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Mr, President:

A relatively quiet day at Khe
Sanh and the DMZ:

«« 211 tens delivered;
-- eaemy bharassing fire
relatively light.

W. W. Restow
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MR, PRESIDENT:

Abe Feiaberg thinks Walter Heller would
be excellent, That is not only hia own view,
but he has checked with those who have worked
with Heller since be left goverament. He finds
the judgment universal.

W. W. Rostow

BETLMINED TO BE AN ADMIN'STRATIVE
unuua CANCELLED PER E.O. 12353,
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‘SECRET Tuesday, March 5, 1968

MEMORANDUM FOR THE PRESIDENT

SUBJECT: NESC Meeting on Latin America; Noon, Wednesday, March 5

ITEM 1
The purpose of the meoting is to discuss our pelicy and the
preblems we {ace in Latin America during 1968.

There is atitached a paper, "Inter-American Region --Pelicy
Objectives and Problems--1968, " which has been circulated to Council
members. (Tab A) A cne-page susamary of the paper is at Tadb B.

Secretary Rusk is prepared to start the discussica by
summarising the paper. He may call on Assistant Secretary Oliver

o  putyA WRIBATY
{(Aupistant-5 < |inedata
Latk T M« e
which-bogin

Should you wish to ask questions, here are four:

1. What can we do to preveat a clash between the Robles and
Arias factions in Panamw which could spill ever into the Zone and
- set back the gains we have made in the treaty negotiations ?

2. Do we have a plan for reiavigorating the OAS to put before
the new Sscretary General, including making CIAP an effective
instrument for pelicy and actioa? )

3. Do our Ambassadors in Latin America appreciate the
importance of “preveative medicine” in combating communist
insurgency and are they makiag maximum use of our military and
police programs ia this regard?

4. What can we do to get the La“'~ Americans to move toward
economic integration as they agreed . Punta del Este?

"~
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- To concluds the discussion, you may wish to direct that:

L Maximum efforts should be made to maintain political
stability and encourage constitutional precedures in Latin
America, in erder to keop up the "no-military-comp™ record ia
existence since July 1966. '

2. The changs of guard at the OAS should be used to project
a new image of creative, dysamic leaderkhip for the OAS. In
the process, CIAP should be revitalised to give the Alliance for
Progress the leadership it was designed to provide.

3. A report should be prepared on the steps which might be
taken to persuade the South American countries to move forward
on sconomic iategration to mest the Punta del Eate schadule.

ITEM 2

If time permits, Deputy Undar Secretary of State Bohlen will

be prepared to give a brief repert on the tactics used by the Soviets

in attempting to coatrol Communist Party lsaders' meeting in
Bucharest. and scheduled meeting in Sofia.

W. W. Rostow

BKS:amc
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INTER~AMERICAN REGION

Our major policy objectives and problems for 1968 are set
forth below under two principal headings, multilateral and
bilateral.

MULT1LATEBAL

I. Alliance for Progress

Our major objective this year is to maintain the forward
womentum of the Alliance for Progress toward achievement of the
goals set in the April 1967 Summit Action Program. This will
require maximm effective utilization of reduced AID appropria-
tions (especially for education, agriculture and the development
of institutions that strengthen democratic growth - Title IX),
increased efforts to accelerate Latin American action on resource
mobilization and constructive economic and social policies
(especially economic integration), and incressed external economic
assistance from other Free World sources.

Our wajor blem iz how to dispel growing Latin doubts about
the sincerity of the U.S. commitment to the Alliance and how to
galvanize the lLatin American govermments to move rapidly forward
on bold economic and social reform programs. Appropriation cuts
this year and possible restrictive trade legislation have aroused
serious anxieties in Latin America. There are also signs that
some Latin American governments are reluctant to take the next,
more difficult steps necessary for development and some have not
enlisted the full cooperation for achievement of Alliance goals
of those who share economic and political power. Latin American
exports dropped seriously in 1967, thus intensifying Latin pressures
for trade assistance. Progress on economic integration within the
LAFTA area has been limited and there will be considerable problems
in 1968 in inducing the larger countries (Argentina, Brazil, Mexico)
to take a leadership role. '

=«-By shifting some AID funds from less to more deserving
countries and by making stronger efforts to obtain inputs from
multilateral and other sources, we can blunt the £11 effects of
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this year's appropriatiom cut. Partial untying of aid would also
be helpful. But next year's Congressional action must unequivocally
show our determination to meet our commitments.

-=~The Central American Common Matket faces a number of
wmonetary and trade difficulties. We are studying ways to assure
the continued viability of the CACM and we shall support other
temporary sube-regional trade areas, such as that formed by the
Andean countries, as stepping-stones to a regional Common Market,

-=-=~We shall continue our efforts to find ways to strengthen
the Inter-American Committee on the Alliance for Progress as a
multilateral policy-making body.

--=More and more Latin countries are showing an interest in
family planning and we are assisting those which ask our help,
but more effective Latin American action is needed. Any U.S,
involvement must be undertaken with full awareness: of Latin
sensitivities.

-==The Latins believe, and we agree, that a more rapid
expansion of their exports is essential to their development.
One of the principal thrusts of our AID programs is toward
creating conditions of financial stability, not only te promote
development, but also to make possible increased and diversified
Latin American exports on a competitive basis. We have reached
agreement - in principle with the other OECD countries on some
system of generalized preferential tariffs for all developing
countries by the developed countries. We have joined in the
establishment of a Latin American Export Promotion Center. Finally,
we have made clear that the Administration will continue to oppose
proposals for restrictive trade legislation. Still, we can expect
presasure for U,S. preferential tariffs for Latin American products,
especially if there is no progress on the temporary generalized
preferences for all developing countries.

~~-If we can resolve the soluble coffee 1ssue, favorable
Congressional action on a new International Coffee Agreement
seems possible. Failure to renew the agreement will hurt
severely in Latin America and will be laid at our door. We &lso
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will probably be holding continued discussions om possible cocoa
and sugar agreements.

~eelje must continue our strong support for those democracic,
forvard-looking govermments willing to teke the political risks
inherent in bold social and economic reforms.

«eniinless we maintain cthe forward momentum of the Alliance,
we can expect an increase in the 'what have we got to lose"
attitude already becoming apparent in a few Latin American
countries, and a resurgence of political polarization and instca-
bilicy.

1X. rr L the

Our objactive is a wore dynamic and efficient Organization
of American States which will assuvme greater regponsibility in

the promotion of latin American development and the limfitation
of Latin American militery expenditures affecting economic
development resources.

% in achieving & more effective OAS has been the
lack of e t adminigtration and executive leadership in the

OAS Ceneral Secretariat. We expect this situation to improve
with steps now being initiated by the Secretariat and with the
olection of Galo PLAZA Lasso as Sccretary General.

w=efie favored the eclection of the most capable available
candidate as Secretary General of the OAS and hence we supported
Plaza for this post. While we were willing to support a non-U.S.
citizen for Assistant Secretary General, we consider it isportant
that a 0,8, citizen be appointad as Assistant Secretary General
for Administration, a position yet to be established, in order
to help assure much needed adminicstrative improvements, We
beliave that there will be 3enara1 support for this from the
other member states.

=-=Ratification by two-thirds of the OAS member states of the
1967 Protocol of Amendment to the OAS Charter, thus bringing it into

SEGRET
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force, will be an important step toward a more effective organi-
zation. The Protoctlis now before the U.S8. Senate for its advice
and consent to ratification and we anticipate approval shortly.
Thus far, three OAS member states have deposited their instruments
of rati€ication.

IXI. Subversion and urgenc

Our objective is continued improvement in the capabilities
of Latin American countries to control and eliminate subversion

and insurgency and the establishment of subregional cooperative
security arrangements, particularly in the Caribbean area.

The main blem is that Castro's Cuba continues to advocate
and support "wars of national liberation", and that the Latin
Anerican countries remain a prime target of direct and indirect
subveraion by Cuba, the Soviet Union, and, to & lesser extent,
Communist China.

~=<The commumist movement in Latin America has lost ground
in recent years. Much of the initial enthusiasm for Castroism
has cooled and factional rivalries have produced divisions in
communist ranks in meny coumtries. In 1967, communist-supported
texrorist and guerrilla groups were effectively eliminated in
Bolivia and Nicaeragua, suffered serious setbacks in Guatemalsa
and were brought largely under control in Colombia and Venezuela,

--=0fficlal Cuban statements and the record of Cuban activities
clearly indicate that Havana continues to seek opportunities to
foment and gupport armed violence, both urban and rural, against
other Latin American govermments.

-==The security forces of sowme Latin American countries still
have serious deficiencies in such areag as intelligence collection
and analysis, communications and mobility. Prudence requires
continuing MAP support in those countries where there are still
active insurgencies and in those which are inherently vulnerable
to insurgency because of geographic location or economic, social
or political conditions,
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-==We shall continue to foster regional cooperation against
subversion, e.g., through the 0.,A.8., combined military exercises
and periodic meetings of the Ministers of Interior of Central
America andd Panama,

~=-We shall continue our efforts to strengthen and expand
sub-regional security arrangements. We are trying to persuade
Venezuela to take the initiative toward improving and enlarging
security arrangements among the Caribbean basin countries. Emphasis
would initially be on police-type measures.

IV. Military Equipment for Latin America

Our objective is the avoidance by Latin American countries
of non-essential arms purchases and maintenance of U.S., military
influence while coordinating defense expenditures with economic
and social needs.

