INFORMATION

CONFIDENTIAL

Friday, January 19, 1968
6:05 p.m,

My, Presidest:
Herewith Paul Nitze suggests

"falr but filrm" arrangements in
response to the UK F-111 cancellation.

W. W. Rostow

WWRostow:rin
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THE DEPUTY SECRETARY OF DEFENSE
WASHINGTON, D. €. 20301

MEMORANDUM FOR THE PRESIDENT

SUBJECT: British Cancellation of the F-111K

Our commitment to the United Kingdom under the F-111 Arrangement
to procure defense equipment competitively from British sources with
a target value of $325 million and to cooperate with the British for third
country arms sales with a target value of $400 million was based on the
following estimated balance sheet of US - UK defense expenditures over
the period 1966 - 1977 (millions of ddllars):

UK RECEIPTS

US RECEIPTS

US force expenditures in UK $1800 Polaris $ 550
Procurement target 325 C-130 ‘ 300
Cooperative arms sales 400 F-4 900
F-111 725

Other 50

$2525 ' $2525

For domestic political reasons, the British Government chose to present
the U.S. target of $725 million as an offset for the F-111, and the
language of the F'=111 Arrangement accordingly speaks only of estimated
total expenditures in the U,S. of $2525 million and not of U.S. expendi-
tures in the U. K. Howevery™ ~1t was understood:by both~sides:thatthe
offset-figure was’arrived-atin order to balance both-sides of the equatmn. .
Névertheless, from the legal point of view, since the offset commitment~-"
is not a separate agreement but literally part of the F-111 Arrangement,

U, K- c¢ancellationofithe’ =111 "A*rrangement*‘techmcally cancels the U. S,
icomm1tment_. B

In connection with our discussions last year with the United Kingdom and
the Federal Republic of Germany, you agreed:to -supplémentthe $325™
m1111on: offsét procurement- target by amounts of $35 million and $19. 6
m11110n~1n retuti forEwhich the BFitish Government agreed to.maintain. its

BAQgﬂhsb‘g;lgﬁxygil},'ig&gagg_s;ggaj&é -periodin It was agreed that such offset
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procurement would be carried out in the same manner as the F-111
Arrangement, under conditions of competition. The $35 million was due
31 December 1967; we ''paid" it by advancing payments against the three
US Navy prime contracts for small ships, The $19, 6 million is due

31 March 1968; it has not yet been 'paid' but we had planned to have the
Allison Company make a similar advance payment against the Rolls Royce
Spey engine contract for our A-7 aircraft,

TweTweeks ago we concluded that the estimated cost of UK defense pro-
curement from the U,S. had risen to $2, 875 billion from the original
$2. 525 billion and, you will recall, we agreedrtorraiserthe $325 milljon
TS procurement-target-to-$425- m111101;.

Our performance thus far towards achieving these targets is as follows:

o Britigl’§0U¥ces have won comipetitions thus far for $192 million in
oSt S.mordersw- $51, 9 million in DOD~prime contracts and $140, 3 million in
sub contracts from U.S, defense industry (see Tab A for details).

o With-ourrassistadhce, the U,/ K Feceived an'order-from Saudi Arabia®
;Eor 40- nghtmng aircraft,-together with-radar;-data- handllng ‘and communi<
ca.tlons system, -and- a.ssoc1a1:ed equipment and- tra1n1ng. We estimate the
“value of this contract, including supply support over the period of the
Arrangement, at $400 million; the British assert that the entire Saudi
Arabian procurement will total no more than $285 million at the new rate.

The F~111K cancellation is now estimated to reduce U, K. procurement
from the U.S. by $861 million - or $731 million after the $130 million in
estimated termination costs are taken into account. Thisrnet:- reductmn
will bring-British-defense procurement -from us-down to $2 144 bllllon.
Since this figure is lower than the original estimate of $2, 525 billion in
British procurement from us - on which our procurement targets were
based - we&' Would Hiow bé Justified in"redudifigour targetssy Additionally,
as shown in the table below our Current estirnate 0f'U, S, troop-expendi-
tures-in the -U.K.~has 1nc1~eased from the original $1800 million to
<$2305 mllhon.‘% Even if we stop placing offset orders with the U.K. at the
“$192 million level now reached, it now appearsithaf th”e‘U“S::Will be $690%

g oo Pi-y-se

pillion short of-balance-on-the" defens e account, vag
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($ Millions)
UK RECEIPTS US RECEIPTS
US Troop Expenditures $2305 Polaris $ 638
Additional Procurement: F-4 1036
Trilateral Agreement 55 C-130 340
Aircraft Offset Committed 192 Cancellation Costs
Cooperative Arms Sales 285 F-111 - 130
Chinook 3
$2837 $2147
(US Receipts) - 2147
690

Beca.use of the threat of substantial imba.la.nce a.nd to keep our option open

'(Tab B). The~1etter p01nts out this 1mba.1arfce and’ keeps.thé¢pressure on
the«Bntlsh in.regard to- further purehases from-us-and also in-connection

w1th ‘our_upcoming dlscnselons w1th both’ thé British, a-nd thevGerma.ns on
troop deployments. @

I propose to take the following actions:

l. US Offset-Purchases - Cancellation of the F~111K permits cancel-
lation of any further obligation on our part to make offset procurements
from the U. K. Any-consideration of fuftherrdefense procurerient.from the
U. K.. will have-to fake" ‘into-accouiit the estifiiated $700 million unfavorable

_Q.U S, imbalance which, if'we are successful'in'negotiating a mew offsetzy
arrangement, would be- lowered by.possible new British-compensatory-
grocuren}ente. -5 T

_ 2, Withdrawal of Consideration-of UK Minesweeper Bid - Although
‘the U. K. bid is the third highest, and we believe the British yard likely
to be the qualified source, we now-can no longer consider the British bid.

3¢ Creditfor F-4 and C-130 Purchases - Recognizing that we had agreed
to provide $700 million in credit for these aircraft before the ¥-111 purchase
was arranged, Ibeélieve that we should maintain the $700 inillion credit for,
ghe F=~ 4/C 130 purchas ey However, we propose that no. -parts of*the.j:_e_x:r_n}na.t;.on-
costs for- the?F r=111K-should -be credit*fingn¢edi’s

el 3 sl
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4. Special BAOR Agreements -- .Although we presumably ""bought'
BAOR deployment instead of British defense equipment orders w1th this
$54. 6 million, it seemis té e “that it can be fairly argied that our. offsett_.,g
procurements, a.lready made and our front loa.dmg of orders gives us s
adequate leeway to meet this obligation without increasing the’ currentv
}evel ‘of orders. Although we are committed to make payment of $19. b
million by 31 March 1968 I believe a case can be made that our current
level of accomplished payments has-already met that obligation,

5. Jetstream Order---This $5.,9nillion order for T1"dircraft hasy
been-placed-and the definitive-contract was signed on’ 5" January. -If pro-
cured this aircraft would have nearly 50% U.S. content, If follow-on
aircraft are procured for this mission, the procurement would have an
estimated value of $50 million, We are withholding further action on
this contract for the time being inasmuch as the Air Force wants the
‘aircraft and there is a special background to this matter involving
your-assurancetothe Prime Minister concerning:Britain's foregoing

of a-Trident-aircraft-sale toCommunist Chinal’ [Thexgrisza-U, S‘w»balance~
of—payment benef1t if we- do not cancel: ‘Third-country purchas es of the
Tetstream during 1968-1970 with the U.S. Garrett engine and U. S.
avionics content, on the basis of orders already booked for the aircraft,
promise net U.S. dollar receipts of $30 to $50 million depending on

how many Jetstream aircraft the Air Force orders,

Finally,-I-believe that éur posture with the British over this matter must
be fair aswell as, Airmy, . Other countries are watching our actions and
it is essential for the future success of our cooperative defense efforts
that,we-do not-appear-retaliatoryyin response to a valid termination of
a contract. s g'!

Enclosures 2
1, Tab A
2, Tab B
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Item
2
2

1

MAJOR ELEMENTS COUNTED

AGAINST UK TARGET UNDER F-~11l1l ARRANGEMENT

as of 17 JANUARY 1968

($ Millions)

PRIME CONTRACTS

Amount
ATS vessels (Navy) 16.7
AGS vessels (Navy) 16.7
ATS vessel (Navy) 7.4

Jetstream aircraft(Air Force)5.9

Decca Navigator (Army) 1.7
Miscellaneous 3.5
51.9

SUBCONTRACTS

Item

Rolls Royce Spey emgines
(Air Force)
Heads-Up Display equipment(Navy)

C~130 Program (Air Force)

C-5 Engineering (Air Force)

General Dynamics F-111 Program
(Air Force)

Machine Tools (Air Force)

Air Data Computer (Air Force)

Integrated Light Attack Avionics

System for A-7 (Navy)
Miscellaneous

A35¢

Amount

88.8
23.0
6.4
6.0
5.3
3.5
2.1
1.2
4.0

140.3



WASHINGTCN, D. €. 20301

17 JAN 1358

The Right Honorable Denis Hezley, MP, MBE
Secretary of State for Defence

Ministry of Defence

Whitehall

London, S. W. 1, England

Dear Denis:

This is in response to your letter to'Bob of 16 January 1968 commenting
on the Cabinet!s decision to cancel the order for the 50 F-111 aircrafi,

We are, of course, taking immediate action to minimize F-111K costs,
-1 do not vet have an estimate of termination costs better than the $130
million established during the meeting of Mr. Peck with Mr. Kuss on
1 January 1968, Since this figure might turn out to be low, I believe

that we would be well advised to avoid identifying such a figure publicly
for the time being,

In regard to the credit arrangements for the Phantom and Hercules

aircraft, we are willing to maintain the original credit availability level
of $700 millien,

With respect to the offset features of the ¥-111 Arrangement, I am
afraid I cannot tell you immediately how they'might be handled, Ome of
the major elements for our consideration is that the combination of the
F-111K cancellation and our current projections of US defense expendi-
tures in the United Kingdom thrzatens an imbalance unfavorable to the
United States of about $700 million during the intended period of the
F-111 Arrangement. We would hope that this imbalance in your favor
would be kept in mind in your consideration of future defense procure-
ment from the United States as well as in our forthcoming consultations
with respect to the foreign exchange costs of our forces in Europe.

