttow 

EH:lw 

App....,. propoaecl pleqe ____ _ 

Dlaappre'N ____ _ 

See me -----
eoN:J'IDll:NTII .. L. , 



EXL. .... UTIVE OFFICE OF THE PRESID1:;.1-.IT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. %0503 

DECLAS.SIFIED 
DEC12 1967 

Authoriry ML,.'$ '11 !JI$ 1../5"1 . 
MEMORANDUM FOR THE PRESIDENT Bvr1F&f' NARA, 

Subject: Support of the Laos Foreign Exchange Operations Fund in CY 1968 

Bill Gaud requests your approval to pledge up to $13.7 million to support 
for CY 1968 the Laos Foreign Exchange Operations Fund (FEOF). This Fund 
runs out of resources around the end of December. FEOF 1s one of the urgent 
commitments which Bill Gaud and I agreed had to be brought to you this month. 

PEOF is our primary instrument for containing the strong inflationary pressure 
on the Lao economy caused by large Government military expenditures for 
operations against the Pathet Lao and the North Vietnamese., It is our most 
effective instrument in stabilizing the Laotian economy because 

• 

it ropes in other donors (Australia, Japan, the United Kingdom, 
and France) 

it sops up local currency at more than twice the official exchange 
rate, giving us greater counterinflationary impact per dollar of 
aid than other methods. 

Because the u. s. is the major contributor, a prompt and specific pledge from 
us would help secure contributions from other donors as CY 1968 replenish­
ment negotiations begin this month. 

The Laotians expect to reduce their budget deficit from $19.2 million in 
FY 1966 to $17.0 million in FY 1968. The u. s. will press strongly for a 
further reduction in FY 1969. If Laotian fiscal performance continues to 
be good, we may be able to hold our CY 1968 pledge somewhat below the maximum 
that Gaud requests. 

Balance of payments 

Because FEOF is a foreign exchange market in which customers buy and sell 
freely, it is impossible to tie our contribution to u. s. procurement. There 
is, therefore, undoubtedly some U. s. balance of payments cost connected with 
our pledge. While AID and Treasury have examined u. S. stabilization assistance 

-. -;-- - ~ ,-
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to Laos with a view toward decreasing its balance of payments cost, work­

f able alternatives to the present FEOF arrangement have not yet been found. 
Nevertheless, AID and Treasury agree to continue their review and propose 

· Cjt,;-t,J.~ 0 to inform the Laotians now that release of the FY 1969 portion of this 
c,- s,"-.""" ~~pledge (about one-third of the total) is conditional upon review at mid­
r,..,..;,_~ >·\.,,,""" (..U. year. 
cz;: t.-,,,.,.,f '-

: ~ I ~ ,Recommendation 
r. -J.~V""'l,,o 

"'('''\Lv-' , I recommend that you authorize a u. s. pledge of up to $13. 7 million for 
,,..,.r µ,,_,..,.. FEOF for CY 1968 1 subject to the condition noted above. 

f-r"'f"~ [,,..;.,~" 
-!":~ l\t.A- ,I 
~..,,. ...... "' .~ 
t 0~­
~!.._,l_yf'~-
\/V"I~' 

Attachment 

Approve _______ _ 

Disapprove 

Cil,arles L, Schult:e 
~---:- !Direct er 



OFFICE OF 
THE ADMINISTRATOR 

DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 20523 

DECLASSIFIED 

Authori ty NL.:f S\-'-tli,0 

B~ ARA. Date 3 ~ -5?-­
MEMORANDUM FOR THE PRESIDENT 

DEC 2 ?367 

SUBJECT: Extension of Laos Foreign Exchange Operations Fund 

I request your authorization to approve funds for CY 1968 support 
of the Foreign Exchange Operations Fund (FEOF) in Laos. 

The fundamental U.S. objective in Laos is the continuation of an 
independent and neutral country. The ability of the Royal Lao 
Government (RLG) to withstand Communist aggression is crucial to this 
objective as well as to the U.S. interest in the security of the 
Mekong Valley. Since the military costs to the RLG of this resistance 
far exceed its capacity to finance, the threat of inflation resulting 
from budget deficits endangers both the economic and political 
stability of the country. ~ 

FEOF has proved to be an effective device to offset the i nflationary 
pressures of such budget deficits. We have supported it since the 
IMF recommended its creation in 1963 as a method of absorbing 
excess liquidity by the sale of foreign exchange on the open market. 

FEOF now has funds to last only until the end of 1967 and negotiations 
must begin promptly with the RLG and the other donors (the U.K., 
Australia, France and Japan) to extend the fund through CY 1968. 
Full multi-national response to FEOF is dependent upon a prompt 
and specific pledge by the U.S. in the initial negotiations. Thereafter, 
representatives of the other donors must obtain the approval of their 
respective governments for their contributions and negotiate the actual 
text of the agreement documents. Thus, if exhaustion of the fund 
is to be avoided and financial stability maintained, it is important 
that the U.S. be able to make its pledge by early December. 

We estimate that total FEOF needs for CY 1968 will range between 
$17.1 million and $19.4 million. Our calculations in arriving at 
this range are included under Tab A. Assuming continuation of the 
1967 level of support from the other donors, the maximum U.S. 
contribution to FEOF for CY 1968 under the above estimate would 
be $13 . 7 million. Even if this maximum becomes necessary, our ... 
contribution would be slightly less than last year. 



CONFIDENTIAL 
2 

I propose to authorize this amount from a combination of FY 1968 
and FY 1969 Supporting Assistance funds, subject to Congressional 
appropriations and actual FEOF requirements for the calendar year. 
As the FY 1968 appropriation has not yet been passed by Congress 
and the FY 1969 budget process is not complete, we are not certain 
at this time how the actual contribution will be split between 
appropriated funds for the two fiscal years. However, since FY 1969 
f'unds will not become available until after mid-year we now expect 
that approximately three-fifths of the total contribution will 
come from FY 1968 funds and the balance from FY 1969 funds. The 
precise amounts to be utilized from each fiscal year will depend 
upon the actual FEOF requirement and later assessments of the 
availability of appropriated funds. 

With a view towards possibly decreasing the dollar drain aspects 
of our. stabilization assistance to Laos, we made our commitment of 
FY 1968 funds for the current calendar year subject to a U.S. 
review of FEOF. An initial examination was undertaken in 
collaboration with the Treasury Department last Spring, but no 
workable alternatives to all or part of our contribution to FEOF 
were found. Thus, in vie~ of the importance of our economic 
stabilization efforts in Laos, we released with Treasury 's agreement 
the FY 1968 funds required to complete our commitment for CY 1967. 
At the same time, we agreed with Treasury to keep FEOF under 
continuing review. We are currently studying the possibility qf 
enlarging the U.S. financed commodity import program under a system 
of variable exchange rates in order to tie to the U.S. more of the 
procurement now taking place with the foreign exchange made available 
through FEOF. We do not know whether any workable proposals will 
emerge from this study but in any event it will not be completed 
in time for the CY 1968 FEOF negotiations. I propose that the U.S. 
make the FY 1969 funded portion of its commi tment subject to a U.S. 
review of the Laos stabilization program to enable us t o introduce 
any changes which prove feasible in mid-year without undue interrupt ion 
of FEOF operations. 