The main problem i{s that our views differ from those of
some Latin American countries with respect to their military
and security roequirements and they insist that the determination
is their sovereign prerogative. Contributing to the problem is
the fact that much Latin American military equipment is &t the
end of {ts useful gervice life and the replacement cycle is
peaking at a time of growing Congressional impatience with Latin
Anerica's view of its security problems.

--=We have been extremely selective in the types of equipment
we have made available, but our leverage is limited, especially
since military assistance is bedng curtailed more each year.

~=~Quyr attempt to obtain a Latin American "non~-receipt"
agreement at Punta del Este resulted only in an imprecise
statement that unnecessary military expenditures would be
eliminated.

: ~--lie are strongly urging that defense expenditures be
coordinated with development needs and that expenditures for none
essential equipment be avoided. An expensive round of arms
acquisition would have the most serious results. Even limited
axms purchases are: alnost certain to be blown out of proportion

in Congress.
—SECRET—
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--=lje shall continue our effort to put the Latin American
arns queation, particulerly legitimate modernization needs, into
batter perspective in this country and to urge moderation on
the Latin Americans.

~==ije ghall intensify our efforts to obtain an undara:nnding
oa the arms problem &én & multilateral Latin American forum.

--«le must seek the toleration of key Latin Governments as
we seek the facts we need to apply the Symington and Conte-Long
smendments to the FAA, The issue {s one that could stir up
nationalistic sensitivities and could lead several governments
to adopt a generally uncooperative attitude toward the US,

-==]f we go too far in our restrictive policy, the Latins
way turn more and more to Europe for their equipment needs, as
they see them, with resulting reduction of our influence and
adverse effects on owr balance(?t payments.

V. Marine Jurisdiction

_ icmediate objective is to achieve & cessation of seizures
of our tuna EiaEIEE boats by Ecuador and Peru.

The main Eggglam is to find a mutually acceptable basis
on which Ec and Peru, with the concurrence of Chile, will
cease seizing oux vessels and at the same time to avoid a
confrontation over our position of & 3-mile territorial sea and
& 12-mile fishery zone and the CEP position of a 200-mile terri-
torial sea or, in Chile's case, fishery zone.

--=Fishing grounds off Ecuador and Peru supply an important
part of the U,8. tuna catch, which is valued at $45-50 million
annually. In the past 15 years, Ecuador and Peru have seized and
detained numeroue tuna boats oa the high seas, occasionally firing
on them, and have fined their owners for unlicensed fishing inside
the claimed 200-mile limit. License fees and fines, slways heavy,
were tripled by Ecuador last year. These incidents have aroused
wembers of Congress to propose various punitive and retaliatory
megsures. The frequency of incidents since March 1967 has been
low, probably owing to restraint on the part of Ecuador and Peru
induced by our diplomatic pressure and, since the first of the year,
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to a tie-up of the tuna fleet, Departure of the fleet for the
gouthern grounds is imminent and will incresse the danger of
further incidents.

-«~We sent a special team to the CEP capitals last year to
discuss the feasibility of a technical and scientific conference
on fisheries that would encompsss practical arrangements to end
the seirures while reserving both sides' legal positions, We are
awaiting a joint CEP decision to our proposal regarding the
scope of such a conference.

-==Should our efforts to end the seizures by negotiation
fail and further iancidents occur, sitrong repercussions in the
U.8, fishing industry and the Cougress are certain, especially
if U.8.~supplied patrol craft make the seizures. We would then
have to consider what other measures are available. Internmational
sdjudication has already beean proposed and rejected by the CEP
governments. Other measures that have been approved by Congress
include a cutback or cutoff of economic and military aid and
taking back vessels on loan to the offending country.

,
1. Beolivia

Qur abjective is for Bolivia to maintain its econonmic
stability without adversely affecting its economic growth rate.

The main problem is that Bolivia faces a large budget deficit
which may be aggravated by demands for wage increases.

--=Although the Bolivian Govermment has overcome the Cuban-
directed insurgency, various labor and student groups retain
the capacity to provoke violent disturbances and would exploit

any weakening of the economy.

~-«In reaponse to a GOB request, we are considering & $4.5
million Supporting Assistance Loan. We plan to use the leverage
of the loan to #&neist on tax measures to 1ncrease revenue guffi-
clently to cover the deficit. '

--~Partly as a means to distract public attention from the
budget situation, President Barrientos has lately been stressing
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his country's "independence" of both U,S. and Soviet " ialisw".
However, we have no aevidence of any change in Barrientos® pro-U.S.
wlicm .

II. Brasil

Qur objectives are continued cconomic stabilization and growth,
forvard wovement in the social sector, a viable equilibrium among
the civilian and military political forces fn the country, and
retention of Brazil as a major ally on the world and hemispheric
planes,

The main problem we foresee at this point is that the
govermment of Brazil may use its military base to stifle
politicsl opposition.

~--Repaxcussions in the United States to such a development
would in all likelihood take the form of public outcries of
protest and congressional pressure to re-exsmine or suspend our
assistance to the Brazilian Government. We recognize that our
sbility to prevent this train of events from tramspiring is limited,
but we nevertheless intend to exercise such leverage as we can to
influence events in the direction of our objectives.

~-={c plan to continue urging Brazil to take the lead in
promoting the Latin American common market, to abandon its
oppesition to the NPT, to stand with us in the search for ways
to strengthen the OAS and hemisphere security.

~«=lje will be as forthcoming as feasible in our economic and
financial cooperation because this is an essential ingredient in
promoting social and political development.

111, Chile

Our objective is to strengthen the political position of
the Frei Administration, looking to the national elections of
1959 and 1970, &m oxrder to wmaintain a clear superiority of
progressive, democratic and friendly political forces over the
Communist-50cialist FRAP coalition and its allies.

-SEGRET
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The major problem is that, although the Freil Administration
has compiled an impressive record on economic and social reform,
it is a minority administration which has lsolated itself instead
of building alliances with like minded political groups and Freil
has been outmaneuvered by his communist opponents. The US 1is
publicly identified not only with Frei's reform program but with
his political fortunes as well.

-~--We are considering possible means of assisting Frel to
repair his political situation. At some point, we will have to
decide whether our support for and identification with Frei and
the Christian Democratic Party (PDC) is too great, and whether
we should be searching for alternatives as the 1969-70 electiocas
approach. For example, would a coalition government be more in
the U.S. interest than continuation of one-party PBIC rule after
19707

-~~There 1is increasing political pressure on Frei to atteuwpt
to secure for Chile a larger share of the profits being realized
by US owned copper companies as a result of unprecedented high
copper prices. We should be prepared to decide what our reaction
would be to such a move by Frei.

IV, Cuba

Qur long-range objective is to see the Castro regime replaced
by a non-communist government which would not be a threat, direct
or indirect, to us or to other Hemisphere nations. OQur immediate
objectives are to prevent the use of Cuba as a base for offensive
military operations against us or other countries; tc pregent or
mininize Cuban subversion in other countries; to keep Cuba from
becoming a model for emulation in the Hemisphere; and to maximize
the cost to the Soviets of maintaining an outpost in this Hemisphere,
thus discouraging them from similar adventures.

A major problem is the increesing difficulty in maintaining
the cooperation of Free World countries outside the Hemisphere in
the isolation and economic denial program which until now has been
largely succdsaful. On the other hand, doubts about Cuba's
creditworthiness, stemming in part from uncertainty as to Soviet
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aid if Castro continues to irritate the USSR, are making some
countries more cautious in extending credits,

---Despite recent getbacks to Cuban-gsupported subversion
in Latin America, there is no indication that Castro intends
to abandon his attempts to "export revolution" nor that he
is considering a break in Soviet military ties. T

~--Because of strong repressive measures and the increased

' efficiency of its security apparatus, the Castro regime is able
to prevent any translation of growing discontent into a popular
.revolt and Castro remains in control of the internal situation.

--~The Policy Planning Council is currently preparing a
National Pelicy Paper on Cuba which will review our present
policy and possible alternative strategles. This paper will
receive inter~agency consideration through the established pro-
cedures.

V. Dominican Republic

Qur objective is to maintain at least that degree of political
stability that will permit the development of a viable economy and
democratic political institutions.

A major issue is the extent to which we are prepared to
continue providing economic assistance, over the extended period
required, to make economic and political development possible.
Another issue 1is the extent to which we can expect democratic
institutions to grow in a situation that requires the govermnment
to devote gsocmuch time and energy to preventing its own violent
overthrow, Economic growth and development of democratic political
institutions are interrelated, but success in the former does not
automatically mean success in the latter.

~=«]f the peso were devalued, the same level of assistance
would result in accelerated economic growth. However, a U,S.
effort to force a devaluation as & condition for assistance could
bring about Balaguer's overthrow and a return to chaotic conditions.
Since other needed reforms also have political implications, we
expect performance to be slow. !/

.
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~=-=~The municipal elections scheduled for May 1968 will
test the country's growth along democratic lines. A number of
negative factors are converging that give cause for concern.
It is extremely important that the Balaguer government weather
this election period and we are planning a number of economic,
political and psychological actions between now und the elections
to help him do so.

--=1f Balaguer comes through the election period successfully,
the odds on his survival for his full term will improve and the
prospects for cconomic and social gfowth, as well as the development
of democratic institutions, will be greatly enbanced.

V. Ecuador
Qur objective is to limit the dimensions of our current

difficulties with the Arosemena Govermment and minimige their
adverse effects on long-term U,S8.-Ecuadorean relations.

The problem is to prevent further deterioration in relations
while taking certain steps which we consider necessary.