-I would suggest, therefore, the following text to be used in response to
questioas:

-

-
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"The saving in dollar expenditure over the period, allowing for
likely cancellation charges, will be about $700 million, Because of the
credit arrangements, these savings will mature over a period of years,
The United States Government has agreed to maintain the existing credit
arrangements for the Phantom and Hercules aircraft, Other implications

following from our cancellation of the F-111K are under study by both
governments, "

This is our first look at the situation. As you requested, I will now
review the matter more carefully and will be in touch with you in regard

to all the steps that must be taken to achieve an orderly termination of
the ¥~111K Arrangement,

While I regret this unhappy action.as you do, I can understand the extra-

ordinary political pressures that have been imposed upon you. ~ You have
fought a good fight,

Sincerely,

’j\DO\.LbQ_‘,

- 2 A s ) e 2 s e et s i
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INFORMATION

Friday, January 19, 1968
5:55 p.m.

Mr. Presldent:

The attached State Dept.
intelligence decument summarises
evidence that Hanol would acecept U, 8,
recce of North Vietnam during a
bombiag standdown -- especially If
we dldn’t make It a public isswe.

W. W. Rostow

/4

I Meme to the Secretary
"Hanoi's Attitudes on the Continuation of US Reconnaissance Flights

During a Bombiag Cessation, ' (undated)

WWReostow:zln



INFORMATION

- Friday, January 19, 1968
5:50 p.m.

Mr, President:
You may wish to read thls

assessment of Arias, ‘It
is summarized on page 1.

W. W, Koutow

SC No. 00753/68B
19 January 1968, Cy 1
Special Report Weekly Review

"Arnulfo Arias -- Panama's Next President? "'

WWRostow:rln
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INFORMATION

—SEGRET—

Friday, Jamuary 19, 1968
1:50 p.m.

Mr. President:

Herewith Dobrynin forecasts a
Soviet ABM response "within 2 month
or six weeks" and makes some mildly
interesting comments on the San
Antonio formula.

W. W, Rostow

WWRostow:rln
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—SECRET-NODIS—~

Copy of MOSCOW 2495 from Ambassador Thompson Jan. 18, 1968

1. Dobrynin told me today that he had not yet seen the top leaders

due to their absence from Moscow, but he thought we would have our

answer on our proposal for talks onsABM!'s,and strategic-weapons within

a month or six weeks., IHe believed the answer would be favorable

provided there was no significant change in the type of our operations

“in Vietnam in the meantime. On the other hand, if we should initiate

new military activities there which would have an adverse impact on

the Soviet leadership, he was sure we would not receive a favorable answer,
By way of example, he,mentioned hit-and-run land raids on North Vietnam.
He indicated there was considerable difference of opinion in the Soviet
Government on the ABM question and said the delay in replying was not
deliberate stalling byf was due to difficulty in working out the .Soviet positions

2. On Vietnam, ‘he said the Soviet.Goverdtnent was still mystified
as to what our position and objectives really were. When I referred to the
San Antonio formula he replied that the words ''prompt' and "'serious"
were very vague. One side could take a position which it considered serious
and the other side might not. This’Eould only e defermined when negotia-
tions:actually begia,

3. I pointed out that it was important for us not to get involved in
negotiations if the other side thought we wanted them merely as a cover
for our capitulation. .In-swch an event the negotiations-would-of course
break down and the: ptgssutes op us.to take radical: ampns”!,mla, e,

*enog'glvois; ‘I-E*fegw iedthet hefully umdexr stoed: ﬂns‘.;
4, I expect to see Dobrynin after he has seen the leadership. He
expects to be here for about two weeks.

THOMPSON



INFORMATION
/

Thursday, January 19, 1968
—SEGRET—— 2:55 p. m,

MR. PRESIDENT:

You should know that one of the three alrfields at Pleiku was attacked
today with about ten rounds of mortar fire.

We have been watching Pleiku closely because intelligence indicates
they might:

-= first mortar the airfields;
-« then attack two outlying U.S. positions (at Le Thanh and Duc Co);
and then move along Route 19 (see attached map) into a direct attack
on Pleiku City.
I have talked to General Wheeler, who tolls me there are large forces
based at Pleiku which ought to be able to deal with this kind of thrust
without drawing on reinforcements which Westy has sarmarked for Khe Sanh,

General Wheeler thinks it possible that they may be making the first steps
in the plan which intelligence has detected.

The total number of ensmy troops in the Pleiku area is estimated at,
roughly, 8,000,

W. W. Rostow

~SEGRETP-CODEWORD attachment

WWR:mz
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INFORMATION
SECEET
Friday, Janwary 19, 1968
1:10 p.m,

Mr. Presideat:

This plece of gossip, picked up
in New York by Chip Bohlen, may
interest you,

W. W. Rostow

WWRostow:rln



TO .
FROM

SUBJECT:

277

OPTIONAL FORM NO. 10 &_ oc& g
::: ::&:4 :?:lg"n) 101-11.8 /
UNITED STATES GOVERNMENT e
' M
M emorandum —SEERET—
S/S ~ Mr. Read DATE: January 18, 1968\3 " «gdwj

EUR/SOV - Malcolm Toon CK/Céf—“

Chip Bohlen called me this evening from New York to report a conver=-
sation he had had with a Russian~American well known to Bohlen,
Thompson and others, whom Bohlen considers to be completely reliable,
but whom Chip did not identify by name:

Source told Bohlen that abouf twd weeks ago he had a long conver-
sation with Ragulin, a Soviet national on the UN International Staff
who is married to the daughter of Abrasimov, now Soviet Ambassador in
East Berlin. Ragulin said the following:

(1) The Central Committee is about to hold a very important meet-
ing which will result in a number of personnel changes, . Brezhnev will
further consolidate hlS power. Kosyginuuill.be.outmmapparently. 0 feme
ousted, but_transfexs ” sadutd@swaGromyko will take his place
and Dobrynin will be moved "upstalrs" although not necessarily into
@&romyko's slot, Zorin will be transferred, and Furtseva will be out,

(2) ..The ratienaleforethesesparsonnekschangessiswto-remove~rigidity¥
in current Soyiet declsggnmmaklngzﬁuThe collective is simply not work-
ing“well,” “and“Undet“the present system it is impossible to adopt or
1mp1ement more flexible policies, particularly with regard to the United

States,

(3) The.result .wouldshecaumoresflexiblespolicyeinedeal ing with>
the United States with.emphasis“on“cooperativesefforteutobringuthe
Vletnam war to aiclose.

I am asking RSB to assess this report on an urgent basis, Meanwhile
Chip himself said he was in no position to say whether the report was
plausible or not; all he could say was that he was sure Ragulin's
remarks were accurately reported by his source and the source is of
such established reliability that he could not possibly be playing the
Soviet game,

EUR/SOV:MToon:bab

.cct EUR - Mr, Leddy $7
INR/RSB - Mr, Sonnenfeldt

—SEORET
Row TT € _Caninme Rmﬂlc_ Reoularly an the Paveall Savince Plan



—FOPSECRET Firiday, January 19, 1968, 12:30 P. M,
W. W. Rostow
BKS:amc




INFORMATION

4/&

Friday, Jasuary 19, 1968 -- 10:15 a. m,
Mr., President:

Herewith the argumentation which led Gen. Westmoreland and
CGen. Vien to recommend a 36 hour rather than 48 hour standdown. As
you can see {page 3), the argument has JCS support.

These poiats could be made as follows:

«= Preseat rules of engagement permit strikes against "abnormally
great resupply activities" during a standdown, These rules are meant to
protect against the kind of resupply our people in Saigon fear. The
argument in the attached paper is really for no truce rather than a 12-hour
reduction.

~= There is a stroag case for excluding the Khe Sanh area from
the truce. It ls reiatively unpopulated. Given the evidence that the North
Vietnamese are assembling forces for a massive attack, I belleve it would
be uawise for us to give them even 36 hours of free moment of forces and
supplies In the Khe Sanh area.

With the Khe Sanh exception and the freedom of action Westy
already has to deal with abnormal supply movements, 1 doa't think the
12 hours matter much ore way or the other,

¥W. W, Rostow

1™~
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DIA ESTIMATE

In any standdown period in Nortn Vietnam a major logistic
effort takes place. This effort involwves truck and waternorne
logistic craft (WBLC). WBLC come into prominence whenever the
length of the ceasefire peridd is sufficient to allow tnis
relatively slow transportation a round ©rip opportunity. Pre-
arms truce periods which involved WBLC to any significant degree
were 48 hours ox more in lenFth. The VWBLC activity starts as
far north as Thanh Hoa (19° 45'N) and usually haes a southern
terninus near Dong Hol (170 30'N). The larger and faster craft
can make the maximum distance round trip in about 48 hours
wnile smaller and slower vosats can make the delivery and then

achieve dispersed positions to avoid attacks when hostilities
raconnence.

During the 48 hour Christmas truce in 1966, US forces
observed a 20 fold increase over dally average craft sightings
along the southern coastal areas of NVN. During the 96 hour
Tet truce in 1967 WBLC moved about 20,000 tons southward indica-
ting a capability to move about 10,000 tons during a 48 hour
perilod. This past Christmas and New Years ceasefire periods
of 24 and 36 hours duration respectively exhibited no significant

WBLC activity although the 36 hour psriod was more active than
the 24 hour pause,

Truck Activity.