The RLG has made strong efforts to reduce its budget deficits by 
increasing revenues and restricting expenditures. The deficit 
was reduced from 9.6 billion kip in FY 1965-66 to 9.2 billion kip 
in FY 1966-67 (i.e . at 500:1, a reduct ion from $19 .2 million to 
$18.4 million) and the RLG has committed i tself in the FEOF agree­
ments for CY 1967 to a deficit of 8.5 billion kip for FY 1968. 
We intend to insist upon a commitment from the RLG in the CY 1968 
agreements to a further reduction in FY 1969. The RLG has agreed 
to increase it s taxes on certain petroleum products and is -instituting 
a rural capitation tax as a means of raising increased revenue. 
On the expenditure side, the RLG is making marked progress under 
our urging in tightening its control of its budgetary processes and 
spending. 

OONftOENTt1d. 
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The IMF has annually reviewed the Laos stabilization program, most 
recently in November of this year, and has consistently endorsed 
FEOF as an efficient and effective control on inflation. I concur. 

Additionally, the successfUl operation of FEOF as a multi-national 
effort sponsored by the IMF enhances RLG efforts to retain inter­
national support for the Geneva Accords and its policy of neutrality 
in the face of continuing violations of its territorial integrity 
by North Vietnam. 

Recommendation: That you authorize me to approve U.S. negotiation 
and conclusion of the CY 1968 extension of the multilateral and 
bilateral agreements for the Laos Foreign Exchange Operations Fund 
(FEOF}. with a commitment of up to $13. 7 million, subject to 
Congressional appropriation. The Department of State concurs. 

William S. Gaud 

CONrlDENTIAL· . 



~Yi'itlUtN I llU. 
TAB A 

TA! A••••••••• 

FEOF Requirements tor CY 1968 

Sales ot :toreign exche.nee by FEOF during CY 1967 are expected to total 
approximately $19.5 million which compares with sales ot $20.5 million 
during CY 1966. The U.S. share tor CY 1967 is $13.8 !lillion or 71 percent 
ot the total. 

It is not possible, at this point 1n time, to project with precision the 
demands ot FEOF during CY 1968, since they are dependent upon a multitude 
ot variable f'actor13 including (a) the a.mount ot new kip injected into the 
econo~, {b) the growth ot the domestic money supply, (c) the growth in 
exports, and (d) the overall availability ot non-FEOF dollars. Thus, we 
intend to state our contribution in the agreements :tor CY 1968 in terms 
ot an upper limit with the actual amount ot the contribution subject to 
FEOF needs and the availability ot funds. 

The IMF bas Just completed a review ot FEOF and the Iaotian economic situation. 
The IMF team considered the RLG budgetary pertorme.nce during the first quarter 
ot Yi 1968 as highly encouraging, noting that lower eXJ>enditures and higher 
receipts than expected bad enabled the RLG to reduce its budgetary deficit 
some 6oo million kip below the estimated level tor the period. '!be team also 
newed with favor a number of new taxes being instituted by the RLG to widen 
its tax base. On the negative side, however, the team noted that this year's 
drought 1n the Vientiane region, the most monetized section ot the economy, 
is likely to cause higher rice imports, leading to commensurately greater 
demands on FEOF resources. -

The IMF has estimated CY 1968 FEOF requirements at $19. 7 million on the 
basis or {a) RLG budget deficits o:t 8.7 billion kip for both FY 1967-68 
and Yi 1968-69, and (b) a rate of 97 percent for the conversion of new 
money supply into foreign exchange demand. 

Since the RLG is committed to limiting its FY 1967-68 budget deficit to 8.5 
million kip and we intend to press strongly tor a lower deticit in FY 1968-69, 
we are confident that the actual budget deficits will be loller than those 
projected by IMF. Moreover, the conversion rate used by the IMF team is 
conservative and \le believe that a continuing avail.ability of non-FEOF 
dollars in the Iao economy may lower this rate appreciably. Thus, \le 
estimate that FEOF needs for CY 1968 will range between $17.1 million 
and $19.4 million. Assuming a constant level of support from the other 
donor countries, the U.S. contribution to FEOF for CY 1968 would be between 
$11..4 million and $13. 7 million. Our estimates of FEOF needs tor CY 1968 
are thus based on the following assumptions and calculations: 

Inflationary Factors 

Budget Ieticit -- The budget deficit for CY 1968 is estimated to range 
bet,,,een 8.2 and 8.5 billion kip. 'lb.is is based on a deficit of trom 4.2 to 

CONflDENTIAL-
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4.5 billion kip ror the second half of FY 1968 (assuming total FY 1968 
deficit· or 8.2 to 8.5 bill.ion kip) and 4 bill.ion for the tirst hel.:t of 
rt 1969 {assuming a total FY 1969 deficit or 8 billion kip). 

USAID Expenditures -- The USAID kip budget for CY 1968 will be held between 
2 and 2.2 bill.ion kip • 

.French Utilization -- It is assumed that .French kip desterilzation 'Will 
continue at the rate or 86o million kip per calendar year. 

Japanese Utilization -- Japanese desterllization is estimated at 4o million 
kip in CY 1968 -- i.e. the same as in CY 1967. 

Contractionary Factors 

USIP -- USIP will absorb approx:1.matel.y 88o million kip during CY 1968. 

Invisibles -- OUr InvisibJ.es program is estimated to absorb 260 million kip. 

UKIP and AUSIP -- It is estimated that the Austrella.n and .British import 
programs will absorb 370 million kip, based on current usage . 

Monetization -- It is assumed that during CY 1968 the conversion rate 
of kip into :foreign exchange will be f'rom 90 to 97 percent. This takes into 
account the unpredictability of net inflows of' do+J.a.rs from non-FEOF sources 
which a:f'fect the conversion rate. 

:rn:FLATIONARY FACTO.RS 

RLG Budget Deficit 

tJSA]l) Expenditures 

French Expenditures 

Japanese Expenditures 

COIIl'RACTIONARY FACT~ 

USIP 

I nvisibles 

UKIP and AUSIP 

Conversion Rate 

Den.and on F'li'....DF 
(Re.te ot Exchange - 500:l.) 

CY 1968 (low) 

8.2 

2.0 

.86 

.04 

11.10 

.88 

.26 

~37 

1.51 

9(Jf, 

8.6 
($17 ..l. million) 

OONfIDEtfftAL 

CY 1968 (high) 

8.5 

2.2 

.86 

.04 -
ll..60 

.88 

.26 

.37 

1.5i 

m 
9.8 

($19.4 mi.lllon) . 
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iliSitET" 

Meeting of the President With the Au•trallan Cabinet 
11:13 a. m., December 21, 1967, Cabinet Room, Canberra 

Prime Minister McEwen opened by aaylng that he wlahed that we were 

meeting under happier clrcum111tanc.e.a. Neverthelese. he, the rest of the 

Cabinet, and all the Auetrallan people were profoundly srate(ul to the Prellldent 

for taking thl• arduoa.e Journey on tbls occasion. It waa an act o! true greatneae 

on the part of the Prealdent. H• wae llkewlae grateful to the Britla&. Prlme 

Mlnleter and others who had come. 

Tile presence of the Prealdent. the Prlme Mlnllter and other• wa• an 

lDdlcatlon that Harold Holt had made hla mark. on tho world. He wlahed to note 

that the Pre•ldent•• meaaage to Mr■• Holt and the !amlly had comforted them 

1reatly. 

Harold Holt was a warnihearted, generous man. He waa seen by hl• own 

countrymen as a "typical Auetrallan. 11 There waa no h lgher prabe. Hls 

country had been proud. o{ hlm. He dealt around the "-·ortd with other head■ 

of government a• hh peers and was aciepted a.s such. There was more than 

of 
mutural regard here. He demonstrated that, although he was a lfrder a,rR' a 

/\ 

•mall country, be and that country were being ta.ken to people'a hearts. 