-=-=-Withholding an Ambassador to Quito is the only appropriate
response to President Arosemena's ejection of Ambassador Coerr
last October. UWe must demonstrate to the rest of Latin America
that we do not regard our Ambassadors as expendable pawns in the
host country's political games.

-~--Insisting on adequate GOE performance for new AID lending
is the only appropriate response to Arosemena's public statements
last year criticizing Alliance loans and implying rejection of
self-halp requirements.

--«The lack of new loans and the continued absence of a U.S,
Ambassador may lead Arosemena to conclude that his best interests
would be served by taking further steps toward a confrontation
with the U,S, He might, for example, resume seizures of U.S. tuna
boats fishing off Ecuador's coast.

-»=To restrain Arosemena from moving in this direction we are
engaging in a dialogue with che GOE on the question of loan condi-
tions, thus implicitly holding out the hope of new AID lending.
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At the same time, the dialogue may serve to create the basis for
new lending i1f events prove this to be advisable. Regarding a
new Ambazgsador, we have said only that the matter is under study.

viX. uatema

bjectives for 1968 are a significant reduction in the
current high level of violence and the enactment of badly needed
fiscal measures as & first step im a broader reform program.

§§e obstacles we face are the Guatemalan Army's determination
to end coumunistesponsored insurgency by extra-legal means and

the oligaxchy's strong opposition to any change in the existing
econonic and social structure.

~-=«The Army's intensive counter-insurgency campaign has
seriously weakened the communist insurgent movement, but the
guerrillas have sufficient support to avoid annihilation and
have turned increasingly to terrorism. In the fece of the
inability of the regular police and the courts to cope with the
problem, the Army, with the support of Right-wing extremists, is
elininating suspected subversives by summary execution. The level
of violence resulting from retaliatory killings has reached
alarming proportions; two American military officials have been
killed and we cannot rule out the possibility the insurgents may
undertake a campaign of terror against Americans,

~--We are now exploring the most effective means of using U.S.
influence to induce the Army to end its sponsorship of clandestine
organizations. We will have difficulty in convincing military
leaders that the counter-terror is contributing to political
instability, but pressure from us may induce them to control more
closely the clandestine assassination squads and put an end to the
killing of non-communist Leftists.

--=~iWe have contributed substantial amounts of equipwent and
training co the police through the Public Safety Program and we
now are attempting to determine whether the police can usefully
absorb additicnal assistance designed to improve their ability
to control subversives by legitimate means.
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-==President Mendez is committed in principle to reform, -
but he has consistently retreated on the issue of tax reform
in the face of heavy pressure from the right. He is keenly
- aware of the deep cleavages in society and has established as
his top priority goal his survival in office and the maintenance
of political stability.

~e=A tax reform commission in scheduled to submit its recommen

dations to the govermment in June and we are using our influence
~ privately with key government officials, including the President,

to stiffen their resolve to implement the recommendations. Should
we attempt publicly to support the administracion, however, the
right would raise the bogey of U.S. intervention and the Guate-
malan Congress would find it difficult to approve & meaningful tax
law,

VIIX. Guyans

Qur objective is to prevent the establishment of a government
led by communist-oriented Cheddi Jagen following the elections
scheduled for late 1968 or early 1969.

The main obstacle is the racial loyalty of the East Indians,
who number over half the population and who look to Jagan for
leadership even though they do not share his Marxist-Leninist views
A Jagan government would be sympathetic to Castro and the Soviet
Union and provide communists with a foothold for operations on the

South American coatinent.

-==-We are striving to achieve our immediate objective by
helping the govermment of Prime Minister Burmham through high
impact AID projects to show concrete results in its economic and
social development efforts prior to the elections.

---We have also encouraged Burnham's government to orient
much of its economic development program toward the East Indian
community and to take other economic, political and social measures
to assure the East Indians that they need not fear an African
dominated government.

IX. Baiti

Our mejor objectives are to insure that Haiti remains indepen-
dent of comaunist control, to avoid the necessity for unilateral
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U.S. action when Duvalier dies or is overthrown, to achieve Latin
Anmerican involvement in Haiti and to be in a position to bring our
influence to bear for the establishment of stable democratic
ingstitutions in the post-Duvalier period.

The main issue is whether our current policy of correct and
cool relatidns with Duvalier is the proper one, or whether we
should take steps to influence the course of Haitian events through -
other means. Past experience has shown how difficult it is to
operate economic programs with Duvalier in power and there seems
little we can do now to effect basic political changes.

-=-=The post-Duvalier period will be unstable and political
conditions could bring to power an nnfriendly government, possibly
of Communist orientation. It is for this reason we carry on regular,
quiet consultations with selected Latin American governments, are
wvorking with the OAS to install a large-scale technical assistance
mission in Haiti, and are encouraging the formation of s Caribbean
Security Arrangement.

--=We removed our AID and military missions from Haiti in
1962 and 1963. None of the existing limited bilateral and multi-
lateral programs permits us to influence the Haitian government
significantly nor to check the deterioration of Haiti's political
and economic life.

-==Resumption of financial assistance even in the small amount
that is needed would arouse criticism in this country and in Latin
America that we are supporting a dictator. Yet we will probably be
just as strongly criticized ia a major crisis for not having laid
the groundwork for a more active role in influencing a successor
government.

X. Panama

Qur objective is to conclude new canal treaties that will
protect our interest in the existing canal, reduce sources of
friction between the United States and Pangma, and permit con-
struction of a sea-level canal in Panama should we decide to do
80 at a later date.

The main problem in 1968 is that national elections both in
Panama and the United States wmake it difficult for either country
to take further action on the draft canal treaties. In Panama the
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lame-duck Robles Government no longer has sufficient political power
to sign the treaties or secure their approval by the National Assembly,
Although the GOP has showm interest in discuseing “clarification" of
the existing treaty texts, we see no advantage in any further negoti-
ations with the Robles Government and have indicated to Robles that

ve think it best not to pursue the matter further at thisttime.

-=-~To date, the canal treaties have not become a campaign issue,
but it is always possible that as the election draws nearer they may
receive greateor attention. In such case, both candidates might feel
compelled to adopt a strongly nationalistic atand. We cannot estimate
with any certainty how the new Panamanian president, to be elected in
May, 1968 and inavgurated in October, may wish to deal with the treatie

~-=lnder these circumstances, we are seeking to prolong the
present hiatus regarding the treaties until late 1968 or early 1969
when negotiations of the draft treaties can be coacluded.

X1. Peru

Our objecftves are to preserve constitutional, democratic
government, threatened by the difficulty which the Belaunde
Administration is having in coping with the present economic crisis,
and to assist Peru im its efforts to resume the rate of economic

growth achieved during 1961-66.

The F*n problem is that Belaunde heads a weak minority government
and our ability to influence decisions and events in Peru has been
reduced to almost zero because of the difficulties we have been having
since the outset of the Belaunde Administration in extending a signif-
icant amount of bilateral assistance to Peru and the strain on our
relations this has produced. Our ability to engage in & lending
program in the near future, and thus our leverage, remain: in serious
doubt.

--=Peru's purchase of advanced military equipment has raised
the issue of the application of the Conte-long and Symington
Anenduents.

~=~-Failure to resolve the issue of the International Petroleum
-Company properties presents & danger of FAA Hickenlooper action as
well a8 termination of Peru's sugar quota.

--<Peruvian seizure of U.S. tuna boaﬁs within 200 miles offshore
lurks as & danger, and this year is tied ©o the ship loan legislation.
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~weA further deteriloration of the economic situation would

imperil the present delicate political balance and could provoke
a military coup,
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' Inter-American Region: Policy Objectives and Problems for 1968

Multilateral

1. On the Alliance for Progress (AFP), we must maintain the forward
momentum toward achievement of the Summit goals. This requires
maximum effective utilization of reduced AlD appropriations and
better use of AFP machinery, such as CIAP. South American move-
ment toward economic integration is lagging.

2, The glection of a new OAS Secretary General, and restructuring of
the OAS machinery, provides an excellent opportunity to bring new

dynamism and efficiency to the regional system.

3. While communist subversion and insurgency has been checked, the
threat remains and we must continue helping the affected countries
improve their capabilities to resist. The Caribbean continues to be
the area of principal danger.

4. The Latin Americans should avoid spending scarce resources on un-
necessary military equipment, but their astimate of requirements
differs from ours and the cuts in grant aid has decreased our leverags.

Bilateral

1. Bolivia . Some budgetary help from us will be necessary to help off-
set the drop in tin prices and the cost of combatting guerrillas.

2, Brazil. Brazil is our major ally in the hemisphere and continued US
assistance is essential for sconomic growth and political stability.

3. Chile, Frei has worked his Christian Democratic Party into a minor-
ity position where it may lose the 1969 congressional and 1970 national
elections, We may have to reassess our support of the party.

4. Dominican Republic. The outcome of the May municipal elections
will have a major influence on Balaguer's survival and his ability to
carry out sconomic recovery and political developmaent.

5. Panama. Our main objective now is reasonably fair elections and a
peaceful transfer of powers in October. The Canal treaties are side-
tracked until then.

6. Psru. Our relations are plagued by excessive Peruvian military pur-
chases, unwillingness to settle the IPC problem and seizure of our tuna
boats -- problems which stem largsly from Belaunde's weak leadership.
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oyrmal Embassy Translation
of Letter Submitted to American Embassy, Mexico City,
to the President from Mexican President Gustavo Diax Ordasz,
( {edauary 22, 1968)

"Dear Mr. President and True Friend:

I am most grateful that, in the midst of your many probe-
lems, you should have written such a warm and personal letter
of condolence on the 5th of this month.