During the most recent Christmas and New Years truce perlods,
truck activity in NVN was eight to ten times normal deily
estimates., It would appear that about 2,200 tons of material
was moving southward in NVN during an average 24 hour period.
Tais amount of materlal wes estimated to be destined for
southern NVN, the DMZ, laos and SVN., Should the total 2,200
tons be delivered to $VN, it would represent sbout a 95 to
120 day supply of external requirements provided by NVN to Viet
Cong-NVA forces in SVN. In other terms 2,200 tons represents

approximately a 22 day supply of materiel to a NVA division in
moderate combat conditions.

Summarx.

It can be estiwmated that the logistiec d&ifference 1o the
North Vietnamese between a 36 hour &nd 48 hour ceasefirs period
could vbe &s much as 10,000 tons of material. This difference

being represented by the ability or lack of ability to employ
WBLCe to any great degree.
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—PLOP SEOREP—=—8ENSYTIVE”

What are the military advantages of holding the proposcd
Tet standdown to thirty-six hours viceyincreasing the period
to Torty-eight hours?

1. Movement of Supplies in NVN.

Overall., The twelve additional hours would incréase the
enemy cépabllity for movidg supplies south 4in NVN from 3,300
tons to 14,400 tons.

Weterborne. For supplies moved south towerd SVN by water-
borné ilogistic craft (WBLC), the difference between a 36
hour ceagefire and a 48 hour cecasefire is:

&. No significant WBLC movement during a 386 hour
ceaselfire due ©to turn around time.

b. A heavy flow of WBLC during‘a 48 nour ceasefire.

Supplies moved Ly WBLC during e 48 hour ceasefire would
amount to some 10,000 tons, over twice a8 much as could be
moved by truck alone and enough to malntain an NVA division
under moderate combat conditions for 100 days.

Truck. For supplies moved south by truck toward SVN, the
difTerence between a 36 hour ceasefire and a 48 nour ccase-
fire is 12 addlitional houra of unrestricted truck movement,
which means 1,100 sdditional tons of supplies.

2. Xhe Sanh,

During the past several weeks NVA troops have moved south
Trom Noxrth Vietnam into Yaos in close proximity to thée rorthern
portion of SVN agalinst Quang Tri Province., At the present
time there are three NVA Division Heedguarters and at least
seven NVA regiments, totaling an estimated 15,500 enemy
troops, locsted within & radivs of 20 miles of Khe Sanh.

Tnis eneny Lthreat has caused General Westmoreland to rein-

force the northern portion of the I CTZ with major elements

of the lst Cavalry, moverient of the ROXMC brigade from Chu Lai tc
Danang, thereby permitting the movement of US Marine Corps

units to the north, positioning of neval gunfire ships for

gulck response in the northern portion of the I CTZ, and plans
for sustained B~52 and tacticel air strikes in the western
portion of Quang Tri Province.

t
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Thid massing of enemy troops indjcates an attack of magjor
proportions on Khe Sama is imminent{ Khe Sanh may be an
intermediate objective with the fin&l objective of Quang Tri
City or possibly Hue,

hie a,ttaclx coul SR i,
Tet., Ge estmorelandoes wmates thal the atteck coul
well be. initiatea before Tet. If this 1is s0, there could
be no Tet standdown., If the ceasefire.were 18 instead of 36

hours, forces atteacking after Tet would have had 12 adaitional

hours to prepare such attacks with impunity and to receive
en edditional 11,100 toris of ammunition and military supplies.

3. Eneny Posture.

The VC/NVN have sptly demonstrated their ability to use
periods of ceasefire To improve thelr posture. Twelve
gdditional hours afford the enemy more latitude in preparing
for attacks on US or friendly forces at the time and place

of his choosing. .
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MEMORANDUM ‘ K R .,(

W anie S

/”‘ : THE WHITE HOUSE

WASHINGTON

Thursday, January 18, 1968
—SEERET— 11:00 a, m,

- e

Al

MR. PRESIDENT:
Your judgment is needed on the following problem:

1. As you know, it was agreed sometime ago that there would be a
48-hour stand-down for Tet ~-- January 30,

2. Apparently Generals Westmoreland and Vien, without evidence
of consultation with Ambassador Bunker, went to Thieu and, against his
better judgment, persuaded him to cut the 48 hours to 36 hours. There
are perfectly good military grounds for this, given the behavior of the
Viet Cong during the Christmas and New Year's stand-downs.

3. Secretaries Rusk and McNamara believe that it is unwise to cut
back from 48 to 36 hours, for two reasons:

-- Hanoi could regard it as our changing rules of the game in the
middle of a tense period of communications;

-- We could be criticized further for toughening up our behavior
in a delicate, potentially pre-negotiation situation, (There is
apparently some criticism of your State of the Union message
along these lines.)

4, Therefore, Secretaries Rusk and McNamara would like to go back
to Bunker and Westy and reverse the decision, reinstalling the 48-hour

Tet truce. DBoth do this reluctantly out of respect for Westy, and having
whipsawed Thieu once already on this matter, ' /

W)Mostow

Stay with 36

Back to 48 ;

see me_y/ 5/ sae aTaeba. ) /xé/éf
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—SEGRET— Friday, January 19, 1968

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Reply to Greek Prime Minister

You'll recall that Papadopoulos sent you a letter via Tom Pappas,
promising to restore democracy and hinting for ''recognition, ' State
believes that we can't squeeze much more out of withholding ''recognition"
and that the time has come to re-establish formal contact. Having Phil
Talbot call formally on the PM would be enough. But replying to his letter
would make easier Phil's efforts to keep him on the track back to consti-
tutional government.

Since the King's abortive counter-coup, we've avoided furmal
contacts., Our two purposes were to keep pressing for progress towards
consfitutional government and to put us in a position with our domestic
critics of not undercutting the King and not embracing the junta,

Recently, the junta has taken significant steps towards democratic
government (not to mention releasing Andreas Papandreou). Now we see
real danger that continuing the hard line might push Papadopoulos towards
his more radical supporters who don't want to turn Greece over to civilians
or have the King back and who even talk of quitting NATO, Papadopoulos
himself seems reasonable and well-intentioned. If we're at least willing
to work with him, it may strengthen his hand.

The attached draft reply deals mainly with these recent moves
toward normal political conditions and makes it clear you want this process
to continue. Addressing him as "Prime Minister'' amounts to recognizing,
but we would say publicly that legal recognition wasn't the issue and we are
just resuming normal working relations. If this letter were ever published,
you would be clearly on record as hinging our relationship on steady progress
back to conetitutional government.

Another reason for re-establishing contact {s the need to do business
with whoever runs Greece. What worries us most is that the Cyprua issue
is far from settled, and we may want to weigh in again any time. Most of
the other NATO countries are considering a similar move, and King
Constantine sesms to accept our dealing with the junta,

W. W. Rostow
Approve sending attached message
See me

—SECRET —

et
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Suggested Reply

Dear Mr. Prime Minister:

Thank you for your letter of January 6th. I have read it
with much interest and am gratified that you understand the dilemma
which the sudden change of government in your country on April 21,
1967, has posed for democratic countries.

I particularly welcome your assurances that you have no
thought of imposing a personal regime, or a permanent one, or one
which will be at variance with the fundamental principles proclaimed
by Free World countries, and further, that you have pledged yourself
to retain the basic structure of government which prevailed in Greece
prior to April 21, 1967,

While not wishing to enter into a discussion of internal Greek
problems prior to April 21, or of the justifications for actions which
tock place on that date and following it, the United States Government
has found constructive a number of measures which your government
has recently taken to restore a more normal condition to Greek
political and social life. I hope that you may see your way clear to

- continuing along this path until all traditional democratic freedoms
are restored to Greece, and that the free, general, secret elections

to which you allude may be held as soon as possible.
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As you know, Mr, Prime Minister, your country and mine
share many important values. We have had a long and fruitful
relationship which has encompassed not only common goals, but also
the close ties binding our two peoples. This is a relationship which we
Americans set great store by. 1 am sure you agree it can best be
nurtured in a climate of mutual respect and trust. It is in that spirit
that [ wish for the success of your endeavors to realise in Greece
those values to which our peoples aspire.

Sincerely,

His Excellency

George Papadopoulos
Prime Minister of Gresce
Athens, Greecs



O OPOZAPOX THX KYBEPNHIEL

Athens, Jarvary 6, 1568

irperative teodzy te cxpese to you officially and with
due resyonsibility the nd the prospscis of the Re-
veluticn of 2April 21st, 1967. I take this step, preoupted by the hope
£hat~certain risunderstardings as tc the nature of the change that has
taken place in Greece will thus be cleared. These I censider detrimen-
tal to the interests of both nations concerned, as well as to the Free
World.

Our country is honored as the cradle of Democracy. This very fact
hes placed all powers friendly to CGreece, as well as =1l chaﬁpions of
Denocracy in an embarrassing position. The regirme which existed before
the present change, however, kad no relatiorn whatscever with Democracy.
It was a regime of fectious debauchery, unrestrainred demagogy and dis-
integrating cbrruption.

It had three basic characteristies: a steady fall toward economic
collapse, an ever-increasing deterioration of all institutions, and the
menacing erosion caused by Communism in volitical parties, in the press,
in 2 part of society, and in the govermment itself. 1In this corner of
Burope, as you well know, Commuzniss has thrice tried lo seize power by
revoluticns which steeped tke country in blood. The last (1946-1943)
wounld have inevitably riade a captive of Greece behind the Iron Curtain
if the United States of Americz had not materially helped ry greatly me-
naced country.

The Revolutien of Lpril 2lst, 1967, took place on the eve of cer-
tain civil war -the inevitable result of the elections set for May 28.
These elections,; whatever the verdict at the polls, would not have sol-
ved the ever growing crisis., Oa the contrary, thkey woulad héye brought
it to an explesive climax. And ir the midst of the nightnmarisk chaos

that weuld have ensusd, only the Cotimunist Party -~the sole organized



O NPOEAPOZ THX KYBEPHHIEONX

power besides the Arny- would have prevailed. Jts persisteant atterpts:
to descend to the Mediterranean erd annihilate the eastern flark of the
Atlantic Treaty would have been crowned with success.