Moreover, he took flrm position• on the g reat lssuee of hla tlme. Be in 

no doubt whatsoever: the new governr.nent will carry forward the pollclee that 

Harold Holf'had Initiated. They will stand with the U. s. 1n Vlctnam right 

through to the end. They do not seek a crushing victory over the North Vietnamese 

or the VC, but we have set out to frustrate an effort to enslave a nation. We 
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•hall make sure that natlon can atand on lh own !eet. That la tbe Au•tralla.a 

attitude and pollcy from whlch they shall not be deflected. Auatralla. shall 

contl.Aue to purauo the development of understanding relation• with all the•e 

)1 

A1la.n coantrlea. We are learning to trust them. They are leadng to trust ua. 
I 

Thu Auatrall& will continue to play it■ part along wlth the U. s. ln the great 

coa~tructlve taak of building a new Aala. 

Prealdeat Johnaon. The Preelde.nt thanked the Prlme Mlnlater Cor r.he- 6e",_.f 1, 

1eneroalty and eloq1l~nce of hla expreaalon. He 1ald lt meant a great deal • 

. >,-r 
It waa a prlvlleae to__.set-at thl1 table agaln. 

He waa here La. Au•tral 1a because be wanted to be here; and be almply could 

not be anywhere ehe. A repreaentatlvc, of the television network a■ked hlm a 

few days before what drew the Presldent'to Harold Holt~ He an•wered: He 

waa drawn to him because he wae &n Australian - - arman of character and 

tenacity, aeneroalty and toug.hnosa, and a man of brotherly love. 

Out of his whole experience with Australians. he must assume that there 

are bad Auetrallans, but he had never met one. With Auatra.llane \IOU never 

need develop a crlck I.A your neck to eee l! they are behind you. They are 

either beside you or out 1n front of you. They crease their hat a llttle differently 

and have a slightly different accent. but I regard them as my people. Now the 

Auatrallan• are ehowlng courage ln taking sacrlflcee to prevent a little, 

Independent country !rom belng gobbled up. The Auetrallan effort 1n Vietnam 

has oar admiration and gratitude. The Australians show stability ln the £ace of 

a great challenge -- a great con!rontatlon. 
cncnr:m 
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-- ..,...,...__. ........ ..,..,..,. ______ .. 
There really la a •peclal quality to the U. s. -AuetraJlan relatlonslalp. We 

do feel lnatlnctlvely the 1ame way about problem•. It 11 reflected ln the attitude 

of our bc:if• ln Vietnam. Vlhen they are aaked where they .wleh to go for rest 

5 ~t,.• ~- ~ a#'.(-c., 
and rehabllltlatlon. Auatralla emerae• e-H~ntial¼y aa thelr !lr1t pre!erm ce. 

That waa the way lt waa a1 the Prealdent hhnaelf knew during Second World War. 

Ou iiconomlc lntere•t• occaalonally conflict. But we manage to atay 

rea1onably clo1e together ln theee matters on a llve and let llve baal■• 

Hle laat memory of Harold Holt waa of Holt stretched out ln the eu.n at 

Camp David, after taking a swlm, calllng back to hh colleague• charged with 

economic al{alrs 1n Canberra to work out amlcably some dlI!lcult problems. 

1 know where yo11 are thl11 morning. Four y«!arn ago we !aced this klnd of 

moment when Prcaldent Kennedy was kllled. Permit me to say thl11: Now 

l• the tlme I.or you to live together and work together by the Golden Rule. 

Don't •hoot !rom the hlp. Don't dlvlde up the family flrm. 

I kept the, Kennedy cabinet. None has been flred. Many have stayed right 

~~ 
down to the preaent. In d,,,er• !~ a family gets tor.ether. That h v,rhy I am here. 

:'.iKCftXY: 
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l remember well that l once called at the hoapltal to see rny !ather who 

wa• thea under aa oxygen tent. He •ald, get me my britches, I am golng home. 

Whea we argued agawt hlm, he sald, "I want to be home where they know 

whea yoa are alck and care when you dle. " That h the way 1t la betweenu■• 

la th••• day• ahead you wlll flnd the U. s. will stretch a llttle bl the lace 

ofM•trallan problema to make lt ea•ler for you. 

l remember whea Harold Holt sald he would go " all the way wlth LBJ." 

I could aee that waa a •loga11 which ml&ht get him Lnto polltlcal p-ouble -- lt 

mlpt be ml•Wlderatood or ••en a dlaaater !or hlm. Harold elmply ahrug1ed. 

I trled then to lDterpret lt &I me&Dlng that the U. s. would go all the way with 

Autralla. 

Au■tralla l■ OAe of the prhlclpal reaaona that we ba.ve committed our power 

ao fully ln thla part of the world. The U.S. could probably survlve even 1f 

Southeaat Aala. were loet to the Communl1ta. Perhap1 the other• there mlght 

not be wholly nece•■ary !or U. s. aecurlty Interests. But, lf we are going to 

keep our ANZUS commltn1ent1, we muat keep our alllancee wlth other,. 

We have taken a h~red thousand casualties ln South Vietnam, lncludlng 

de..id~ 
tho wounded. Hundred• o.f11thoueanda of wounded every month. But I am 

co~vlnced ln the long l"Wl thl• la the leaser cost. We would face a blgger war. 

It 1■ better to atop thl1 aggresllon at the takeoff than at the landing. 

The purpo■e of an alllance la to make, aure that lf dictators •tart going 

after amall countrle■, they wlll face the U. s. That le the kind of commltment 

we haye to New Zealand and Australla, the Mlddlo Eaet and Eu.rope and Latln 

America. Whether the1e commitment■ are right or wrong, we have them. 
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/.J.JJ:l-, 
1 IAtead to honor them. At thl8 kind o! burden, it 1• good to ll.nd 1omeone to 

•t&Dd up bealde yon. 1 want to thank you for your help ln Vletoam. 1 want to 

tbaak you for yt>ur aturdy poaltlon ln the fact of Drltbh devaluation and your 

aa•utance lD de!e.adlng tbe dollar. The protection of our lnternatlonal monetary 

•J•tem, whlch ls baaed on the dollar, l8 a aerloua matter, but somehow we 

•ball cope wlth lt. 1 ■hall be recommendln1 mea■ure• Aext week which 1 

almo■t ehudder to mentlon he re. But the ■pecula.tor chall not preYall. 

l W&At to thank yo11 abo for what Au1tralla. le dolna for our boy•: taking 

them hi.to your home•: treatl.Ds them llke your own. Thia ht what you dld 

al■o when 1 wu here 1n the Second World War. 

Whatever you do In 1ortlng out your domestic polities -- 1n whatever 

manner the people esarclae thelr judgment, don't let lt mlx wlth foreign policy. 

Remember al■o that we lu the U. s. are stretching out our hand ln tb.l• period, 

not ln a paternallctic way, ht to be worthy ol your !rlendehlp wlth 9Glm We know 

that to haYe a friend one muat be a irlend. 

We have been well •ened in thla respect by A.mb. Waller who was good 

enough to join•ua. U you have problems, let hlm know; he ha.s the key to the 

front door and the back door of the Whlte House. A• for Ed and Ann Clark, 

I have been worried that be was going to run !or polltlcal o.fllcc -- la. Auetralla. 