As you say, my father reached a very advanced age, which
permitted him to know pre-revolutionary Mexico, to witness
the violent struggles which took place in our country in the second
and third decades of this century, and to appreciate, in the last
forty years of his life, the steady growth of our country in an
atmosphere of psace and progress, although naturally not without
various problems.

At his interment, a group of friends said that he never had
an enemy. That is true.

Untiring until the end, he worked until the eve of his death:
it was his job to inspect the trees of the famous Chapultepec Park,
prineipally as a symbollec means of linking himself with the Govern«
ment, which the people had chosen his son to head, and because
of the love which he always had for nature. '

I know the love which you had for your father -« although you
were less fortunate than I, as you lost hirn when you were just
beginning the brilliant career which would take you to the Presidency
of the United Statea. This permits me to appredaiate the sincerity
of your words. My mother has asked me to thank you and Lady
Bird for your kind reference to her.

Greetings from your friend,

Gustavo Diaz Ordaz',



E:

Informal Translation
of L.etter to President from Mexican President Gustavo Diaz Ordar

"PRESIDENT OF MEXICO

National Palace,
February 23, 1968,

My Esteemed Mr. President:

I was a0 pleased to know that you liked the film
"A Most Friendly Visit'" which I receatly sent you ans a
reminder of the trip which I made to Washington in
October of last year.

Of course, I not only have no problem with your
using the fiim as you see fit, but I am also very grate-
ful for your remarks which I share because I alse¢ con-
sider this film as constituting an objective demonstration
of the eordiality which happlly characterises the relations
between our two countries.

With warm regards from me and my wife to Lady

Bird, I ask you to accept these expressions of my friend~
. ship.

fa/ Gustavo Diaz Ordas

GUSTAVO DIAZ ORDAZ

His Excellency

Lyndon B, Johnson

Prasident of the United States of America
The White House

Washington, D, C. "



SECRET INF ORMA TION

Tussday » Marech 8, 1968
MEMORANDUM FOR THE PRESIDENT
SUBJECT: Rsport by Covey Oliver on his

South American Trip

Herewith Covey Oliver's report on his trip to
Venesuela, Bolivia, Peru and Colombia.

W. W. Rostow

Attachment






SECRET-

Nc Tozeign Dissam,
No¥:0640/58"

CENTRAL INTELLIGENCE AGENCY
irectozate of Intelligence
5 Maxgh 1968

'INTELLIGENCE M=NORANMDUM

PANAMA
(Situagiqn Rpppxrt #3 - As of 0001 EST)

1. The National 2scambly, which convened with-
out gserious incident at 5:00 PM EST, has receased~-os~
tensibly while tlhe leglslators await a leadcrsth
decision on the maka-ug of a comnission which is to
"study" inpeachmenit charges levied against Presideat
Roblas., In fact, both sides are waiting for evidence
the othex is complying with the texms of the compro-
nige reached last night.

2, A crow@ estimated by the embassy to number
7,000 at its peak gathexed in the vicinity of tha As-
sembly before the session got under wayv but dwindled
to half that number by 7:00 PM. The opposition Na-
tional Union adherents weré said to outnurber gOVgrn-
ment supportars 3 to 2 in the noisy- ecrowd. Both sides

were relatively orderly. The National Guard ramained
in control of the situation.

3. The Assombly may postpone further action
~until Robles follows through on his ?a*t af the com~
p 'omise by appointing a “nonpartisan” cabinet. Robles
also promised today to amend the electoral code.

4. A spokesman foxr Arnulfo Arias' National
Union has said that Rocbles is demanding that the impeach-
nent charges be droppad &ltogether before anrouncing a
new cabinet. Arias has tbreatened to press for a heazing
on the charges if Robles fails to come across.

5. Robles was last reported to be at the Guaxd
headquarters, along with representatives of both fac-
tiotlis. His moves over the next few houwrs will determine
what actlon the Assembly tekes whan it reconvenss--
probably tomorrow.

No Yoreicen Dissem 5
-—SQC?QET— )

«7'.



INFORMATION

SEGRET-

Monday, March 4, 1968
8:45 p.m.

Mr., President:

Attached is Sec. Fowler's status
report on the current gold crisis and
the plans for dealing with it.

Wf. W. Rostow

EFried:rln

\$
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March 4, 1968

MEMORANDUM FOR THE PRESIDENT
Subject: Gold Problems

1. The gold market broke out again last week. The
causes gseem to be:

== The Javits speech advocating a plan to esbargo
U. S. sales of gold and suspend gold pool sales
in London.

- Widespread talk in New York and
financial centers about the inevitability of
some chenge in the gold system -~ such as an
-increase in the official price, a U. S. gold
ewbargo, or letting the London price go.

== Weakness in sterling and the Canadian dollar.

-= General umcertainty about the intermatiomal
monetary system, caused by worry im Europe
among other things over the failure to pass
the tax bill.

2. After a few weeks of quiet, gold pool losses last week
came to $123 million, including $88 million on Friday. Today,
losses were $353 million. We face the prospect of increasingly
heavy sales during the rest of the week.

3. Among the available options, our clear preference is to
beat back the current speculative attack. To do this the gold
pool countries will have to take some action together to show
they are determined to keep the present system going and will
firmly oppose any increase in the price of gold.

We will be starting tomorrow to discuss possible actions
with them:

== Fred Deming will be talking to his counterparts
during the course of some OECD meetings in Paris.
He will keep us informed on what the Europeans

are prepared to do.




- The Central Bgnk Governors meet in Switzerland
this weskend. We may need to have Bill Martin
ltt‘ﬂd. o .

4. I1f we carmot secure adequate gold pool reaction, or
if members of the gold pool would refuse to continue the presemt
arrangements in the face of continued heavy gold speculation,
we would have to consider a choice of various alternatives
including:

-~ Supporting the London market alone or in
cooperation with those members of the pool
who would be willing to continue.

-=- Lestting the London price go for all trans-
actions and selling only to central banks
out of New York (as we did before we
supported the London gold market) with as
much manageable coopsration from friendly
central banks as we could muster,

-~ Restricting sales in London to licensed
transactions for industrial use at $335
an ounce which would mean the price of
gold probably would increase in Paris,
Zurich and other gold markets.

The wmain danger in such a two~price system is that the
central banks, particularly those in countries ocutside REurope,
would be worried about their dollar holdings and would request
us to convert them into gold. This could get sveryons nervous,
rapidly deplete our gold stock, and cause a general flight from
the dollar.

I1f, on the other hand, these requests for conversion could
be kept mansgeable, the system itself could be maintained,

5. Another option is to suspend gold sales. There are
different ways of doing thig, but the probability is stromg that
a gold embargo would lead to exchangs rate wars and 2 trading
blocs with harmful political as well as economic effects. The
spillover to the domestic economy could be serious.

This is a difficult area to describe with any confidence,
but the risks are clearly very great. Sooner or later we would
move into an international monetary conference to put up t:he

pieces and try to create a new system,




.3-

6. The Deming Group is contimuing to go over the possible
consequences of these different courses of action. Our main
nead at present is to get solid information on what the Europeans
will do in this sensitive area. We. should get such information
during this week.

In genereal, I believe we must try to keep the other major

countries with us, both through the gold pool operations and
through the IMF.

7. Ve will prepare recommendations for you in light of
market developments and the informal discussions in Europe.

7&1359&) Henry Be FWIQP

Henry H. Fowler




INFORMATION

~SECRET

Menday, March 4, 1968
8:10 p. m,

Mr. President:

The eternally optimistic
Italisns -~ especially D'Orlandi --
reports the fellowing from his talk in
Pragus with a North Vietaamess.

The key peint (p. 2) 1s marked.

W, W, Reostow

Rome 4390

WWRostow:rln
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-2- ROME 4590, MARCH &4 (NODIS/KILLY)

PAGE 3 RUFHRO 4598 S—k—b—R—t—F—
MENT IT WwAS INTENDED TO BREAK OFF THE CHANNEL.

4., D'ORLANDI DICTATED THE FIRST PORTION OF MY MEMCCN Or THE
EBRUARY 28 MEETING (THROUGK PARA C-3) TO THt NORTH

VIETNAMESE. THZ NORTH VIZTNAMESE DID NOT COMMENT ON THE
CONTENTS BUT ASSURED D°'ORLANDI THAT A LONG AND DETAILED ACCOUNT
CF THE CONVERSATICN wOULD BE CABLED TO HANOI THAT NIGHT AW

THAT ANSWERS TO THE QUESTIONS POSED BY THE AMERICANS WOULD BE
CONSIDERED AND PREPARED AT THE HIGHEST LEVEL.

5..IN AN ATTEMPT TO GET SOMETHING NEW, D'ORLANDI PRESSZD SU

TO SUGGEST A LOCATION FOR US-HANOI MEETINGS THAT WOULD BE
ACCEZPTASLE TO HANOI. SU SAID THAT HANOI HAD FIXED VIEWS, AND
JUST WANTEZD AN ATMOSPHERE FAVORABLE TO AGREEMENT. SU DID SAY
THAT THE FACT.THAT HANOI HAD NO REPRESENTATION AT A POSSIBLE
SITE WAS IRRELEVANT AND POINTED OUT THAT THE LAST TIMz MEETINGS
HAD TAKEN PLACE IN GENEVA WHERE HANOI LACKED REPRESENTATION.