Those who undertook the recsponsibility to restrain this processus
at the very lest minute,; have an individual record of rore thau ten

years' struggle against every shade of Totalitarisnm in favor of Free-

dom and Demccracys. They have never thought of imposing & personal re-
gime. Their awareness of responsibility -=so lacking in others- as wsll
as their sensitiviness as perceptors of the people's anxiety, due teo their
origin as rembers of the armed forces, urged then toward this ventaure.

The success of this vehuure; without any bloodshed -~a success uni
cue in the annals of world history~ is c¢lear proof that the imposed chan-
ge was an expression of the wishes of a grezt majority of the Gresek pec-
ple. The latest events (the counter revolution of December 13; headed
by the Sovereign of the State himself) constituted a second test for the
Revolution, proving once more its necessity, its sway over the people,
and its a&bsolute de factc stability.

On the solemn occasion of this my vritten communication with yon,

I wish to assure the President of the United States of the following:

It is not the intent of the Reveluticn to impose & perranent re-
gine, at variance with the fundamertsl principles proclazimed and cham-~
pioned by the Free World -heazded by the United States of America.

The suspension of only a certain number of articles of the 1952
Cg:stifution is temporary. A new Constitution, brought upr to date, will
eventually be given to the Greek people, no later than 1958.

The regirme of thls country ~Democracy tcgether with a hereditary
Sovereign (Constltutlonal Moparchy)- will remain unaltered.

As soon as-the Revolution has accomplished its missiorn, that is, as
scgon &s it has set the foundations for the economic development of the
country, brought the functions of the government up to date, and safe-
gusrded the democratic institutions from the Communist menace, it will
call upon the Greek people to elect its deputies in a free, gereral and

secrzt vote.
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The National Govermnmeni wovld willingly set the dste of the coun-
try's entrance into the smooth course oI representative government, rid
ers of the past, if this wers prazctically

of 211 the ugliness and deng
11y advisable.

possible and psychological
KMr. President,

When the Revolution of April 21st took place, Greece was much in the
same state as Czekoslevekia had been before February 1948. Ever since

forld War II, Communicm has coveled Gresce for strategic and other rez~

sors. This is why Commurism has.so actively stirred world proparands

)

v

gainst our Naticnal CGovernment, thus influencing -sc you know far bet-
ter than myself-~ a lasrge nunber of npn-Communist elements who shape po-
litics and form public opinion in the Free Vorld,

In this address to you today, the Greck Govermnmernt hopes thzat both
its professions and its assertions will be duly estiwated, and that its
sincere devoticn to its =zllies and to the principles of the Free Vorld
will meet with due response from the Government of the United Stztes of
Arericae.

On the occasion, please allow me to express my best wishes for the

iew Year,

With kindest personal regards,

George Papadopoulos

Prire Minister
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Friday, January 19, 1965 -~ 10:00 AM

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Your meeting with Dr. Chandrasekhar, Indlaa Minister of
State for Family Planning (5:30 today)

Chandragekhar is 49, American-trained (Columbia and NYU)}, and .
by far the most energstic population man the Indians have ever had. You
will want to hear hut his impressive case that birth control is finally be-
coming a serious program in the country where the popuhﬂon explosion
is the most urioul problem.

Chandrasekhar has seen everybody in the governmsent who is relevant
to his problem, and he has made an snocrmously favorable impression on
people who had largely given up on the Indlans -- including people on the Hill.
He leaves with twice as much AID support for his program as was planned
before he came. He knows that we are ready to support as much as he can
ideatify in the way of ressonable forsign exchange needs. {As you know,
population control is not, for the most part, a foreign exchange problem.
Most costs are local costs, payable in local currency. Thus, it is a hard
job for us to find ways to spend the $35 million in AID money the Congress
earmarked for population in FY '68.)

After hearing him out, you may want to tell Chandragsekhar that:

~-v We are eacouraged by his record and his enthusiasm. We will
support his efforts as genercusly as we can.

-- But our Congress pays off on results. We must have evidence
that the Indian Goverament is as serious about population control
as Chandrasekhar. This is important pot only to our support of
the population program, but to all aid to Iadia.

Additional item: As the attached State Dept. talking paper indicates, you may
wish to ask your visitor to convey to his government the importance you attach
to Indian acceptance of the helicopters which are essential for effective
surveillance of remote areas in Cambodia. The visit might be a good way for
you, in general, to put the heat on India on this matter.

W. W. Rostow

RPM/EKH/vinr
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—CONREINENTIAL

TALKING PAPER
PRESIBENT'S MEETING WITH DR. CHANDRASEKHAR
January 19, 1968

SUBJECT: ICC/Cambodia
BACKGROUND

Despite our repeated urgings that the Goverament of
India (GOI) take effective measures to forge the Inter=~
national Control Commission in Cambodia (ICC) into a more
effective instrument £or controlling Cambodia's borders,
the GOI has so far refused to take a clear position.

Mrs. Gandhits letter to you of January 8 was unresponsive
on the nain points at issue.s :

. The specific points on which the GOI refuses to be

‘committed are: (1) the competence of the ICC to increase
its capabilities and step up its activity on the basis of
majority vote within the Commission; (2) the competence of

the ICC to accept any material agsistance from the United
States.

The Cambodian Government itself has lssued a direct
request .on January 12 that the ICC should "within the frame-
work of 1ts competence defined by the Geneva Accords of 1954,
investigate, confirm and report all incidents which might
occur within Cambodian territory and also carry out investi-

gations with a view to revealing and reporting all foraign
.infiltrations in the Kingdom." .

SUGGESTED TALKING POINTS

1. We are faced with very serious.problems caused by
enemy use of Cambodia. Many American soldiers have been
killed in battles in which the enemy capitalized on the
tactical advantage provided by the use of Cambodian territory.

—GCONPEDENE FAle
GROUP 3
Downgraded, at LZ-year intexrvals}
not automatically declassified.
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2,

We are seeking to contain the war and to resolve this
problem peacefully. India has the opportunity and the
responsibility of helping to keep the war from spreading
into Cambodia by seeing that the ICC operates more effec~
tively to prevent violations of Cambodia's neutral territory.

We hope that Mrs. Gandhi fully understands how important this
problem is to us,

2. Urge that GOI issue instruction to Indian ICC Chair-
man to respond positively to Cambodian Government?!s note of
January 12 and to accept the helicopters which are essential
for effective survelllance of remote areas. There are no
legal obstacles to ICC acceptance of the essential machine
to perform its duties, and to raise obstacles on doubtful
legalistic gwunds 1s not constructive. The U,N, Secreta

General has stated only yesterday that the ICC is quite com-
petent to enlarge its activities,
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INFORMATION

Frow
hwy’ ery 19p 1968 -- 9:30 &, m-
Mz, President:
The basic facts on Felix Greene are:
1. He has travelled as a reporter for the San Francisco Chronicle.

2. He has made moviag pictures in Communist China as well as
filmed our prisoners of war ia Hanol.

3. He is a British national married to an American citisen and
haw: lived in this couniry simce 1939.

On December 28, 1967, I asked Nick to look into possibilitiss of
action to deal with Greene. I have, as yeot, no reply; but will talk with
Nick this morning.

W. W. Rostow

WWRostow:rin
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INFORMATION

GONFIDENTIAL— Friday - January 19, 1968

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Resiynation of Jack Irwin

Shortly you will be receiving a letter from Jack Irwin resigning
his position on our Panama Canal nsgotiating team,

Jack has taken this action because: (1) it is clear that negotia~
tions will be suepended until Iate 1968 or early 19469, and (2) he
wants to resume fulletime activity in his law flrm to recoup his
finances < In his letter he will make clear that he ls wiliiang to
resjoin the negotiating team when talks resume.

He has checksd his decislon with Bob Anderson aad Covey Oliver
who zes no problems.

W. W, Rostow
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CONEIDENSIET, Friday, January 19, 1968

MEMORANDUM FOR THE PRESIDENT _ 72'}0/

SUBJECT: Balance of Payments Meeting
January 19, 6:30 p.m. -~ Issues

Trade Measures

~ The three possibilities are:

A. Seek legislation for a border tax of about 2%

We probably could justify it under GATT rules. (We would get
a waiver to exempt imports from developing countries. P

This would be a2 permanent tax. Fowler believes it would be an
important incentive to exporters. Limiting it to indirect taxes may
also limit the ability of Congress to make it higher.

Disadvantages -- Other countries have more of these taxes than
- we do. Many, including some EEC countries would retaliate. If

they did, we would gain little or nothing but would have touched off
trouble,

'B. Ask for a GATT waiver to apply a border tax of 2% on balance of
payrments grounds. ' ‘

The tax would be temporary {e.g., 2 years) and the President would
be given the authority to impose it and to suspend it.

We would consult with other governments beforehand to get their
support. We would need the approval of two-thirds of the members

to get the waiver. . ‘

We could ask for legislation to impose the tax at the time we seek
the waiver in GATT, or wait until after we get the waiver. |

This move also has serious trade policy risks but the surplus
countries might find it more difficult to retaliate.

:SNFEEE'NTIKI.‘ ' |
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C. No legislation now but begin negotiations with our trade partners
to get concessions from them that would be roughly equivalent to a
$500 million improvement in cur trade position. We could agk for
immediate consultations to lay out the alternatives open to us.

For example, the Europeans could agree to suspend part of was-
border taxes, accelerate Kennedy Round cuts, lower other trade barriers,
uatie aid, agree to IDAfarrangements consistent with balance«of-payments
positions.

Our leverage would be the threat-of unilateral border tax action and
our insistence that they should be doing these things to meect their balance
of payments responsibilities as surplus countries.