He haa bee.11 the beet Australian Ambas1ador to the U. s. I b.ivc ever known -­

the mo•t effective man. in expreealng Australian views and lntere1ts • 

. :SJCalET 
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Theae are aad hour•. 1 know ij'a.t 1n being here I am doing what la right. 

I have coue to pay my reapect• to a fallen !rlend. And, when the aervlce• 

are over, we will be able to ralle our chine a blt higher knowing that no one 

caa come between us. 

The Prime Mbtleter replied, whatever shake out there may be in the 

IOYermnent, the Prealdent can be aaaured that there will be no cha.nae ln the 

Autrallan attitude and pollcy toward• the U. s. or ln lt• forel gn pollcy. The 

Pre1ldent ehould know that Australian.a are prowi to be your {rland and ally. 

The Pre•ldent then reviewed the troop eltuatlon; the recent accelerated 

delivery ol 10,000 men aAd 600 ton• ln 18 days. We ehall have 102 of our 106 

combat battallou 1n place by Chrlatmae. others wlll come ln the 1prlng. 

We look forward to an estra dlvlalon from Korea; an extra 10, 000 from 

ThallaAd: the extra 65. 000 !rom South Vietnam which wlll soon be debated 

1n tho Asaembly. /The enemy la bulldlng hla forces ln the South. We mu1t ..._ ,..-, 
try very hard to be ready. We may face dark days ahead.) 

The Prime Mlniater reaponded that they {ace a new eltuatlon ln the llgbt 

o{ the U. K. withdrawal and wlll suataln forces in _Malaysia. 

Tbe Pre•ldent said that we will be reepondlng to thelr thought• to the 

problem of .-a.l<:......,..;.,1 in that area. but we are counting on their keeping 

their pre•ent force• ln place. President went on to thank Auatralla for 

providing eYldence to the Cambodlaa.• of Communist uoe of Cambodian aoll. 

The preaaure on ue lrom tha.t. u•e may be more tba.n we can put up with; 

a.lthough we _agree wlth Hasluck that we must be c.iutloua ln thl• matter. 

tiECD:S:T=--



Bat lt l• hard to aee the troop• forming up to re-attack; although we wleh 

to bep tbe war from widening. We hope that Slha.nouk will see the light. 

He dlclA't denounce ua after we preeented the evidence. Perhapa there le 

,-
aome room lor diplomacy here. But .-we muat conetantly bear in mlnd that .__ 

2 more dlvlalou from the North are coming down lnto South Vletnam. We 

-muat take thb Into account lo our plane and 1n our thoughts. · 
r,;;;;;iiiiii;;iiiiiio_..-------., ... .J'_ a,,......., . .. ._,.-.,,.. "'"' •• • • 

a ffJt.;x;;. 
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~;t .~ 
Hasluck then asked President Johnson ae to .. hatl!ililse prospects were 

for negotiation to end the war and how severe the pressure on the President 

was to negotiate with Hanoi. 

The President said there was pressure and thls accounts for some of 

the U.S. statements on the subject. He said that we went as far as we could 

at San Antonlon with respect to ce#ssilitix>n 0£ bombing. He explained that 

there was ample thne for Hanoi to react to this formula and mentioned 

the two months during which a circle was held around Hanoi. He said we 

are careful not to make a commitment on negotlatioas without consultatlon with 

~1.._/ 

our allles: but there will be «flmes~ we will have to state our own ideas 

about peace. ~ the TV prograin, for example, he said we would stop our 

part of .the war lf they would stop thelr part of the war. We could not stop 

half of the war. There was no lndlcatlon that Hanoi was now interested in 

negotlatlng, and bombing pauses would not help. 7 
.{;EGR13'f 
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We have a new government in Saigon. It will not recognize the NLF 

knowing it ls controlled by Hanoi. Thieu, however, state& that he would 

talk informally with members of the NLF. We ourselves feel that the best 

chance for peace la one worked out inside South VletIDan by the South 

Vietnamese. The other points the President made in his TV program 

related to the DMZ, the cessation of ln!Utratlon; and a constitutional 

govermnent based on one-man, one vote. He ls sure that Thieu would 
. ~~ 

respond to any bona fide offer if lt came; but it is_..., President1' view that 

it ls not imminent. Hanoi, thinking of the French. is 'testing the will of the 

U.S. and its allies. He believes they wlll wait until after the U.S. elections. 

In the meanwhile, fe must maintain~our posture; not widen the war; not cut 

and run. We must avoid flirting with either extreme, and keep the pressure 

on. The President said that he felt that Hanoi was under extreme pressure 

to achieve some tactical victory. Northern forces were being infiltrated into 

the South. He foresaw kamikaze attacks in the months ahead. That is one 

reason he is pressing so hard for additional allied manpower. The President 

foresaw a sequence in which we maintain pressure without widenlng the war; 

imposed upon North Vietnamese increased losses; and then in time they 

would have to decide what to do in the face of the high cost and the continued 

frustration of their objective. Then, he believed, they would talk.7 -­Hasluck asked about an initiative in the UN on Vietnam. 

President Johnson said Congre ss is anxious for us to make a proposa l 

in New York. We had failed twice. We would probably fall again. There 
SJ?a e :r;:cp 
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was some doubt as to whether we had enough votes to inscribe the issue. 

U inscribed, we did not know what would happen; for example, would the 

Soviet Union veto lt. We know that Hanoi will pay no attention to this forwn 

of possible negotlatlons. But a hundred Senators want it done. We have not 

yet decided haw to act in these circumstances, but we shall act with extreme 

caution. We do not wish to see an amendment imposed on us requiring 

unilateral bombing cessation. On the other hand, we do not wish to be put 

ln tlhe position where we would have to exercise a veto. 

McMahon then said he did not understand the President's reference 

to increased North Vietnamese forces. He was under impression the forces 

were decreasing. 

The meeting broke up belfore the President was able to make a full 

response. 

(WWR saw McMahon at the airport and explained that while VC forces 

in the South were diminishing, there was evidence of an incriasing role for 

the North Vietnamese, lncluding the problmn early introduction of elements 

of 2 divisions. ) 

WWRostow:rln 

55 GP 1111' 



ACTION 

MoaclaJ, December 25. 1967 -- 5:00 p. m. 

Mr. Preakleat: 

Tu Shah aaa a kldaey etou preblem. He may want U.S. me4lcal aelp. 

Thia draft me••ac• 1• recommende4. 

"Your Imperial Maje•ty: 1 wae ••11' cGaCeraecl to leara of JO'lll' lllae•• 

ttbortly after I retlaraecl to Wa•hbapOL Both Mr•. Johaeoa &llcl I eead 

heartfelt wlahe• tlaat , .. wW 1le well &1•111 In the ailorteat poaelltle time. 

I de hope that Joa wW hd'orm me at once lf we caa be helpt.1 to J01l la any 

way. Ac•la. our beat wlabea for a epe"J recONry. 

"Slacerely • 

"LfMoa B. Johaaoa'' 

W. W. Roetow 

Appr .... me••&P. __ _ 

Dua.,..., .. __ _ 
s. .... ---

WWRoatow:rln 

r 
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INFORMATION 

CQt CEii xza• SENSITIVE 
Moaday, December 25, 1967 -- 6:00 p.m. 

f~r 
1 pm JM'• caae to Cllarlle •• atroaal-, aa I cCNlcl. He replW a• 

follow•: 

1. T...._. To act ••llateTallr wCNlcl .. nroy all we h&Te acbleved ba 
tile 1Ceu1"7 a...i_. Then are powelfld t.rc:ea la tbe U. S. aacl Earope who 
wiala. to •• jwat that. 01lr lallateral lmpe•ltloa of Im.pen tax aad espel't 
relNa.te woald am them a laaa11le. 