€. D'ORLANDI TOLD SU THAT HE HAD THE IMPRESSION THAT NGRTH
VIET-NAM DID NOT WANT TALKS TO BEGIN FOR AT LEAST THREE OR FOUR

PAGE 4 RUFHRO 4590 —F€¢RFF—
WEEKS AND THAT HME THOUGHT (THOUGH THEY DID NOT 'SAY S0) THE
AMERICANS WANTED A SIMILAR DELAY, THE AMERICANS TO STABILIZE
THE SITUATION AND THE NORTH VIETNAMESE TO TRY SOME NEW MONKE
BUSINESS. D'ORLANDI THEN TOLD SU THAT IF BOMBING STOPPED. AND
TALKS ‘BEGAN, ASSAULTING KHE SANH, INVADING OR TRYING TO DETACH
THE TWO NORTHERN PROVINCES CF SOUTH VIET-NAM, LAUNCHING A
'SECOND WAVE GF-ATTACKS -AGAINST ONE OR MORE CITIES OR CREATING
A SEZNSATION WITH SOMETHING ELSE LIKE AN ASSUALT ON CAMP CARROL,
WOULD SINK THE WHOLE THING. SU REPLIED THAT, SPEAKING
PERSONNALY AND NOT ON INSTRUCTIONS, SUCH THING WOULD-BE OUT,
THAT FROY THE MOMENT THE- TWO SIDES MEET IT WAS OBVIOUS NO SUCH THING
CCULD HAPPEN. (I QUESTIONED D°'ORLANDI ABOUT THIS REMARX OF SU'S
AND D'ORLANDI REPLIED THAT WHILE HE TOOX NO NOTES HESISWCERTAd
THIS TS THELSENSE-OF WHAT-SU SAID.)> D'ORLANDI-TOLD SU THAT
WHATEVERZHE* OR~SU THOUGHT OF THE: EFFECT- OF. BOM3ING, IT IS'A
rAC THAT-PHE“US*GOVERNMENT AND -US PUSLIC- OPINION -CONSIDERS
CM3ING OFLFHE“NORTH A MOST IMPORTANT-WEAPON-AND THAT.NQ PRESIDENT

' COUhD~GIVE-AUAY“SUCH‘#‘WEAPON“WHILE SOMETHING-TERRIBLE WAS h

J HAPPENINGETTHREREIN-THESDMZ-SOR*THE~SOUTH"SU~DID<NOT RESPOND

10 Zdlﬁ_CQMMENI::B.ORLANDIAALSO-REMARKED THAT-IT-MIGHT BE .-

—SECRET—






INFORMATION

SECRET/FLEMING

Monday, March 4, 1968
8:05 p.m.

Mr, Presldent:

Herewith the Shah and the North
Vietaamaese.

I think:

~- they are trying to take our
temperature;

-~ they are not so sure as they
make out that thay can really turn the
tide against the South Vietnamese and
us.

W. W. Rostew
~-SECRET -

WWRostow:rin






TQE SECRET/SENSITIVE };
with the President
Monday, March 4, 1968, 5:30 P, M.
AGENDA

1. Presentation of report by Sect. Clifford and explanation by him of its substance.
2. Gemaral comments.

You may wish to go around the table and ask for observations by Sect. Rusk,
Sect. Fowler, Gen, Wheeler, and others.

Key questions: You may then wish to ask the following questions:

-« {Gen, Wheeler} What is the likelihood of Gen. Wesetmoreland finding
himself in a desperate military situation in the course of the next three months ?

-« (Gen, Wheeler) Are there any measures that we m!ght take at such
a time to assist him if such a situation could arise 7"

-= {Gen. Wheeler) Have we contingency plans preparsd for such an occasion?
What particular forces are you recommending that we dispatch immaediately, and in
what ways might they help Gen. Westmorsland in the next three months?

-~ {Sect. Rusk) How soon could we formulate what we want from the South
Vietname se and get an assessment from Bunker and Westmoreland as to the likslihood
of their performance ?

~= {Gen. Wheeler) Is there a lower level at which we could reconstitute
our Reserves and mest the general objectives of Sect, Clifford's recommendation?

-~ {Gen. Wheeler and Mr, Helms) If Westy and the South Vietnamese
turn back the wiater-spring offensive, what are the odds on our making 1968 a
favorable year of decision; what role would the additional forces Westy has
requested play im such an offensive operation?

-- (Sect. Rusk) What negotiating stance should we and the South Vietnamese

adopt {f we come through im good shape with some forward momentum in May or
June ?

-~ (Sect, Elifford and Gen. Wheeler) Wimt difficulties do you perceive with
these recommendations in the Armed Services Committees 7

_/3 22 N {2
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-« (Sact. Fowlar) What difficulties do you perceive with the financial
committees ?

== (Sect. Rusk) How would we handle the Foreign Affairs and Foreign

Relations Committees and, in particular, cope with the anti-Vietnam group in
the Senate ?

~=(Sects. Rusk and Clifford) How would we present the justification for

this program to the Congress and to our people? What consultations do you
recommend before we move?

3. Dopending on your own judgment at the end of the session, you may wish
either to:

-- postpone a decisiom until you can talk alone with a smaller group,
inclading particularly Secretaries Rusk and Qlifford; or

~= direct Secretary Clifford and General Wheeler to undertake the
consultations which were yesterday postponed; that is, with Senators Russell

and Dirksen; Comgressman Rivers; and, via General Goodpaster, with
General Eisenhower.

4. Once you have come to a decision, you will need urgent refinement of military,
diplomatic, and financial staff work,

W. W. BRostow



INFORMATION

SEGRET

Monday, March 4, 1968
4:20 p.m.

Mr. Prealdent:

Herewith Gen., Taylor's latest
assessment of the Saigon threat.

W. W. Rostow

WWRoatow:rin
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THZ WHITE HOUSE

WASHINGTON

_—SRERET March 1, 1968

[EUS————

MEMORANDUM FOR THE PRESIDENT
Subject: Enemy Situation About Saigon

Tn a memorandum of February 2L, I reported to you that the enemy di-
visions threatening Saigon had apparently not moved closer to the city.
More recent intelligence terds to contradict this impression.

I have attached a Fact Sheet on this subject. At least three regiments
of the 9th VC Division are immediately north of Saigon and one of these, the
273rd, has infiltrated into the northern part of the city.

Two regiments of the 5th VC Division are near the Bien Hoa military
complex and General Westmoreland!s intelligence believes that elements of
three regiments of the Tth North Vietnamese Division are moving into the
Saigon-area. There are two other North Vietnamese regiments close enough
to Saigon to be able to participate in an attack while a half dozen local
force battalions continue to infest the area as they have for a leng time.

In sumary, there are enough forces around Saigon to stage a first

class attack. However, everyone seems to be aware of the danger, including
President Thieu who considers the capital the number one target of the enemy.

R L

M. D° T'

Enclosures:

Fact Sheet.

Spozam
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ANFURMATION

X@u-]
-FOP-SECRET/SENvLTIVE | Momday, March 4, 1968

1:45 p. m. ﬂ

MR, PRESIDENT:

SUBJECT: The Clifford Committee £ )
1. After much debate, there should be before you at 5:30 this afterncon
an agreed paper.

2. The essence of the agreement is;

-- We should send to Westy in, say, the next three months, whatever
we can send him that would be helpful in the tense battle he may face before
the weather changes; but the condition of cur Reserves does not permit us
to get mmch to him in this time interval;

«= We should call up Reserves sufficient to meet the rest of his
requirement if it is later judged that the rest of his request must and should
be met; :

= Thess two actions require that we reconstitute the U. S, strategic
Reserve. The sxact scale of this reconstitution has not been agreed in the group
nor the exact recommended combination of increased draft call and Reserve
call-up. All hands agres, however, that our basic national security pesitisn
requires the recoastitution of our Reserve position if we are not to tempt
aggressors in various parts of the world.

3/ It was agreed that we should make a maximum effort to encourage and
induce improved Vietmamese military and political performance. The particular
heoadings for discussion with and pressure on the GVN are pretty well worked
out.

As part of this effort there should be a program for improving the
squipment of the ARVN; and a rough package has been worked out for that
parpase of, say $400 million,

4. It was agreed that there should bs a fresh review of our strategy in
Viet Nam; that this should be urgently conducted and completed before you
are asked to make a commitment to send Westy forces beyomd the tranche
recommended for the next three months,

5. On the economic side, Joe Fowler would propose that the increased
budgetary outlay for Fiscal 68-69 be offset dollar for dollar mainly by a tax
increase, but he believes a program reduction of civilian outlays in Fiscal 69

—POP-SECRETTSENSITIVE
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will be required in the $2-$3 billion range. He bhas further recommendations
in the field of manpower policy and administration and wage/price policy,

but does not recommend formal wage and price controls. Since the recom-
mended package is only now beginning to take shape, Socutary Fowler has
not discussed it with Okun, Zwick, or Califano. o

Discussion

You should kmow that the discussion we have had in these days has been
colored by one major uncertainty and a widsely shared reservation. The
uncertainty is: what are senemy capabllities, and what are U.8. and ARVN
capabilities in the days, weeks, and several months ahead?

We all have the feeling that the battle is likely to be pretty close. If the
enemy brings in additional North Vietnamese forces, it could become dangerous
for our side; and it will go badly for our side unless we can induee the ARVN
to go out and fight in the countryside. On the other hand, if we and the ARVN
prove capable of taking the offensive along the lines in Westy's latest cable,
we could make 1968 the year of decision. Thus, the performance of the
Vietaamese and the ARVN ig critical and the exact state of the enemy
which we won't know until we engage him or he engages us. Therefors, in
looking ahsad over the next months and comnsidering Westy's request, we
don't know whether we are being asked to send forces to prevent a radical
deterioration in ocur side's position, or to permit him to conduct in the second
half of the year a vigorous offensive.