This would be the best course of action in terms of trade policy and
our overall economic and political position in the world.

The difficulty -- prospects are poor that we would get very much
this year.

Travel Sy it e

The staff work going onr (in Ernie Goldstein's work and in McKinney
Task Force)fmeet or come close to meeting the target of cutting the
travel deficit by $500 millioxn though primary emphasis on getting
more Europeans to come here and on cutting expenditures rather than
sumbers of U.S. travelers.

You should know that under present estimates the deficit in 1968
will be smaller than in 1967 by $100-$300 million without a program.
{This is largely due to EXPO.)

Lieaving this adide, we could get:

($ million)
1. Lower Air Fares From Europe to U. S, $70

Z. Increase Special Low Fare Charters
From Europe 60

3. Divert U.S. Tourists From Europe to U.S. _
Through Special Domestic Fares 50

CONFIDENTIAL
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4, Fly American (as result President's

balance of payments program) $50
5. Eifect of U.S. Travel Service Program 50
6. Eliminate Gift Parcels 35
7. Voluntary Appéal to Ask Tourists to Cut
- Expenditures by 20% 50 - 100
365 - 415

Legislation
8. Reduce Duty Free Exemptions ’ 50

9. Ticket Tax (5 %) 50

10. Expenditures Tax (in place of Voluntary
Appeal in 7.) 25% tax on all expenditures
above $400 ' 100

W. W. Rostow

ERF:mst
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INFORMATION

Friday - January 19, 1968
MEMORANDUM FOR THE PRESIDENT
SUBJECT: Prime Minister Burabam's Condlition
The doctors at Bethesds report that the Prims Minister’s throat
silment doss not appear to be sericus. He will probebly stay at
the hospital through tomorrow for rest and to complete the regulsr
physical exam.
1 attach Prime Minister Burazham's response to your New Year's

gresting which was deliversd to cur Embassy in Georgetowan on
January 16.

W. W. Rostow

Attachmaent

Prinye Minlster Burabam's responsse to
Presideatial New Year's gresting.
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Response of Prime Minister Burnham of Guyana,
dated January 16, 1968,
to Presiient's New Year's Greetings

"Dear Mr. President:

I send to you my thanks for the warm and friendly
greetings which you extended to me and to the people
of Guyana for the New Year,

My country, like yours, is deeply committed to
the cause of human freedomn and to the maintenance
and strengthening of the democratic systemn. We have
pledged ourselves in 1968 to the continued fulfillment
of these aims and to maximizing our efforts for the
economic development of Guyana.

It is my sincere hope and that of my government
that the New Year will be one of aven closer coopera-
tion and friendship between our two countries, and that
it will bring continued prosperity for all the people of
the United States under your able and enlightened
presidency.

Sincerely yours,

L.F.S, Burnham
Prime Ministar?.

(refer: Georgetown's Embtel 705, 1/18/68)
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January 19, 1968

Mr. President:

As you know, Bob McNamara has long wanted to split off
military aid legislation from economic aid. Katzenbach and Gaud
agres on the merits, but are worried about proposing the split
this year when it may look as though we are trying to hide MAP
in the defense budget to keep it away from people who are worried
about arms sales to poor countries.

McNamara and Gaud discussed the split with Doc Morgan
a few weeks ago. Morgan was less hostile to the proposal than
in previcous years, but said only that he would talk it over with
his committee members.

In the attached, Rud Posats reports that the Republicans
on the HFAC caucused on this gquestion yesterday, and that the
oaly "yes" vote on the McNamara proposal was from H. R. Gross
== the most violent anti-foreiga aid man in the House. Gross
was quite candid ia saying that he would vote for the split because
he thought it wounld kill the AID Bill.

w. w. R'

Attached: ltvexmo to Pres from
R. M. Poats dated Jan 18 '8

WWR:EKH:1lw
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON

OFFICE OF .
THE ADMINISTRATOR January 18, 1968

MEMORANDUM FOR THE PRESIDENT

SUBJECT: House Foreign Affairs Committee Attitudes toward
Transfer of Major MAP Programs to Defense
Departinent Budget

I paid a courtesy call today on Congresswoman Bolton,
ranking minority member of the Foreign Affairs Committee. She
volunteered that she had just come from a meeting of the Repub-

- lican membership of the Committee, where all except H. R. Gross
had expressed strong opposition to transfer of the bulk of the MAP
program out of the Foreign Assistance Act, as proposed by

-Secretary McNamara to Chairman Morgan. Gross explained
candidly, she said, that he favored this change because it would
deprive the Foreign Assistance Act of supporters interested in
military aid and bring about defeat of the aid bill. She agreed
with his prediction and said, "Fair Warning!"

L Ve
] S
Ctadnd [ 12

M%M. Poats

Acting Administrator

| Copies to : Under Secretary Katzenbach
Director, Bureau of the Budget

. IIWTIR OTTIONY ST
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“SECRET--SENSITIVE—
PACKERS

Thursday, January 18, 1968
7:00 p.m,

Mr, Presldeat:

Herewith we are informed by the Romanian
Embassy that our receat guast will arrive,
weather permitting, in Hanol on Monday, Jan, 22.
My guess is this: If they are anxious to move
forward, we shall get a reply in a week -- just
about the beginaing of Tet on January 29.

If they are not in a hurry, it will be

perhaps two weeks before we hear -- say,
February 5.

g
W. W. Rostow

WWRostow:rla
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DEPARTMENT OF STATE S

Memorandum of Conversation

paTR: January 18, 19
Time: 3:00 p.m,

, Place: Governor's Qff:
BUBIECT: Vietnam Peace Talks

"I

. . ‘ Yy

PARTICIPANTS: W, Averell Harriman, Ambassador at Largéﬂﬁg/;
Daniel I. Davidson, Special Assistant, S/AH

Corneliu Bogdan, Romaniad Anbaggadox...

COPIES TO:

Ambassadox Bogdan told the 65;;rnor that Mr. Macovéscu
‘today left for Hanol and that weather permitting he will arrive
in Hanol on January 22, Bogdan presumed this was Hanol time,

On Tuesday January 23, the Soviet government will be informed

by an authorized representative of the Washington talks and of
Macovescu's new mission to Hanol. Ambassador Bogdan did not
kinow who the authofized representative would be but thought it

J would be "probably at the highest level'. When agked what the
Rugsiang would be told Bogdan sald that he had not been informed
exactly but he recalled Macovescu saying they would be given the
gist or a summary of the talks.

—SECRET——NOPFS/PACKERS

Y
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Govetrnor Har;iman asked if the Ambassador had seen the State
of the Unlon sddress which the Governor characterized as con-
firming the San Antonio formula. Bogdan replied that he had and
géw ncchiﬁg new in 1t. The Governor said that he ment oned the
speech because some newspaper commentators said that the U. S. had

" hardened its stend and that he wanted the Romanians to know that
‘the U,S. government hadvnot changed its position. Ambassador
Bogdan recalled that Secretary .Rusk had sald that what he told
the Romanianz 1s what counts and not what was saild publicly.
Bogdan said the Romanlans understand that no advantage is not a
condition bu: a warning.

~ The Governor stated that he was.authorized to iunform the
Romanians that there had been no change in the San Antonio formula.
 As’ the Romanians had been frankly told a bombing pause could not
~continue 1f Hanol toock advantage of it but the U,S. was not
requlring Hatol to agree to any conditions in advance.

The Governor referred to the statements by Bo in Paris.
Bogdan said that they did not contain anything new and if anything

- confirmed what the Romanians had told us. Governor Harriman said
that we did not want to get it confused with the Romanian message.

Ambassador Bogdan sald that yesterday evening after the State
of the Union address Murrey Marder of the Washington Post had
called him at homtand asked if a high quénian official was in
‘Washington, FLogdan had sald that no such high officiai was 110w

~SECRET—NODISLPACKERS
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here but that the First Deputy Forelgn Minister had inspected

the Embassy at the begluning of the year. The Ambassador had

agked Marder what made him inquire and Marder had replied that

there was an item on this in a Washingtoﬁ news letter,

~—EEERET——NOPTS/PACKERS
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W. W, Rostaow
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Thurs., Jan. 18, 1968
1:30 p. m,

Mr, President:

I believe you should read this cry-from-the-heart
of Bill Buady's about the Dedijer case,

The Greeme case to which he refers is one whevre,
at your request, we put the problem of action to
Nick, who concluded there was nothing effective
that we could do under the law,

As you see, Bill wrote this to me; but I'm sure
you will not think the worse of him for putting
these thoughts on paper. And I shall continue
to operate on the principle of no secrets upward,

W, W.R
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ASSISTANT SECRETARY OF STATE
WASHINGTON

January 17, 1968

PERSONAL AND EYES ONLY

Dear Walt:

I am writing in this fashion, and with the know-
ledge solely of the secretary transcribing this, to

say to you what I have said through Nick to the Secre-
tary as well. T

It concerns the denial of a visa to Dedijer. This

came to my attention only today, when I received copks
-0of letters addressed to the Secretary by groups at
Harvard amd MIT that included virtually all the most
solid and respected members of relevant faculties.
When I see names like Marty Lipset, Victor Weisskopf,
Carl Kaysen, Paul Bator, Sam Huntington, Paul Samuelson,
and Arthur Smithies, I tend to read what they have to
say. As you must know, many of these men -- notably
' Sam Huntington, Lipset, and I believe Smithies -- are
just about our last bastion in that part of the world.

- Apart from the caliber of the protest, and its
implications for an early public uproar, I simply cannot
feel that refusing Dedijer a visa is consistent with our
whole basic policy. For example, we have repeatedly
ruled that Felix Greene could stay here as a resident
alien, all the time, even though: his pamphlet on Viet-

nam is the merest notch below what was said in Stockholm.
" Would we in fact exclude Sartre, or even Bertrand Russell
himself? However you or others think about this, I for
one cannot distinguish the Dedijer case from the Greene
case, and I would propose that Dedijer's reservoir of '
sympathy in responsible quarters far exceeded Greene's.