Tllerefen. lf •• feel tracle l■.,.aty la the face of EEC hannoalsatloa 
rate• -- ae1etlate Ut01ll lt: •• llot act ullaeen11,.. 

L Tewrlata.. Doa't tCNCh It. Make• •• look rldlcalOQa uroat.l aad 
la pelltlcally letbal at Mme. 

3. Caplta.11 Flpare• may 'be rlp.t Ind tlMty •• aot tab into &ccOllllt 
poe•Dtilltlea of repatrlatlell a.ml attractlaa forelp capital. 

U we fw1lve (eay) 5K el blcODMt tax on r..,.Ulatn capital•- for 
two year• or nratlan of war la Vleblun -- we colllcl 1•t ltWlone ao fa•t 
lt wOllld be an emlaarraeameat. 

U we llftecl Sot, wlthheklla& tax nt4111iremeat for forelaa lanatmeat 
la the u. s •• their m ... y we.i• ra,wty now ov way. 

4. Off•••• We ahOllld 10 bard at O.nnaa,. amt Italy for offaeta 
aafl .th.er term. ol llalaace of paymeata help. Sboald be altle te plclt ap at 
leaat aa extra $JOO mllllea. 

WWllo■tow:rla 

W. W. lloatow 

DECLASSIFIED 
E.O. 29. , ec. 3.5 . . 

NSC Memo, /30/9_ ' . iate _nt. Ou~delmes 
By_.,__ __ , NARP, Dae ·t"Cf\ l 0 3 
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INFORM.A TION J) 

Meaclay. DecemlMtr z.s. 1967 -- 4:00 p. m. 

Mr. Pre•l•at: 

Joe Fowler j1Ut called. He bad beea tald of the 10:00 a. m. meetlq 
a.ad Fred Delf.UIII had explalaecl die plaa •blch we are CRltllalaa. 

Joe MW that be canaot accept the atuMWowa of tcnu'lam aacl the trade 
propo•al• wltlaOllt belai beard 1ty yoa. He ald: ''I am a iaw,.r: I will 
ulcle lay tile declaloa of tile Jlltl1•• bet 1 want the Jada• to llear mr arpmeat 
cllrect! J• •• He ••lei Jae caeaot 10 a1.., wltb. a proaram whlcb doe• aot 
promlae a •bort-na aobdloa to tae pre••.re• on tile do~ a.ad which cloee 
aot make a •n•l•f• coatrlltetion to tbe loaa-term ao11dloa. I tlaea 
explalaetl to him wily yoa felt tlse tOIU'lat re•trlctloa wa■ polltlcallf' lllff'lal,le; 
uad the ...,_.,. la pattlat ti.. tra,le reatrlctloa operatloa late a protectlfa1aut 
C ... re••• He •aid, I bow ••rr well the pretectlealet mood of the Coasr•••• 
U we cloa't move on trade. we are 1olaa to 1eta wllole lot of 411Gtaa. We mlcht 
bead tllem off ''11 we build altltrlc11• to that protectloal•t aeatlmeat '-" mean• 
of the tra4e proponl• l aapport. " 

l tlaea eaplalae• that we waatecl to 10 to 011r alll••• aotaltley the two 
e-,.1 .. cO\Ultrlee, Italy alNI Oermaay. to He what we cCMWI .. ,ot1ate 1ty 
mean• otller tllaa the c\lt la tbelr tenlat re••-• aacl »r••••r• oa tbelr 
trade. TheM Item• woalcl N a lln 11 INM:lllrcnald of tile •1ot1&ttea. We 
oqbt to kaow what we could 1•t from tlaem laelore we coaslder•• taltilll 
theM .. ry pala6a1 at.pa. 

He ..W, "Tllat la a let ef noaaeaae. " We mWlt have tlt.e tearlat 
aact trade prepoaal• la haacl laefon we talk; .. 

He •_.eel t.,. lul•Uaa tbat -we mall:e a caM 4lrect1J to t1:ae Preaideat. 

I aald I •om• report to ,. .. ,...,. .. ~tely • 

. W. w. Jloetow 

WWRoatow:rla 



MEMORANDUM 

THE WHITE HOUSE 

WA S HINGTON 

Monday December 25, 19.67 

MEMORANDUM FOR THE PRESIDENT 

Herewith a decision about $1500 urgently required , apart from the 
circumstances that this case may .be · a · significant precedent, . if w e have more · 
parties visiting Vietnam. 

As you may recall, Mr. Mc Clure, a Vermont publisher; thought it a. gooC:. 
idea for a group of citizens to go to Vietnam to express the nation' s feeling 
of solidarity with the men fighting there; I sent the idea up to you, you 

· probably checked the box 11idea acceptable". I informed Mc Clure· by telephone 
that we thought the idea sensible; but that his group would have to' pay their 
own expenses to and from Saigon. He had volunteered in his earlier talk th at 
these were all people who~~ financially look after themselves. 

All they; wante_d was clearance that the idea o~ going for Christmas w a s 
judged in the White House to be -~ good idea. 

Mc Clure would like to have the lodging costs in South Vietnam. paid for 
b,y the Government. Unless we take the view that we don't wish to refuse 
anyone at the inn early on Christmas morning, the Mc Clure group on the 
rec,ord of its contacts with me has no claim for lodging in Vfetnam. 

WWR 
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VERMONTH CITIZENS GR o· __ _:, ·HEADED BY J. WARREN 
MCCLURE UNDER IMPREr .ON THAT AS WHITE HOUSE 
INVITEES THEIR .A .... u(r:RS AND SUBSISTENCE HERE WOULD 
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FrldaJ. December zz. 1961 

Mr. Preeiclnt: 

ttaclaed 1or r-r •lp&lllr• i• the 
proclam•U .. el a aapplemeatary iaceme­
tax COJWeatioa with ea.... alpecl at 

aelala .... oll OclOMr 25, 1966. 

Tlae Sea.ate aa•• lta adrice aad coueat 
to ratlflcatloa oa No.ember 2, 1967. You 
alped the laatnune■t of ratification on 
Ncwemt.er I. 0a .Decembft- 10. laatn1-
meata el ratlfleaticm were uctaaaa•• a& 

Ottawa. brbl1ta1 ta• cOBYentioa ilato 
force. 

qo 
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'.DEPARTMENT OF STATE 

Washineton, O.C. 20S20 

21564 
December 201 1967 

1-9~ 
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MEMORANDUM FOR MR. WALT W. ROSTOW 
THE WHITE HOUSE 

Subject: Proclamation of supplementary income-tax 
convention with Canada 

I enclose for the President's signature the proclamation 
of the supplementary convention between the United States and 
Canad~, signed at Washington on October 25, 1966, modifying 
and supplementing the convention of March 4, 1942, for the 
avoidance of double taxation and the prevention of fiscal 
evasion in the case of income taxes, as modified by supple­
mentary conventions of June 12,. 1950, and August 3, 1956. 

The 1966 supplementary convention was transmitted by the 
President to the• Senate on January 25, 1967, for advice and 
consent' to ratification. On November 2, 1967, the Senate 
advised and ._consen:ted and the President signed the instrument 
of_ ratification on November S. On December 20, in accordance 
with the terms of that convention, instruments of ratification 
wer~ exchanged at Ottawa, bringing the convention into force . 