The reservation, which goes deep in State and Defenss, is that the additional
forces would constitute a gross over-commitment of U. S, military ressurces
to Viet Nam without bringing us closer to a resolution of the problem, Behind
that judgment, in turn, is a fesling that we can oaly attain our objectives in
Viet Nam by a negotiation which beings the Viet Cong into the pelitical process,
and this negotiation, in turn, may not be much advanced by putting additional
U. 8. force= i»¢p the country. Secretary Rusk, for example, is thinking in
terms of s« g the absolute limit on U. S, forces and then leaving the rest
of the job up to the South Vietnamess.

The group did not address itself to an extremely important quastiong,
which is precisely how this package would be presentsd to the Comgress and

the coumtry.
1 have some ideas about this; and I am sure others do also.

As for the Congress, there was a general feeling that this will be a difficult
matter; probably possible; but we might confront some extremely ugly and
determined opposition from Fulbright, Gore, etc. -- perhaps including a filibuster.
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The differences of view about bombing and mining Haiphong were so
profound within the group, and other issues s0 urgently required resolution,
that the bombing question was put to one side for separate and later treatment.

W. W. Restow
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TOP SECRET /SENSITIVE Momday, March 4, 1968 ﬂ,
45 p.m.

MR. PRESIDENT:
SUBJECT: The Clifford Comumittes

1. After much debats, there should be before you at 5:30 this afterncom
an agreed paper.

4. The assence of the agresment is:

-~ We should send to Westy in, say, the next three months, whatever
we can send him that would be helpful in the tense battle he may face before
the weather changes; but the comdition of our Raserves does not permit us
to get much to him ia this time interval;

-- We should call up Reserves sufficient to meat the rest of his
requirement if it is later judged that the rest of his request must and should
be maeat;

-- These two actions require that we raconstitute the U. 8. strategic
Reserve. The exact scale of this reconstitution has not been agreed in the group
nor the exact recommaendsd combination of increased draft call and Reserve
call-up. All hands agree, howsver, that our basic national security positien
requires the reconstitution of our Reserve position If we are not to tempt
aggressors in various parts of the world.

3/ It was agreed that we should make a maximum effort to encourage and
induce improved Vietnamese military and political performance. The particular
headiags for discussion with and pressure on the GVN are pretty well workesd
out.

As part of this effort there should be a pregram for improving the
equipment of the ARVN; and a rough package has been worked out for that
purpose of, say $400 million.

4. It was agreed that there should be & fresh review of cur strategy in
Viet Nam; that this should be urgently conducted and completed before you
are asked to make a commitment to sead Westy forces beyoad the tranche
recommended for the next three months.

S. On ths ecomomic side, Joe Fowlar would propose that the increased
budgetary outlay for Fiscal 68-69 be offset dollar for dollar mainly by a tax
increase, but he believes a program reduction of civilian outlays in Fiscal 69

TOP SEGRET /SENSITIVE
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will be required in the $2-$3 billion rarge. He has further recommaendations
in the field of manpower policy and administration and wage/price policy,

but does not recommend formal wage and price controls. Since the recom-
mended package is only now beginning to take shaps, Secretary !‘owlcr has
not discussed it with Okun, Zwick, or Califano.

Discussion

You should know that the discussion we have had in these days has been
colored by one major uacertainty and a widely shared reservation, The
uncertainty is: what are enemy capabilities, and what are U.8. and ARVYN
capabilities in the'days, weeks, and several months ahead?

We all have the fesling that the battle is likely to be pretty close. If the
enemy brings in additional North Vietnamese forces, it could bacome dangerous
for our side; and it will go badly for our side unless we can induse the ARVN
to go out and fight in the countryside. On the other hand, if we and the ARVN
prove capeble of takiag the offemsive along the lines in Westy's latest cable,
wo could make 1968 the year of decision. Thus, the performance of the
Vietaamess and the ARVN is critical and the exact state of the ensmy
which we won't know until we engage him or he engages us. Therefore, in
looking ahead over the next months and comsidering Westy's request, we
dom't know whether we are being asked to send forces to prevent a radical
deterioratiom in our side's position, or to permit him to conduct in the second
half of the year a vigorous dfcnivo.

The resservation, which goes desp in State and Defense, is that the additional
forces would constitute a gross over-commitment of U. 5. military ressurces
to Viet Nam without bringing us closer to a resolution of the problem. Behind
that judgment, in turn, is a fesling that we can oaly attain our objectives in
" Viet Nam by a negotiation which boings the Viet Cong into the political process,
and this negotiation, in tura, may not be much advanced by putting additional
‘U S. forces iato the country. Secretary Rusk, for example, is thinking in

terms of sending the absolute limit on U, 8. forces and then leaving the rest
of the job up to the South Vietnamese.

1
The group did not address itself to an'extremely important question,
which is precisely how this package would ke presentsd to the Congress and

the coumtry.
1 have some ideas about this; and I am .{u others do also.
As for the Congress, there was a gensral fesling that this will be a difficult

matter; prebably possible; but we might confront some extremely ugly and
determined opposition from Pulbright, Gore, etc. ~- psrhaps including a filibuster.
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The differences of view about bombing and mining Haiphong were so
profound within the group, and other issues so urgently required resclution,
that the bombing question was put to one side for separate and later treatment.

W. W. Restow



INFORMATION

SECRET.

Monday, March 4, 1968
1:00 p.m.

Myr. President:
The attached indicates that the
Soviets plan air harassment of Berlin,

‘on the occasien of the governmental
mestings there, much as they didon s

similar occaslon In April 1965,

W. W. Rostow

-SECRET—

WWRostow:rln
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~SECRET Monday, March 4, 1968 -- 12 Noon
MEMORAND.UM FOR THE PRESIDENT
SUBJECT: Indian Debt Relief

In the attached Messrs. Gaud, Zwick and Fowler recommend you approve

a U.S. role in a debt relief package for India. The World Bank has proposed
a relief package of $100 million per year for three years. Our share would be
less than $9 million per year.

In short, in return for a minor rescheduling of a 1951 wheat loan to India, this
exerchse would reschedule a good part of the backbreaking load of European
debt the Indians now face. There must be such a rescheduling of European debt
if we are to avoid a situation within five years in which all our aid to India will
go to pay back European loans. Charlie Zwick's memorandum (Tab A) is a
good, concigse summary of the proposal. It requires no action by Congress.

You will note in the Zwick memorandum that we have some evidence that India
is making another arms deal with the Soviets. Although as a matter of law the
Conte Amendment does not apply to debt relief, we would make it very clear
that any suggestion of a violation of the letter or the spirit of the assurance
Morarjl Desal has given us to satisfy the Conte Amendment will affect our
ability to provide debt relief just as it will affect all other forms of aid. 1
think this gives us a defensible position on the Hill if the Indians do something
stupid. We will have plenty of time to reverse ourselves on debt relief if need
be because the first repayments are not due until June.

I recommend you approve.

This one has a very short fuse. The debt relief meeting began today in Paris.
The Japanese -- who would have to forego about $20 million a year -- are taking
a very strong position against the principle of debt relief and they have some
support from the Italians. The World Bank needs our help if there is to be any
chance of turning the Japanese around. If -~ ~===~vre  coen maa A bn lab aqp

—— AR A Y AL Y _£L

My apologies for the rush. We have spent almost a week digging this out of
the Treasury.

W. W. Rostow

Approve package
Disapprove

Call me
EKH/vmr =SEC Rl
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EXECUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET
WASHINGTON, D.C. 20503

FEB27 1368

MEMORANDUM FOR THE PRESIDENT

Subject: Proposed Indian Debt Relief

In the attached memorandum, Bill Gaud proposes that we join with nine other
countries to provide debt relief to India,

The India Consortium meets next Monday to consider a World Bank proposal to
reschedule $100 million a year for three years. The U, S, share of this
package would only be $8.7 million a year, to be deducted from payments com-
ing due on a Wheat Loan we made-in 1951, not from Ex-Im or AID repayments,
(The Wheat Loan was previously rescheduled in 1958.)

The World Benk proposal is structured so that countries with the hardest
past aid terms - Japan, Germany, Italy, and France - would bear the bulk of
the burden. All Consortium countries would do some rescheduling, but our
share would be the smallest as a proportion of our aid, because our terms
have been among the most generous, The proposal is for a simple ten-~year
postponement of payments falling due, including interest,

The Indian situation is different from that in previous debt relief exercises
for Indonesia, Ghana, Brazil, and Turkey in that there is no immediate for-
eign exchange emergency or threat of default, However, the case for debt
relief to India is clear, The net flow of resources (new @id minus repay-
ments on prior loans), which is the most important measure of economic
assistance, is declining rapidly,

-~ 1If present trends continue, within eight years, the only
countries giving net aid will be the U, S,, Canada, and the U,K.
Others will be collecting more than they are giving,.

-~ Within the next three years, repayments to Consortium donors
will eat up over one-third of probable new aid from these
countries, and this proportion will rise to two-thirds by 1976.