The Honorable .
Walt W. Rostow
The White House



PERSONAL AND EYES ONLY

So this is my personal plea to you to see if
this one cannot be re-examined. I just don't think
we have a valid line of defense, and I think on every
practical ground we will lose enormously if we adhere
to the decision.

I know that you realize the viewpoint from
which I write this -- which includes, for example,
total belief that we acted rightly on the NLF application
"in New York. But this is a wholly different case.
Yours ever,

William P. Bundy
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Thursday, January 18, 1968
SECRET 11:00 a, m,

MR, PRESIDENT:
Your judgment is needed on the following problem:

1. As you know, it was agreed sometime ago that there would be a
48-hour stand-down for Tet __ yamuary 30,

2, Apparestly Generals Westmoreland and Vien, without evidence
of consultation with Ambassador Bunker, went to Thieu and, against his
better judgment, persuaded him to cut the 48 hours to 36 hours. There
are perfectly good military grounds for this, givea the behavior of the
Viet Comg during the Christmas and New Year's stand-downs.

). Secretaries Rusk amd McNamara believe that it is unwise to cut
back from 48 to 36 hours, for two reasons:

~- Hanol could regard it as our changing rules of the game in the
middle of a tense period of communications;

= We could be criticized further for toughening wp our behavior
in a delicate, potentially pre-megotiation situation. (Therxs is
apparently some criticism of your State of the Union message
along these lines.)

4. Tharefore, Secretaries Rusk and McNamara would like to go back .
to Bunker and Westy and reverse the decision, reimstalling the 48-hour
Tet truce. Both do this reluctantly out of respect for Westy, and having
whipsawed Thisu once slready oa this matter.

W, W. Rostow
Stay with 36
Back to 48

See me

\\\J



Thursday, January 18, 1968

Mr. President:

Attached, for your approval, is
a draft reply te the telegram Frank O'Coancr,
President of the New York City Council,
sent you conceraning the U.S. Government's
efforts to aid the victims of the Sicilian
earthquake. '

W. W. Rostow

Approve

Disapprove

ng/;{(%st



24 o

SUGGESTED TELEGRAM TO FRANK D, O'CONNCR

1 share your concern for the victims of the recent sarthquake disaster
in Sicily. I immediately sent a message to President Saragat expressiag
my sympathy and that of the American peeple.

The United States Goverament has responded ptomptiy to the Italian
Goverament's request for assistance in helping the people of Sicily in their
.momut of nesd. A U.8. Army nﬁdlul team has bean in Sicily since
Jamnary 16, flown there by USAF planes which also delivered U.8. donated
supplies, trucks, and food to the disaster aress. USAF planes have also
airlifted Italian suppliss and equipment to the area. The United States
Navy's Sixth Fleet in Naples has donated and is airlifting food supplies to
Sicily.

Other measures, such as additional medical support, are being considered
and I have asked our ambassador in Reme to keep in close touch with the
Italian Goverament to determine how we may be of further assistance.

Private lndivldnah._ corporations and charitable organisations in the
United States are also mebilising assistance br the inhabitants of the stricken
area.

1 assure you that the U.S. Goverament will continue to respond to the
calls for assistance of our Italian friends in this moment of need and 1
f{se]l sure that Americans everywhere will freely volunteer their assistance.

Siacerely, Lyndoa B. Johnson

. jfwlr
ERF:MWG:mst

1/18/68
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SEGRET- Thursday - January 18, 1968

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Ed Korry Reports on Chile

When Ed Korry called on you before going to Chile, you told him that
he is an Ambassador with a built-in “self-starter" who did not need
to be pushed from Washington. The attached report demonstrates the
accuracy of your remark.

After ochserviang the Chilean scene for three moaths, he concluded that
Frel was belng out-maneavered by ths Chilean Communist Party, with
potentially serious implications for Chilean democracy and for us. He
decided to discuss the situation with Frel, which he did on January 3
with good resuits.

Ed's analyslis runs like this: Since taking office, Frel knowingly played
aloag with the "opening to the left' tactic (i.e., diplomatic and trade
relations with Moscow and friendly dialogue with the Chilean Communist
Party ), of which his Foreiga Minister and Ambassador Tomlic are lead-
ing advocates, He did this to eurry Communist support to put through
his “Revolution in Liberty" program. In the process he shunned coop-
eration with democratic forces to the right of the PDC (i.e., the Radical
Party) and increasingly blamed them for hinderiag passage of that pro-
gram. This allenated the Radicals and blurred the sharp distinction
between those who believe in democratic primciples and those who do

not which emerged 30 clearly in the 1964 elections and won Frei the
presidescy. In the ideclogical confusion, the Chilean Communist Party
smartly out-mansuvered Frei by: making a formal alliance with the
Radicals; maintaining their cocalition relationship with the Socialists;
and estabiishing » working intimacy with key members of Frel's owa
party. As a result, the Communists were pushing the goverament into
an isolated position in which Frel seemed to be unable to coatrol his
party and was forced to leam more heavily on the discredited Right for
sarvival,

Ed thinks our policy has been partially to blame for this state of affairs
because we have over-emphasized sconomic support of Frel's program
-« which Ed fully supports -- in the mistaken assumption that economic
performance would produce the political resuits we seek. He thinks the
US Ambassador should be providing more political assistance.
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A chance trip with Frel on Jasuary 3 ~- three days before the Christian
Demoerstic Nstional Coaveation -~ gave Korry the spportunity to ex.
press his concern to the Fresideat. Frel welcomed the discussion and
appareatly respoaded to £4's counsel. At the Convention, Frei had a
hesd-on collision with the wing of his party which wants a further shift
to the left and which won gontrol of the party leadership last July. Frel
won and forced the radleal directorats to resign. He also unequivoeally
attacked the Communiste.

1 think £3's analysis is dead right. The "seif-starter” came into play

at a critical moment. Time will tell whether ¥rei will be able to re-
sstablish a cleanr-cut distinection betwaen the Communists and anti.
Communlistr and win back the conflience of the democratic forces which
slected Aliin in 1964. We are fortunate to have Ed im Chile as Frei mover
toward the crucial mational slection of 1970,

VWe. W, Rostow

Attachoent

Report from Ed Korry la Santiage
of Janunary 10, (A-327).
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FROM : American Embassy SANTIAGO DATE: January 10, 1968
.

IWT 1 LaB } TAR | cygJECT:  Enclosing Memorandum of Conversation "Fitting the

: President for Pants. "
TR M8 AR
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OsSD | USIA NSA EXDIS

Enclosed is a Memorandum of Conversation between Ambassador
—_ — Xorry and President Frei which is being forwarded to the Department
as an item of historical interest.

The conversation was a blunt effort by the Ambassador to influence
the President to adopt a less tolerant view of the leftist rebels in
his own party, of the Communist paxty and of the Soviet Union or the
éve of Mr. Irei's conirontation with his -Christian Democrats at a
junta.

The Ambassador acted because of his conviction that the Coramunists
had dangerously out-maneuvered the Ghristian Democrats and Mr. Frei;
because of his belief that President Frel had too long tolerated, if not
supported, the PDC tactic of an ''opening to the left" towards the
Communists; and because of his persuasion that democratic forces in-
Chile might be severely weakened unless the Chilean President v,
demarcated more clearly -- and did so now ~= the line between :
Communist and anti-Communists in Chile.

. !! ‘—)
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The subsequent speech by the President on January 6th /three days
later) to the Junta Nacional of the Christian Democratic Party
appeared to achieve U.S. purposes. Mr. Frei did for the first time

in public confront his rivals in the party and did force their withdrawal
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Santiago's A=327
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from pre-emment roles; Mr. Frei for the £1rst t:Lme since taking office
attacked the Communists unequivocally in the same terrs as in His
electoral campaign. :

As predicted by officers of the Embassy subsequent to the Ambassador's
‘conversation and prior to the President's speech, Mr. Frei still has a
very lively interest in and respect for the views of the representative of
the USG; they, unlike the Ambassador, predicted accurately the impact
" on the President of the Ambassador's arguments.

KORRY %
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American Embassy Page #l ‘
Santiago, Chile ?ﬁ-:—_
EXDIS MEMORANDUM OF CONVERSATION
SUBJECT: Fitting the President for Pants
PARTICIPANTS: President Eduardo Frei

Minister Sergio Ossa, Minister of Public Works
Minister Juan de Dios Carmona, Minister of Defense

Ambassador Edward M. Korry
PLACE; Abocard Presidential Aircraft Enroute to Concepcién

DATE: January 3, 1968

1. While awaiting the arrival of the President at the airport, I had been
discussing with Carmona the political situation in Chile. I asked Carmona
" if he had seen the article in Time magazine {January 8) which I had just
acquired and which reported gloomily on Frei's and the PDC's prospects.
I told Carmona the USG admired the purposefulness with which President
Frei and the GOC pursued its social and economic goals; however, I had
considerable difficulty in understanding their- political tactics. Perhaps it
was my newness to the area but many of the attitudes of the GOC and of the
PDC appeared to me to be facilitating the objectives of the Communist
Party and of the Soviet Union. For that reason, I could not share the
optimism expressed by the President and his pre«New Year's press
. conference a few nights earlier. Carmona asked if I would like him to
convey these sentiments to the President. I thanked him for his interest,
but said I would prefer to tell the President directly and would seek to do
so during the pending journey.

2. At that moment the President arrived. He inquired as to the subject

of our talk. (Ossa also joined the discussion in the President’s compartment
of the plane.) The President asked what I thought of his press conference.