. The !966 supplementary convention contains a single 
substantiye article, the sole purpose of which is to add to 
Article XI of the 1942 convention, as modified, a new paragraph 
whereby it is provided that paragraph 1 of Article XI shall 
not apply in respect of a specified category of income . The 
effect of the amendment is to eliminate unintended preferential 
treatment accord_ed by the 1942 convention to persons living 
outside both countries who· rec·eive investment income from the 
United .States .a~ substantially reduced tax rates. It had been 
discover~d that the. unintended result was to allow certain 
·canadian companies to be used by third-country residents as 
a , dev:ice to avoid United States. taxes .., 

Enclosure: 
Proclamation. 
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SPANISH EMBASSY 

WASHINGTON 

J 

\ 

TI1e Direct6r General of the Office .of Diplo­

matic Information of the Spanish ~inistry of ·Foreign 

Affairs, itr. Adolfo :fartin Gamero, arrived in Havana 

on the 25th of November to ·accomplish a mission on be-

half of ~Unister Castiella, which.. resulted from a re­

cent . conversation with the Secretary of State, tlr. Dean 

Rusk. 

!tr. Martin Gamero took all necessar~­

cautions to avoid any pu'lllicity and a~y knowledge~ 

the mission entrusted to him. He was surprised by the 

quiclmess with which· the Cuban Prime ~Hnister gave him 

an audience, \'lhich was interpreted as proof of the Prime 

~Hnister's interest. Mr. Mart{n Gamero ·was invited -11¥ 

Fidel Castro to have dinner with him on :.-1onday the 27th; 

the interview lasted for three and a half hours, aJone 

in the ·house of the Minister Under Secretary for the 

Presidency, Celia Sanchez, where he was taken l>y .-'\r.ibas­

sador J,1elendez, Chief of Protocol. Neither of them were 

present at the interview. 

On Tuesday tl1e 28th, the Cuban Prime ~-linister 

invited ~lr. ilartin Gamero to accompnny hir.i in a "jeep" 
. -

tour of the countrvside, dltring which Castro expressed 

a lively interest and great krio·"'led~e of the different 

elements of the agricultural development plan.· This 

interview lasted from two to ei:;ht o'clock tha:t after­

noon. 

DECLASSIFIED :,1 
E.O. 13292, Sec. 3.6 , 
NLJ IRAc 08 ·79 \. 

By .,:J, 1JiARA, Date h>-IV-l>K 
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Ilotll interviews we re chr racter ized by their 

cordial and relaxed atroosphere: ,,. 
When the discussion began on the subject of his 

miss ion, 'ta rt in Gamero commenced with some previous consider-

at ions which would allow for. a better apprai$al by Castro of 

the contents of the message that was to be transmitted. He 

underlined the need to maintain the greatest secrecy on the 

mission, to which Castro read-ily a~reed; as an added pre­

caution, ;•1artin Gamero referred to the intention of the 

Spanish Government to deny any leaks which might take place. 

He then spoke of the credit that Spain enjoys in tl1e world 

because of her independent position, and the confidence that 

she inspires in 1ler friends, sh1ce an enlightened self-interest 

has always been the only motive of Spanish behavior, as was 

made evident in the recent Middle East crisis. He pC'inted out 

the friendly relations naintained by Spain with the .United 

States and the agreements that exist between them, a co,unit-

ment that has not, how·ever, influenced Spanish policy towards 

Cuba. On the other hand, he referred to the ideolo~ic di .screpan­

cies between the Spanish and Cuban regimes which, hm'1ever, 

cannot erase the very special characteristics of Spain's re­

lationship with Span:ish-Ar.1erican nc1tions. In the same spirit, 

he under 1 ined the fact that Spa in was acting on this occasion 

as an internediary, between, on the one hand, the t;nited .::it'!tes 

- a friendly country - and, on the other hand, Cuba, ~'litll whoM 

Spain _is historically linked. The reason for which Spain under­

took these ;;ood offices ·w~s the expectation of finding the st\me 

. response in Havana. Castro accepted all these arguments. 
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' Martin Gamero referred to the recent conversations 

held by Minister Castiella and the Secretarv of ::;tate, Dean 

Ruslc, in Ne\'/ York and '.·.Jashington. $efior Cast ie lla once again 

explained to the Secretary o·f State the well-kno'.-m Spanish 

point of view regarding the relations between Spain and Cuba. 

After examining other quest ions that had been scl1eduled in 

the Agenda, the Secretary of State suddenly asl~ed '·!r. Castie­

lla at the end of the meeting. whether Spain had any official 

and personal contact with Fidel Castro. The answer was that 

in effect our representative in Havana had seen the Prime> 

Minister on several occasions. Mirtln Gamero then repeated 
M <Y7 M W3i'Ul\llall. lmil &i N 

to Castro almost literally the words. of the Secretarv of State: 

"it would perhaps be beneficial to remind Castro at this 

moment that there are only two non-negotiable questions: Cubap 
______ __ .,.... _ _,....a,. _______________ ,_ ... _,._. __ ....._____._ .... , .. _,...,.. 

intervention, support of subversion and guerrilla jttivities _____________________________ .._, ... .,.__...,.. 

in other Latin i'.merican nations, on the one hand, and the pres-

ence of soviet arT'ls in Cuban territory, on the other. TI1e 

United States does not have the intention of interfering in 

the internal political situ<)tion of Cuba". 

He informed Castro that this declaration had been 

verified several tirnes afterwards, at different levels, and 

that the United States had fully confirmed its desire that 

"Castro should know through a va 1 id and duly authorized inter­

mediary that the United States ·.was detenlined to follm•r a 

policy of non-intervention in internal Cuban affairs, in a!;ree­

ment with the promise that Pr ~sidcnt Kenned•, Plade to Krushchef ___________ " ________ . ------· ___...--
during the missile crisis. Castro should also know that in 

order to be eventually re-admitted in the com:nuntty of .\meri­

can nations, Cuba must, in the first place, renounce her 
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policies of intervention in the internal affairs of other 

.:ipanisll J\merican nations ancl cease its suuversive activities 

and the p:fomotion of cuerrillas. In the second place, she 

must put an- end to the Russian military presence on the Is­

land, wll'ich is contrary to previous agreements signed by 

Cuba witll the other nations of the Hemisphere. 

These points wei:e repeated, clarified and co111-

mented in order not to leave any doubt or confusion about 

their scope and meaning. His instructions, continued J lartin 

Garriero, were to transmit this clear message to him ancl to be 

at his disposal if at cmy moment he should 1 il{e to give an 
I 

ans· .... er through the same channel. ·spa in would then respond 

in . the sanie way. It \,rould be enough to inform the Jpanish 
, 

Charge d'Affaires in IIavnna of his wish to renew these conver-

sations. 