The best way to fimprove the net aid picture and to decrease owr share would
be for all countries to agree that this debt relief is additional to regular
aid, The U, S, will press for this at the Consortium meeting. Even if, as is
likely, it is a part of traditional Consortium aid levels, however, this
rescheduling will help India by providing a portion of that assistance in a
freely usable form and by slightly improving overall terms, Moreover, it is
a vital and significant first step toward more meaningful debt relief in the
future,
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Prospects. It is by no means certain that this proposal will carry the
day in the Consortium, So far, the Japanese and the French have opposed
the idea, We should help the Bank to marshal a solid front and be ready
to go along if the other major donors do. Above all, we should not give
the dissenters a chance to lay blame for failure of the exercise at our
door.

Balance of Payments, Under the World Bank proposal, our debt relief and
that of all other donors would be untied. It appears that about 13 per-
cent of Indian imports with free foreign exchange comes from the U, S.

1f this proportion holdsup, it covers our share of the debt relief (less
than 9 percent) and we stand to gain at least as much in exports as we
lose in debt repayments. Even if it doesn't and the Indians spend none
of the newly freed exchange in the U, S,, the maximum cost to our balance
of payments is less than $9 million.

Military Expenditures, Morarji Desai has given us the assurances required
by the Conte amendment - that India is not buying any ''sophisticated weap-
ons" in the period from January 2 to June 30, 1968, AID lawyers advise
that this debt exercise is not subject to the Conte and Symington amend-
ments so, as a matter of law, we could proceed with it regardless,

In the past few days, we have received unconfirmed intelligence that the
Indians may be about to enter into a new contract to buy 25 Soviet air-
craft, We have plenty of flexibility to respond to this situation, if it
develops, through the $225 million loan which AID is now preparing for
your consideration and through future P, L. 480 sales. Since the next
payment on the Wheat Loan is not due until June 30, we also have plenty
of time to stop this debt relief if we decide, as a matter of policy, to
do so. AID has agreed to make this possibility clear at the Consortium
meeting.

Recommendation. I recommend that you authorize U, S. support for the World

Bank proposal,

Charles JZ{' ek
Director
Attachment
Approve
Disapprove
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D. C. 20523

OFFICE OF
THE ADMINISTRATOR

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Rescheduling Indian Debt

Problem: We need to take a position on a World Bank proposal to
reschedule Indian debt to be considered at a meeting of the Consortium
March 4 and 5.

The Need for Action: Two pressures have brought the Indien debt
question increasingly forward and now to the point of action, namely:
The increasing burden on India and the problem of maintaining a net
flow with the burden shared more fairly among donors.

--Debt Service on existing debt to the convertible currency
area in the next three years will be 27% of India's earnings,
even on favorable assumptions about exports. This is a very
high rate. Debt service to the Consortium members alone will
total more than $1.2 billion for this period, or 30 to LO%
of new Consortium aid.

--Because of high interest and the short maturity aid offered by
many other Consortium members, we are providing an expending
share of net aid. If present trends continue, within a decade-
the U.S., Canada and the UK would be the only Consortium
nations providing net aid to India; the others would collect
more than they provide in new aid. This trend has to be
reversed.

The Consortium understands the need for action does not arise from
Indian failure to meet debt payments nor does India threaten default.
The Consortium has considered the debt problem as largely a problem
of terms of aid. The rescheduling is thus proposed in a developmental
context, not one of default.

The World Bank Proposal

The proposal before the March meeting calls for:
--Rescheduling of $100 million a year

--For three years beginning April 1968

LIMITED OFFICIAL USE
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~-Postpenement for 10 years of the rescheduled amounts
~-Zero interest (or its equivalent) during the postponement period-
~-Sharing of the relief so that all creditors, including the U.S.,
participate but with a relatively heavier share imposed on those
with the poorest past terms. The U.S. share of the $100 million
is proposed to be $8.7 million.
.Issues
Sharing the Burden (See TAB A)

The Consortium has reviewed a number of bases for allocating shares of
relief. Two logical extremes exist:

~-Straight Shares, or identical proportion of relief from each
-donor, and

~-Harmonization, or allocation of relief shares against those
whose debt service receipts from India exceed the Consortium
averege.

The straight shares approach would call for $20 million a year from
the U.S. while the harmonization approach would relieve the U.S.,
Canada and the Bank/IDA from any obligation.

The straight shares approach would perpetuate the adverse trend of
net aild; harmonization would slow the adverse trend by bearing more
heavily on those donors who have given the poorest terms.

The harmonization approach will not be accepted. Other than the U.S.,
only Canada and (at its cost) the UK would support it.

On the other hand, we have made it clear we will not accept the
straight shares approach, and that in the near future some brake
must be placed on the worsening trend of net aid.

The proposal for the March meeting advences a compromise position,
about halfway between the harmonization and the straight shares
formulas. :

The ¢ompromise proposal establishes the principle of differential

shares--the largest shares being required from those who-have given
the hardest terms. Acceptance of this formula by the harder term

LIMITED OFFICIAL USE
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members and this is problematical, will not reverse the net aid trend
in this exercise because the scale of the exercise is small and because
other members have declared that the relief will be counted against
their subsequent aid pledges. Acceptance of the compromise, however,
provides a good basis in principle for later negotiations on aid
shares.

The compromise proposal would secure some immediate gains for the
United States relative to the harder term givers. It would require
larger concessions on terms and on aid flexibility from others compared
to those asked of the U.S., Canada and the UK. The 10 year postpone-
ment at zero interest represents significantly better terms than most
of the Consortium members have given. The use of rescheduling improves
immeasurably the quality of aid by many whose aid has been loaded with
inflexibilities whereas it 1is less of & quality shift for the U.S.

Thus on all qualitative aspects, others are required to meke more
concessions than the U.S. And, they are required to mske these con-
cessions on & much more significant portion of their aid (See TAB B).

The compromise proposal i1s the best we can hope to get and is a very
useful and important step in the direction we want to go.

Debt Relief as Additive Aid. A sure and quick way to reverse the
adverse trend of net aid would be to have debt relief recognized as
additive to regular aid--and to seek to hold previous shares for the
regular ald residue. The disproportionately higher relief share by
the hard donors would thus increase their share of net aid. As stated
above, most Consortium members have already rejected this approach,
and we have little leverage to force a change with this exercise. We
should, however, seek to do so but should not press this to the point
of losing the chance for the modest but real geains for the U.S. in the
proposal even without the additive feature.

Balance of Payments Impact. The proposal cealls for relief in the form
of rescheduling or cash refinancing. This relief gives India more

free exchange and could be looked at as untied aid with possible adverse
B/P effect. The proposed U.S. share in the relief exercise, however,

is under 9% while the U.S. share of Indian imports with free exchange
has been about 13%. We have no reason to believe that the U.S. would
get less than 13% of the increased free exchange--if others, and we
should insist that they do, provide completely free debt relief. Thus,
there is likely to be no adverse balance of payments impact. In fact,
if we can put the exercise through, we stand to gailn.

LIMITED OFFICIAL USE




LIMITED OFFICIAL USE
4 -

Furthermore, U.S. insistence on any form of protection would give
France and Japan and others an excuse for the non-participation they
clearly prefer, and grounds which they could use to blame the failure
of the exercise on the U.S.

Participation by all Donors. Some who might be willing to participate
have legal inhibitions against providing the relief at the desired
standard--for ten years without interest. Alternate devices to secure
equivalent "quality" of relief by all include: partial cancellation

of debt or voluntary relief beyond the required share. These approaches
can be reduced to a common denominator--the grant equivalent of the
relief--and thus equivalence can be measured.

The Bank/IDA family 4is a special case, since interest must be charged
and cancellation is not possible. George Woods has proposed to the
World Bank Executive Directors (to meet February 23) that the Bank
provide about 50% more relief than its share under the compromise
proposal in order to partly compensate for its need to charge interest
on the rescheduled amount. The Bank mansgement cannot go beyond this
without difficulty, and Executive Branch agencies are -inclined to
support Mr. Wood's proposition. With this partial exception for the
Bank, only relief of quality equivalent to the agreed standard should
be acceptable. '

There is a question as to willingness of some, particularly Japan but
to an extent Germany, France and Italy, to participate quantitatively
to the level of the compromise sharing proposal which calls for a
higher share from these harder-term lenders. Refusal by any of these
nations to participate would endanger success of the exercise and
should be grounds for U.S. refusal to participate.

Debt Relief by Bloc. India has been reluctant to agree to press for
parallel relief from non-Consortium creditors, primarily the Soviet Bloc,
on grounds that service to these creditors is not in free exchange but
rather in the form of purchases of goods in India. India's claim is

that these exports are not a substantial burden or not comparable to
free exchange repayments to the Consortium.

We do not accept this argument nor do other Consortium members. The
exports to the Bloc have thelr costs in materials, labor, power and
transportation. Furthermore, we and others, would have political
difficulties giving debt relief which could be said to or which could
in fact allow India to continue its debt payments to the Soviet Bloc.

LIMITED OFFICIAL USE
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At the least, India must egree to make an effort to secure parallel
relief from the Bloc. India should also be advised that, if relief is
not secured from the Bloc, continuation of Consortium relief for the
contemplated three years, and, more particularly, any extension
beyond that period, would become increasingly difficult.

Limiting Supplier Credits. Unrestrained Indian imports on short-term
supplier credits could defeat the purpose of the debt relief exercise.
This is not now & significant problem, but some countries might be
tempted to leave the Consortium, or remain only in a nominal way, and
extend to India extensive short-term credit. The Comsortium relief,

i1f granted, would then be used to finance these harder transactions.
Accordingly, and as a condition of a relief exercise, the Consortium
should ask India to agree to consult on the need to place limitations
on the future use of supplier credits. We would expect that India will
readily agree on this point.