It was a polished performance which had incorporated the best of Washington
and Paris styles, I thought. He asked in what way was it different from
JFK's. I noted that in the case of our presidents, there was no prior
submission of questions. Frei appeared a little nettled by this statement

of fact and expressed at length that he did not have the kind of human

e CRIET
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resources available at the Moneda which would facilitate his detailed
replies in a grueling spontaneous press conference. However, he was
extremely pleased by the impression created by his conference,
emphasizing that more than 80% of all Santiago potential viewers had
seen the TV cast. This figure was considerable higher than, for
example, the polled audience for his two part TV special on two nights
in late November. Thus, he concluded, the public preferred the give~
and-take format of a press conference to a cut-and~dried discourse.

3. When the President asked what else I had thought about the press
conference, I repeated with considerable detail what 1 said to Carmona
(paragraph #1). Underlining that whatever I said was personal and
tentative in view of the short time I had been in Chile, I remarked tha.t

it was possible that the situation in Chile was changing so fast and
favorably for the Communists and that Sov1et “needs in a global framework
were evolving as well in such a concentric fa.sh1on, that it was pos51ble

1 il L TGN B 20r Tom b s e

that Chile would no longer be regarded by Moscow as a “routine long-term
target of opportunity; it mlght now become one of more n:n—.r‘rxedla—femb,rid’—-
more propitious interest. 1o the long term, general USSR obJectlve "of
diminishing U. S. influence and of establishing a Soviet position could now
be added the fundamental difference between Moscow and Havana tactics,
the Soviet desire to impose its discipline not only on Mao but Castro and
the rest of the communist world, and the surprising ease with which the
communists and their allies were making headway in Chile. All of this,
to me, created avenues of opportunity for the Soviets and their unfailingly
loyal instruments, the PCCh.

4. The Communist Party of Chile was not only the most intellegently led
of all communist parties in the hemisphere, but was probably the most
effective political entity in Chile. The Soviets might well decide that for

a fairly modest investment of $20 to $30 million, well-placed and executed
with energy and skill, could in the present conjuncture of Chilean and world
events provide a variety of dividends in the very short«term. By
demonstrating for example, that a copper processing plant could be
provided quickly with full Chilean ownership and could be acquired via
very concessional terms, the Soviets would be reinforcing the main
economic argument pushed by the C ommunists, the Radicals, the
Socialists and even a part of the PDC. These groups argued that there
was a real alternative to the present structure of Chilean society, to the
importante of foreign investment and to the function of private Chilean
enterprise. At a time when the Popular Front electoral tactic within

Chile was gaining momentum such a ploy could spark a mutually~beneficial
interaction. ’

SECRET
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5. Whether the Soviets did or did not, I had the uneasy impression that
the PDC itself had helped most to smooth the path for the advance of
thc, Cornmunlst Party s goals. ngh Eersonalltles 1n tl"e PDC > had arg,ued

rrrrr

popular movement -~ whether a formal pohtlcal alllance or m_f_g;ma.l
understandmg ~- was needed in Chile to assure the execution of PDC

- i o e

goals. They had catered to more neutrallsl., more, socvahst goals. 1
wanted to emphas1ze my conviction that some who ¢ espoused these views
believed they were being ultra=clever in outmaneuvering the communists
but were not in my judgment involved in seeking to impose a made~in-
Moscow program. Nonetheless, all involved in this a.mateur undertaking

e 1

had contributed greatly to the erosion if not destructlon of the Jfundamental

LR,

psychological b arrier separating those in Chlle “who believed in democratlc

i g R s e 1o

principles, parties and processes from thoee who did not.” It was one thing

o spa i [P

for a Foreign Minister to seck to cater or to emulate de Gaulle while in
Paris; it was another thing to forget that de Gaulle, "Whatever else his
objectives, never lowered the barrier between the Frehch people and the
Comxnumst Party ofp Fra.nce =~ that is, de Gaulle always referred to them

e e Yrmoa,

as outsiders who could not be accepted in the normal framework of political
life in France and he distinguished between internal and externzl neutralism.
But this distinction had been 1nvolunta.r11y or dehbera.tely removed from

o A

Chile by the PDC in the past two to three years its removal had enabled tbe

P A Oy S Cmanp ST R TR Y= edwen

Communist Party to arrive at very a.dvanta.geous tactical position: == &
formal alliance with the Radicals, maintenance of the FRAP rela.tlonshlp with

TR A A e e

the Socialists, and, at the verymfea.s.., a worklng mtlma.cy w1th ‘meémbers_ofthe
PDC's directiva. The Communists were pushing the government into an
isolated position in which Frei seemed to be unable to control his own party

PR PE Ve

and was forced to rely on the support ‘of the dlS credited nght for surv1val.

Ry i~y g

Frankly, I had suggested that Washington ask Ambassador Tomic why we

or anyone should reject a PR alliance with the Communist Party when he
had been urging U. S. understanding for a PDC alliance of some kind with
the Communist Party. If both the PDC-and the“EB:M}y“e};evdemocratlc Part*es,
why would it be intellectually more accepta.ble to anyone to favor one rathex
than the other entering an alliance with a party whose only ob;_e_c:.i:_lye and role

was to implement faithfully and effect1vely Soviet pohcy in Chile and 1n ‘
Latin America. -

T SN ARSI T a7 ® s e

6. The President interrupted at various stages and the following are some
of his comments:

would be
a. Whether the U.S. agreed or disagreed, he/sses phi losophically an
anti-communist because he could never accept anti-democratic pri ncmles.

If Valdes had said such nonsense in Paris, or if Tomic had made such an

SECREP
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absurd argumecent in Washington, then we had every right to ask such
questions since it was an untenable argument and he knew it.

b. My analysis of the situation was right as it related to the

A v e

Communists and to the Soviets. The Soviet Ambassador was indeed

now p pushlng very ‘hardthe idea of a Soviet copper processing mill which
would be paid for by Chilean exports of copper. No GOC could refuse
such an offer. Moreover, whereas the communists in Congress for the
first two years of the PDC administration had been rather halfhearted in
their opposition to his Government and had even cooperated with it at
times, now they were the spearhead of the antiegovernment forces and
totally disregarded everything except their desire to discredit and destroy
Frei.

c. It was true that certain members of the PDC had close relations
with the Communist Party and had no real interest in the objectives of the
PDC. He hoped to deal with them in the coming junta (two days hence).

d. Perhaps there was some merit to my suggestion that the GOC
seek to extract a price from Moscow for any economic agreement ==~ for
example to get Moscow to persuade the Chilean Communists to reduce
the number of politically~inspired work stoppages in the coming year.

e. The Radical Party was a democratic party. It no longer had a
philosophy, but it had a tactic. Many of the Radical leaders could be
bought. Some had indeed asked to be bought., Exceptions to this
opportunism were Baltra and Duran. But some ~=-~ Miranda, Movrales
and others == were for sale to those who had the stomach to buy. He
didn't. (A suggestion?)

f. If it were true, as it probably was, that the Soviets might be
assigning a higher priority to the Chilean opportunities than Chile would
be of greater importance in the struggle for the minds of men in Latin
America than even Cuba. While he was not making any formal or even
informal proposal, some time between 1969 and 1970 it might well be
worth say $30 to $40 million for the USG as an investment in Chile to avoid
losing here what had been lost in Cuba where it was costing the Soviet
Union almost $400 million a year. He meant aid in a form that could be
of psychélogical and economic benefit.

g. He had just received the most detailed public opinion survey ever
made in Chile from Mario Hamuy. Among other things, it had demonstrated

—SEGRETL.
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that 10% of the Chilean public rated the President as "excellent' and
some 60% had rated him either ''good" or ''very good'' in performance.
‘The survey also had brought out that the wage readjustment proposal
was extremely unpopular. It showed that the PDC had slid considerably
in the last three years to a level of 41% (sic!) of the country while the
Communists had gained 4%, the Socialists 2%, and the Radicals had slipped
""several points." (The President obviously believed these figures; 1
refrained from pointing out that a similar survey by the same pollster
proved equally erroneous at the time of the municipal eléctions. )

7. Comment: In politics, opportunity must be swooped upon like a hawk
for results are obtained by exploiting opportun1t1es.

The conjuncture of events of the past two years in Chile has, in my
inexpert view, presented President Frei with a unique, and most likely,
a final opportunity, to advance his and our interests through a very gloomy
situation. This being my conviction, I welcomed the fortuituous occasion
of an innocuous plane=ride to urge my captive VIP to spread his own wings.

The urgency for decisive action by the President is created by the
imminence of the Christian Democratic Party conclave at the end of the
week. This party junta will, in effect, decide who is to run Chile for at
least the next year, how it is to be run, and in which direction. As Frei

told the nation only a few days earlier, the country cannot be led by two
heads.

Intervention by the U. S. Ambassador at this stage was particularly needed,
I feit, because of the W1debpréaa reports ‘that once acram, the T’re.:ader\t vnll
-é—ﬁ-y‘ffafnmar{ opehmtza-gtmof strength with his ~part:y and other opponents fmd W1ll
opt, however reluctantly, “for still another of the polltlca.l panerlngq-sover
for which he has a pred1lect10n. Equally’ 1mportant is that the conaruénce
of problems offers,in my view, a particularly propitious occasion to

persuade Frei to stabilize Chilean politics if not its economy.

It seems to this newcomer that the USG has skillfully evolved an AID pxogram
to Chile of innovation and of sophistication. It both reinforces and 1nﬂuences
the Frei Adm1n1strat10n S goals of stabll1zat10n w1th1n the franlf_,v{'ork o a o
”Rcvolutxon ‘in leerty. W In Chllc, .,here is. no doubt that the U S s,

identified with progressive social and economic goals.
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It is this identification with Alliance for Progress targets that has
cost the U.S. its political support of its more traditional friends in Chile =e’
the landlords, the empresarios, and the political extension of these
traditional forces. While this evolution should not be larmented, it is
regrettable that the PDC (as distinct from the GOC) and that other Centerw
left force, the Radicals, have not filled the vacuum but have also moved
into positions of official enmity on almost any issue of consequence to the
U.S. In few other places in the nonecommunist world is anti-Americanism
so impersonally institutionalized. While there are historical and other
reasons to explain this phenomenon, I am convinced that both we and
President Frei are not without blame and that both of us lose effectiveness
in our shared goals in Chile and in Latin America.