After 1 istening to the foregoing, Fide 1 Castro 

kept silent for a 1011g tine, as if he were surprised. He 

then expressed his :;ratitude for Spa in' s r,ood offices and he ____ ._ .,..,,..,, .... '-"~•*·•· ••• -

reassu:i:ed :,lart{n Gamero that the mission would be kept secret. 
---------~ ",\......,.,.,._..,~--~~ ~ ~ «.,~ 

He ii1sisted on his surprise at hearin_!~ all the above, 

and asked "why would the Americans th ink of th is now"? !'-lr. 
_.._ _ .. :.::;: ••• 11lfPoOll~.:CZ:~-,,.,, .. ,,.-..... r.~~ ... ~11~•i ...... """".~j .... ~.:,~~ ..... '""'-........ ~ 

Gamero answered by speculating, as a purely personal opinion, ---·----------...........i~~--~.Ji~----"-lr"""'- ~ ... -.... . • .. --~-. ·----
on the news that had been circulating int he sense that sub-

versive activities in Spanish ,\mcrica had entered a deep 

crisis with the death of Che Guevara; he also mentioned thE 
-------------------------------~·----
ne\'w'S according to .. .,hich there was a cooling of Sovie t-Cuhan 
____ ..,..,.,..__..." _ ___ ...,...,....,._ J ----· __ __,...,.. ___ ,. ,..., .... .. ~-~••i...~~ 

relations. If therC: was any truth in all this, ~~amero 

concluded, perhaps the United· States had the feeling that 

----------------------------~----· the dght atmosphere had been created for Havana to be ...... ·-~ .. -~---·--- ~ 
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interested · in the suggestinns that '1r. Rusk was no•,.,, putt:ing 

-------------------------------forth. 
( 

Mr. ~art1n Gamero was aware that Castro was taking 

good note..,of these arguments; but tlle Cuban leader made 

not the s 1 ir,h test coMrient on them, either at that r.:.o:'lle nt or 

afterwards, on the several other occasions when these asoects 

were touched on. 

After this explc1nation by _Martin Gamero, Castro 

again asserted llis surprise at this initiativt: and concluded 

that "we will have to think very carefully about this su.r-

prising message; we will have to anal~rze and study all its 

elements in close relation to what we see and hear everv day, -----•-------.J,t,.Wl,Ur'~•~"-~ ., ,~n Y-a"►Jt.~'"""'•-•..._,...,,......_.. w,;•·- •,.•------•------
for my initial reaction is that I do not believe in the 

sincerity of the Americans. This could be a new trick. ~,re 

have suffered from too many years of deceit to be able to 

believe them noN, without further ado." 
- ...... llt'lll,W •. -.,.,~~~ 

He embarked then on a lon~ tirade about the efforts 

of all sorts and in all parts of the world that the Anericans 

had made to soften Cuban resistance: a constant military 

threat, pressures of all kinds on other Governments and in­

dividuals to prevent tl!em from t _racling ~.,,i th Cuba; maneuvers 

and blackmail in international organizations; obscure and 

secret activities of the CIA; ~illions spent to buy at a 

higher bid goods already conmitted. to his Governr.1ent, ~nd 

the takeover of comnercial firms that were ready to trade 

with him ••• . 

Castro's digression at thi$ point becaMe very 

long and can be s11r1·,arized in the follo•.'ling points: 

1) The United 3tates is perfectly aware that Cuba 

no longer needs them: her life has beeri oriented away frorn 

the t,;nited States' sphere of interests; sacrifices lrnve been 
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accepted, other friends souill1t and found. The ~-1orse is 

past. · ,,. 

·;p No 011e can rationally believe that tlie United 

States is afraid of a srnall country like Cuba, no Qatter 

how strong her friends m-5ght be, as these are too far a· .... ay. 

3) The United ::itates has made incredible and ex­

tremely expensive efforts to "sink" Cuba, to no avail. To­

day, s·aid C~stro, even American opinion is changing and al­

ready wide sectors in the United States are beginning to see 

the Cuban question from a different point of view. 'Perhaps 

the Administration is beginnin3 to realize this. 

4) "How can the Americans speak · of non-:ue got iable 

' questions, how can they impose conditions?" How can they 

speak of a cessation of subversion in other countries of the 

Hemisphere, after what they lrnve done in Santo Doningo? lI0\1 

can they ask . for an end to foreign military aid to Cuba when 

they provoked Cuba to seel~ it in order to resist their constant 

threat?" 

5) C1iba finds it very difficult to negotiate with 

the United States in the present circumstances for the follow­

ing reasons: 

a) External reasons. Cuban foreign polic~, is based, 

in good part, on the fact that Cuba is the flag-bearer of a 

revolutionary effort. This is obvious in all Spanish-America 

and in the countries of the third \\O.rld. Cuba sets an ex~mr,le 

for the revolutionary rnovcr.ients of tliese countries, and this 

is partly because of her po.:;ture a~ainst the United States. 

b) Internal reasons. Cuba perfected her independence 

when she brol,e her forrrinl ties •.dth tl1e United Jtatcs, for 

Cuba gained her independence from Spain onl~ to fall under a 
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constitutional mortgage wlaich allowed the United States 

to interfere permanently in the political life of the 
,., 

Island. The American Ambassadors were authentic vice-

roys. The Cuban revolution llas provjded the only way of 

gaining independence; Cuba cannot easily renounce this 

very important gain. 

c) Economic reasons. one advantage of. the block-

ade of Cuba has been that .the Castro P.egime was forced 

to find other markets and other economic fields both with-

in 
\ 

Today is ex~lo it in~ and abroad. Cuba resources that 

had never been tapped before, whereas her econo:>1ic life 

had previously depended for everything on the United 

States, when the country was f inane ia lly controlled by 

the Americans. Hany hardships have had to be endured 

in order to transfon;i this econoTT1ic structure; during 

the initial ei,~ht years of the Castro regime the worse 

was passed and everything points to a new start within 

the economic frmnework of the Revolution. This is another 

gain that Cuba cannot renounce. 

d) :toral reasons. ~uba cannot modify her attitude 

if she \-lishes it to be looked up to as a model for other 

nations of the Hemisphere. .:ipanish America faces in her 

present state the alternative of, either, a continued 

subjection to "yankee capitalism" that curtails its pos­

sibilities for development, throur;h the deceit of a so­

called altruistic econor.iic aid; oi: their attainment of a 

full political and econonic pers0nality thrOlt~h sncrifice 

and discir,line, \'11,ich will require a trauriat:ic end of 

American influerice by means of .revolutions such as the 
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L:ul>an one. There is no otheJ; alternative and Cuba cannot 

renotmce her moral cor1r.iitr.1ent to ihe other nations of the 

Continent. 

7. In order to believe that the United States 

has really changed her attitude towards Cuba, sometldng 

Il'.lore than me ssa !tes and dee lei rat ions will be necessary. 

Tangible proof and specific proposals will be needed on a 

bilateral basis. A general reorientation of United States 

policies towards the Spanish American nations, to\tards the 

third world, and towards al'l those who strug~le for develop­

ment will have to be clearly visible. The political con­

ditioning of these peoples through the interested administra­

tion of "wheat surpluses and cans of powdered milk" will 

have to disappear. Cuba would believe in the good faith 

of the united States when she sees that great country ready 

to share its enorr.ious resources, sincerely and generously, 

with the developing countries instead of devoting them to 

their exploitation. An end '.'/ill have to be put to situations 

such as that of Vietnam. Cuba will have to be sure that there 

w511 not be further interventions,. either open and blatant 

such as the one i~ Santo Domingo, when they lost control 

of the situation, or covert ones such as those that the CIA 

and similar Agencies undertake ~1enever they c~n hide their 

intent ions. 

The United States IT1ust surely know what military 

aid Cuba receives frotn abroad and they must also know the 

limited scope of Cuban resources. ""I fail to understand 

why they are afraid of us". The level of our present 

potential depeuds only on the American attitude. The 

United 3tates nust not forget th.:it whatever e:dsts today 

in the [llilitary field in Cuba is due to tfre fact that Cuba 
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fears an invasion and must be ready to defend herself. 

Cuba will. not take the first step; she will not attack 

if she j.s left in peace, but she will defend herself to 

the limit of her means if she is attacked. Casti:o de­

plored at length and with a bitter tone tlle fact that so 

many rcsource.s and energies had to be diverted by the Re­

volution for Iler military readiness and away from enter­

prises that would be so useful in her strusgle for develop­

ment.· 

' TIIBse points only sumnarize a protracted and 

confused exposition which Nas renewed again on Tuesday dur­

ing an outdooi: excursion. Doth on ?fonday and Tuesday, Cas­

tro ended with a final declaration that is· considered to be 

important: 

a) Castro was intent on underlining that this 

initial reaction to the message was purely spontaneous and 

inpronptu. The ideas expressed i,tere r-1erely those sug­

gested to hifll by an initial approach to the message and 

therefore they cannot be interpreted as a definite answer, 

wldch co11ld c;1ly come -after the exhaustive analysis that 

the message would be put to. He would studv it ii::111ediate­

ly weighing its different elements in order to ascertain 

its motivation and to forsee its eventual consequences; he 
-----------.............. ~~ ... .._..... A 

would contrast it with otl1.er data already presented to. him 

or that might arise at this time; he would pay special at­

tention to any nei'1 symptoms that m-iP,ht have some relation 

with a new A!1lerican attitude. In other words, the impres­

sion was that any aperture inpi°icit in this i\r.ierican initia­

tive was not automatically rejected. 
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b)Castro wa·s visibly in?ressed by the .3panish at­

titude and he .repeated several times his gratitude for these 
. ,,. 

good offices which he fully valued. 

c) It also seemed quite clear that he .realized 

perfectly well the irriportance of keeping the whole question 

sec.ret. He promised on several occasions, even in a very 

formal way, to maintain the ,-,hole thing under the utmost 

reserve. 
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Many other subjects nrose during the course of 

these prolonged conversations. The follo,1ing is a sum'.'1ary 

of the oore inportant ones: 

1) In relation to the 0.A.S. he said that Cuba had 

gained a considerable 8dvantage when she was "thrown out" 

under the pressure of the United States. At th~ time not 

even the revolutionary movement understood what it meant. 

It is now. clear, he said, that it was in a certain way a 

decisive step in the process of Cuban liberation from 

American influ~ce. He spoke with contempt about the Organ­

ization in which, he insisted, there is no other will than 

:.\fasldngton 's. 

2) He was asked about the present ~tate of his re-

lations with China. He answered that they had been very 

good, but that today "they had some\'1'l18t deteriorated". There 

is still an important commercial trade, '~ut political under­

standing-is simply not feasible betweP.n us". 

3) In reference to the news in the world press on 

the cooling off of ..;ov ie t-Cuban relations, he smiled and 

coro:1ented that the inevitable moment of differences arises 

even amongst the best of friends. 

4) Castro declared his great friend.ship for the Arab 

countries, with reference to the i·--liddle East crisis, .but he 

did not try to hide his disappointment at the ligl1tning vic­

tory of Israel. lie only excused Syria and Algeria, esrecial­

ly the latter, which he considered a country with a great 

future due to the strong personality- that she (1eve:::.oped in 

her strugr;le with France and ·wllicll has resulted in the start 

of an authentic revolution. 

He praised Nasse~ ''whose survival after the rout 

is "inexplicable"; he attributed the Egvptian failure to· 
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the fact that the regime had not found a way to car.ry 

the socialist revolution to its la st 1 iMit s and a llmied 

the survival of certain eleMents of the old regime wldch 

are undermining its structure. He criticized very harshly 

and .refer.red with contempt to "those other count.ties whe.re 

the save .re ir,n is st ill the absolute lord of everything". 

He did not see a solution for· the present crisis and was 

afraid that the Middle East will rer:ia in for a long time 

as a pezmanent point of international friction. 

5) lie praised the goocl and efficient state of readi-

ness of the Zionists and he alluded to the "revolu tiom1 ry 

sac.rifices that they underwent". He is, however, convinced 

of their ex!:)ansionist intentions and that they will never 

rctu.rn an inch of what they have occupied. Ire com:,ented 

on their comqercial ability and said with much laughter 

that some Jewish intermediaries had recently offered him 

soviet ar~s and equipnent captu.red in the Sinai from the 

Arabs. 

6) Vietnam was an inevitable suuject. His extra-

ordinary admix:ation for the VietnaMese people is only 

cot'llparabl~ to what he feels for the North Korean. He made 

a reference to his frequent contacts with Hanoi and praised 

their e.isy and r.iodcst way of being, the Vietnamese desire 

to learn and the fact that they have asked him several 

times for aid and advice. 

He considers adMirablt· the •.1ar effort that the 

North Vietnanese have been exerting for years against the 

Chinese, Japanese, French and Ar.iericans. The F.rench · . ..rere 

very rea 1 ist ic in wi thdrawinr, fron Indochina. The :\riericans 

have again made n ::iistnkc by being dra·g~ed into a war :\rilicl1 
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will becorie progressiveJy harder and which they will lo.se 

no matter what they do. He described the horrors of all ,,. 
the armanents that, short of atomic we.ipons, the Americans 

are already using ,titll all the means at their disposal. 

7) ~•tore tlrn!} once, whenever France car.ie into the 

conversati<;>n, he spoke \tith respect of !>resident de Gaulle 

and said that his relations with France were verv good and 

that there was a reciprocal-interest in increasing rela­

tions at every sort. 

8) He could not understand the attitude of the 

Dritisl1 in Gibraltar, particularly "on account of their 

realism, which they have always proved in tradin~ with us". 

9) It wa.s impossible to obtain from him any cor:rnent 

on the disappearance of Che Guevara. :.vhen directly asked 

about the interior and exterior consequences of his death, 

he only answered that he preferred not to talk about this, 

the personal· ir'lpre ssion that th is blow hacl had on h it:1 st i 11 

being very intense. 

10) Speaking about the events that led to the llevolu-

tion, he referred to Dat.ista. He spoke of him without hate. 

He said th~t he could not for~et that after - all he had been 

a sargent whose political career had start.ed as a revolu­

tionary who wanted to change the countr~·. IIalf jokin~ly 

and half seriously he said that he had been one of his 

greatest partners because without his govcrnr.ient and its 

excesses his Revolution would not have been possible. He 

k110·:1s thlt he lives in ?ortu~;al ancl sometimes passes thro,.~h 

$pain and he appeared surpri5ed to have learned by the press 

that Batista had prayed for Cuba in a church in Da.rcelona 

during the missile crisis. It was explained to him thnt 
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Spain offers asylumn to all who request ~panish hospitality 

if they refrain from political activities. 



December 21. 1967 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Letter from Mr•. Anna Lord St.au•• 

Mra. - A1111a Lord Strau•• waa one ot the t'bree VIP ladle• (the other 
two -- Mr•. Equia Aader•oa and Mr•. Norman Chandler) who 
Yiaited Sal1ma nceatly. She ha• written eapr•••lal her d .. p appre­
ciation to yoa for tile opportunity to 10 to Salama, and eome concern 
about the alt1Jatloa there. She Intend• to do her very beat to share 
wlth lier fellow citlHn• her own coavlctloa that the US.A nmet continue 
to work wt.th the Vletaame••• but oa a de-eacalatln1 ■cale. 

A 81111•.ted reply l• attached for your appronl. 

W. W. Roatow 

Att. 

MWript:wpt 
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