In our identification of the U.S. with the Frei program of Revolution
in Liberty, perhaps we have tended to be over=tolerant 11'1’Ro]1t1cal terms
and overwreliant on economic measures. We have, happily, laid down
very tough criteria for our aid money " We have done so because the GOC
goals are the right ones, which they most assuredly are. Unstated, I
suppose, is the parallel assumption that progress towards them will also
improve the political situation. Hence our ''intervention' is directed to the
"safer' economic sphere.

To idealize is to over-estimate. To state the Chilean case in terms of
being the one and only alternative to Castro in Latin America 15 to over-
gamble; to remain ''a part'' of the cabinet of a President entering his final
three years of the Presidency is to overwneutralize U.S. influence. It
strikes this observer that there are, however, opportunities for utilizing
U. S. influence subtly and effectively to protect and to promote the
"Revolution in Liberty. "

In the past year, Frei has misjudged almost every significant political
event in Chile. He appears to be irnpressed by political polls reporting
unvaryingly his own popularity. He tends to blame political setbacks
uniquely on the incapacities of his associates. He has not yet related
either in private or in public, to the best of my knowledge, his political
role to the political results of the PDC. This gap must be bridged by the
U. S. '

The going was rough in 1967 for Mr. Frei, not only, and perhaps not
even principally, because of the inevitable slowing of the ""Revolution'" and
of economic gains. Politics is Mr. Frei's profession and it was in that
sector that he appears to have been so unprepared for the unsettling
happenings of the past year. He risked his prestige on the municipal
elections and lost; he fumbled’ away two senatorial byw~elections; he
did notl}lng effective (if anything at all) to counter the prevailing view of

Kok e -
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his party that the country was ''moving inexorably to the left" and that

the GOC and the PDC had to move with it. Rather, he put his effort into
the strengthening of relations with the Soviet Union and other communist
countries; he tolerated the establishment of ILASO offices in Chile; and
above all, in the view of this novitiate, he was maneuvered into facilitating
the strategy of the Chilean Communist Party.

Frei is too welleinformed, too much a veteran of the political struggies
of his Congress and his party, too knowledgeable of his PDC associatez, to
be ignorant of either the spirit or letter of the '"cpening to the left" tactic
as practiced by, say, Tomic or Valdes. He accepted it; he supported it;
indeed, he catered to it through his actions as Chief of State in dezaling with
the Soviets and as head of party in maintaining the Chilean Right as the
national public culprit. He did so, in my judgement, because he was
convinced, as have been many politicians in similar circumstances in other
countries, that implementation of his program took the top priority.

Frei knows (as he said in our talk in the Moneda Dec. 19) that it is the
Right of Center that elected him and will elect the next PDC President.
However, he calculated that thé acquiescence of the Left was indispensable
to the attainment of his electoral pledges. Only with the eventual support
of the workers, Tomic, Valdes and others have argued, can the PDC gain
an electoral momentum for the future and their promised land of
""communitarianism.' Frei unquestionably approved the tactic of the
opening to the left. His comment, reported in this despatch -« that after
two years of "halfehearted'" opposition {and the implication of friendly
informal relations) it was a surprise to have the Communists emerge into
such open hostility == is indicative of his past naiveté.

I sense (and no more than that) that Frei was a party to the Tomic~
Valdes tactic =« that he shared the conviction' of these two political miniw
squirts that they could outmaneuver the Communists. Valdes and Frei
are also persuaded that the U.S. '""'would and should understand'' this
maneuver in ocur shared interest of executing the PDC's Revolutioni. For
his part, President Frei has convinced himself that the '"independent' and
rightist voters of Chile who elected him in 1964 will patiently and tolerantly
be on tap for the PDC in 1969 and 1970 whatever mixture is concocted with the
Communists in the interim, Whether he has given much thought to U. S.

options is unknown to me; perhaps he has taken for granted our sympathy
and inaction at this stage.
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What is known is that he has under~estimated/Chilean CP. They Lave
explcited every opportunity to expand the Marxist bridgehead in the PDC;
they have played turnaround with the Tomic«Valdes tactic and used it to
entice the Radicals into the kind of opportunistic alliance the PCCers were
relishing for themselves; they have maintained their dialogues with both
factions of the Socialists; and they have seized the unexpected fat issue of
the ¥rei wage readjustment package to consolidate these gains.

These are not felicitous pointers to the elections of 1969 and 1970. Nor
are they encouraging for U.S. interests. For a President entering the
last half of an un-extendable term, for a party which has naively and
arrogantly assumed its continuation in office for a decade, and for a friendly
power (the U. S.) with immediate tangible interests as well as long term
ones, the time for a clearing of illusions by the U.S. representative was, to
say the least, opportune. '

My use of the Soviet Union to launch this discussion was of Byzantine
inspiration. It provided a facile explanation to Frei for the "switch' in
CP tactics. He readily accepted the notion that Chile is so important that
the USSR would (as it might) see Chile as a counter=-poise to Castro, If
Washington did, Frei could reason, then why not Moscow. The Soviet bogey
also had the added advantage of furnishing a handle on which to hang warnings
against expansion of Chilean«Soviet ties and of reinforcing recognition oi what
unfortunately is often pooh=poohed here, the direct link between the CP and
its Kremlin patron.- ' :

AMB:EMKorry/flb 1/3/68
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Thureday - Janusry 18, 1968

MEMORANDUM FOR THE PRESIDENT

SUBJECT: New Year's Message from Hoaduran President

President Lopez of Hoaduras seads the followiag reply to your
New Year's message through Ambassador Jova:

"Dear Mr. President:

1 greatly appreciate your cordial New Year's
message, abounding in good wishes for my
compatriots and myself. I trust, as you
express it, that the New Year will bring
excellent opportunities for cleser cooper-
ation between cur two countries with res-
pect to the Alllance for Progress and I also
firmly belisve that in 1968 Hondurss and the
other countries of Central America will
achieve a better standard of living for their
peoples. 1 reiterate my best wishes for a
happy and prosperous New Year for the
American people and for Your Excellency
whose always devoted friend I am honored
to be. "

W. W. Rostow

(reference: Tegucigalpa's Embtel 1145, 1/17/68).
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Wednesday, January 17, 1968
6:50 p.m.

Mr, President:

H.”ﬂ‘h Ambq Bunker's “.u’.
It gives a good fael for both problem
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Wednesday, January 17, 1968

FOR THE PRESIDENT FROM BUNKER (Saigon 16225

Herewith my thirty-fifth weekly message:

A. General

I indicated in my last weekly message that I would be sending my assessment of
problems and prospects for 1968 in my next message. Ihave now deferred this
for a week in order to assure that a more careful and comprehensive analysis can

be prepared. The following report, therefore, covers normal developments of the
past ten days.

Vietnam is now entering its annual pre-Tet lull when most activities are either
slowed or halted altogether in favor of preparations for the great annual Tet
_holiday, which is a celebration which resembles our Christmas, New Year's,
and Thanksgiving all rolled into one.

Indeed, the approaching Tet season is the official explanation of the reason given
for calling a halt to the conflict between the government and the labor union which
arose because of the demands of the employees of the former French-owned power
company for pay increases. The strike had already spread to other segments of
the work force. Although there were other compelling reasons for calling a halt
to the conflict between the government and the labor union,. following a meeting of
labor leaders and government officials which lasted until 3 in the m ng, the
labor union yesterday issued a communique stopping all strikes in t... .aterest of
not inconveniencing the people before the Tet holiday.

If the Tet spirit helped to smooth over the clash between the labor union and the
government, it has not yet allayed the wide-spread concern about the possibility
that the U. S. will make a deal with Hanoi or the National Liberation Front which
will ultimately result in a Communist takeover of South Vietnam. The Trinh state-
ment on negotiations set off a wave of speculation that continues to touch all facets
of Vietnamese political life. The Senate discussed the question of the Vietnamese
Government position with regard to the National Liberation Front on January 3, and
most speakers stressed their belief that coalition government is a Communist
tactic aimed at accomplishing by political means what they have failed to do by
military action. The Chairman of the Senate as well as a number of other Senators
and Lower House Deputies have expressed their deep concern to us privately.

Some military leaders have gone so far as to talk privately of a coup if a coalition
government seems imminent. Even militant Buddhist leaders and "'struggle"
elements have expressed such fears and counseled against any dealings with the
National Liberation Front which will give the Front any status other than that of
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Hanoi's instrument. These fears have been echoed and agitated by the press.
For six weeks, editorial comment has been dominated by such things as the

possibility of U. S. recognition of the National Liberation Front and the bogey of
coalition government.

President Thieu has responded to these anxieties by a series of statements designed
to show that he is determined to oppose and prevent any policy moves from any
quarter which will result in a Communist takeover here. On January 5, he told
journalists that he will crush all peace moves which favor the formation of coalition
government. He made several similar statements in the following days, and on
January 15 made a major speech in which he set out the government position on the
peace issue. He warned against a bombing pause without an)'{l reciprocal action by
the Communists, and he said that the Communists are trying to get the allies to
negotiate with the National Liberation Front in order to '"obtain acceptance of a
'coalition government' in which the Communist elements, as Trojan horses, will
gradually take over the whole of South Vietnam." '

I think that Thieu's remarks reflect his own general thinking, though he is per-
sonally more flexible that the uncompromising tone of his speech might seem to
indicate. For example, he repeated to me recently what he had said as long ago

as last August that he could and was not unwilling to probe the National Liberation
Front but that this must be done secretly and that he could do nothing unless and
until public speculation and talk subsided. But whatever his personal view of these
matters, the speech certainly reflects his re