Indian Debt to the United States

Indian scheduled repayments in the next three years (see TAB C) are on
account of Export-Import Bank loans ($50 million plus a year), A.I.D.
development loans (about $15 million a year) and the 1951 Wheat Loan
($10 million a year). It is legally possible to reschedule any of
these, 1n whole or part, for 10 years without interest. Rescheduling
of Wheat Loan payments, however, hes fewer policy difficulties than
would be the case for either Ex-Im or A.I.D. The compromise sharing
formula, which we should not exceed, calls for just under $9 million
a year as the U.S. share. Accordingly, the entire U.S. share, if
agreement is reached in the Consortium, can be accommodated within the
payments due under the Wheat Loan.

Recommendation: Believing it to be in the U.S. interest, particularly
following a year of reduced aid availability, it is recommended that
we take an active role in seeking agreement by the Consortium to debt
rescheduling for India for $100 million a year for three years, subject
to the following terms and conditions:

--Rescheduling to be for 10 years at no interest or on such
lesser terms as may be agreed, providing that the major members
of the Consortium participate and that all participants, with
the partial exception of the World Bank, provide relief of
equivalent quality;

LIMITED OFFICIAL USE
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--Relief to be shared among the participants on a basis no less
favorable to the U.S, than that of the compromise formmla
which requires a small share from the U,S. and other donors
who have provided better terms of aid;

~-The U.S. share of not more than $9 million to be provided by
. rescheduling of payments due under the 1951 Wheat Loan; and

~-Provided India agrees to seek parallel relief from other
- ereditors including the Bloc, and agrees to prudent limitation
an future acceptance of supplier credits.

-~Provided other Consortium members agree that at least part of
the debt relief is additive in order to reverse the adverse
trend of net aid, or, falling agreement, are put on notice that
this remains a strong U.S. objective to be pursued in sub-
sequent aid discussions.

The Depertment of State and the Export-Import Bank joln in the above
recommendsation,

Workee A. At

William S8, Gaud

Attachments (3)
TAB A, B and C

Approved:

Disapproved:

Date:
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Estimated Payments Due U.S. From Indias
" ($ in millions-rounded)

Princim._l_ Interest - Total

FY 1569
ExIm Bank 38 17 55
A.I.D. - L L
1951 Wheat Loan __6 ) 10
Ll 35 79
FY 1970
Exm Bank . C 39 | 15 4
A.I.D. - - ' 15 15
1951 Whest Loan 6 | . R 10
ks _ 34 19
B 197 "
ExIm Bank | 39 13 : 52
A.I.D. | - » 15 15
1951 Wheat Loa.n 6 . 10
’ 2 (4

45
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ACTION

Monday, March 4, 1968
9:55 a. m.
MR, PRESIDENT:
Herewith for your sigmaturs -« and
for the record -- the directive for the

woekend's work, as approved by the
Secretaries of State and Defense.

W. W. Rostow

~FOP-SECRET/SENSITIVE attachment
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TOP SECRET/SENSITIVE February 28, 1968

ME MORANDU M TO: Secretary of State
Sscretary of Defense

As I indicated at breakiast this morning, I wish you to develop
by Monday moraing, Marck 4, recommendations in response
to the situation presented to us by Gensral Wheseler and his

preliminary proposals.

I wish alternatives examined and, if possible, agreed recom-
mendations to smerge which reconcile the military, diplomatic,

economic, Congressionsl, and public opinien problems iavolved.

In particular, I wish you to consider, among others, the following
specific lssues:

~» What military and other objectives in Viet Nam are
additional U, 8, forces Sesigaed to advance ¥

-= What specific dangers is their dispatch designed to aveld,
and what specific goala would the increment of fores, if
recommaended by you, alm to achieve: im the next six months;
over the next year?

-« What praobable Commuunist reactions do you anticipate in
comnaction with each of the alternatives examined, and your
recommended course of action?

~= What Mml would we confroat with respect to appro-
priations and the budget; and what measures would you
propose to deal with those preblama?

-« What probleme would we confront with respect to balance
of payments; and what measures would you propose to deal
with those problems?

o= Should we go forward with an increment of U, 8, forces;
what negotiating posture should we strike, in general; and
what medifications, if any, would you recommend with respect
to the San Aatonio formula?

2740
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«= Aside from the question of asgotiations, what other
diplomatic problems would we confraomt, and how should
they be dealt with?

== What special effort can we and should we take at this time

with respect to improviag the political and military per-
formance of the South Vietaamese 7

=« How should we frame our proposals for the Congress
with respect to: objectives; legislation required (e.g.,
selective call-up); appropriations?

= What major Congressional prodblems can be anticipated,
and how should they be met

== Aside from your recommandations on the dispatch of
forces and reconstitution of reserves, what steps are
required to bulld up a production base for our over-sll
mdlitary effort?

== What problems can we asticipate in U. 5. public opinion,
and how should they be dealt with?

You should feel free ia making this raport to call on the best miads
in the Goveramaeat to work on specific aspects of the problem;

but you should assure the highest poasible degree of security up

to the moment when the Fresident's declsion on these matters

i» amnounced.

LBJ:WWR:mz



INFORMATION

—CONFIDENTIAL—
Moaday, March 4, 1968 -~ 9:40 a.m,
Mr, President:

This political talk by a relatively high captured
NLF official is mildly imteresting. He says:

-=- The point of the offensive is to achieve a
political settlement in the South;

-=- An NLF -Saigea negotistion is eavisaged,
in the end.

To the best of my knowledge, this is the first
Commuaist to state the NLF would talk to the GVN.

W. W. Rostow

TDCS 314/03818-68 {(Advance)
g7

WWRostow:rln



 TEXT OF CIA REPORT (TDCS 314/03818-68) (Advance)

_The following inforv‘tr_'_na'ition'was"‘&exe&opedjfr'omv_lthe__'i,nterrogation L

was captured by the Army of the Republic of V1etna.m forces on February 25,
1968 —volunteered no information, was
reluctant to expound on any statements he did make, and was generally rebellious
and uncooperat:.ve He freely agreed, however, to discuss one subject, ""The
sea.rch for a political way to stop the flow of the’ people s blood. "

_ The Central Office of South Vietnam (COSVN) is currently attemptlna ]
'to 1mp1ement the following new military and pohtlcal strategies in South Vietnam.

A, ~The new military strategy calls for a phase of offensive assaults.

This phase has no limiting time factor. Viet Cong/ North Vietnamese Army forces
will continue to launch attacks against the Government of V1etna.m, city by c1ty,
.capital by capital. Viet Cong/North V1etna.rnese Army forces may cease
attacking for days or weeks at a time, but they w111 resume attacking again

and again. The aims of the general offensive a.ttack phase are to weaken the
Army of the Republic of Vietnam, undermine the f1ght1na spirit of the GVN'

‘-a.r'ned forces, ‘and create economic confusion among the people.

‘B. ' The new political strategy will be initiated upon the successful -
-completion of the general offensive attack phase. At that time COSVN will br1ncr
‘political pressures to bear on the Government of Vietnam to recognize the
National Front for the Liberation of South Vietnam and to accept the Front's

five proposals for negotiations. The aim of the Front is to establish a . - _
_probationary ''united Government of Vietnam." General electlons will follow,

but only after the political problems implied in a "united Government of Vietnam'"
‘are settled. ' '

" Paralleling its interest in the new military and political strategies,
.COSVN has displayed a special regard for the formation of the National Alliance
Front for Democracy and Peace (NAFDP). Itis beheved that the NAFDP has
already put forth to COSVN its policy, which is know to cons1st of eleven points,
aad 1ts const1tutlon, wh1ch cons1sts of four arncles The NAFDP 1is slated to

1.

S(e)

3.4(b)(1)



"‘v‘_“appeasement of all polltlcal partles, officials, laborers and ethnic minorities
.~ among others ‘and the estabhshment‘of commercial serV'lces between North
“and South Vletnam, beglnnmg with 2 postal system and progressing to a full
: trade agreement " Its foreign pohcy includes trade w1th nelghbonng natlons
£l and economlc development on the 1nternat10nal level
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INFORMATION

AONFIDENTIAY Monday, March 4, 1988

MEMORANDUM FOR THE PRESIDENT

SUBJECT: lsraeli Ambassador's Presentation of Credentials--11:00 a. m.
Tuesday, March 5

There are many serious issues you could dtscuss with Rabin, but
these two points seem to me most important:

1. You want the warmest possible relationship with Israel and with
the Ambassador. This comes from the heart.

2. 1If this relationship is going to work, Israel has to go all-out to
make the Jarring mission succeed. We'll go on doing our share, but we
can't shoulder the whole burden.

The Israelis fear we want them to make concessions just to get
the Arabs to the negotiating table. They think the right way to deal with
Arabs is to sit tight and keep the pressure on.

We don't kid ourselves about Nagser's reliability. We know they're
dealing with a slippery customer. But we do think Israel has an obligation
to help the Arabs find a way to negotiate without looking as tf they've
surrendered.

Perhaps the best way to make this point is to talk about your own
experience in trying to negotiate with a tough opponent in North Vietnam.
We don't want to press the analogy. The point is that you're not inexperienced
in this game and even as the stronger power, we are turning over every
stone to make peace without weakening our basic position.

We're just afraid that Israel--with actions like its expropriations
in Arab Jerusalem, its evasiveness on accepting the UN resolution, its
new regulations on the West Bank and its heavy retaliatory shelling of
Jordan--will kill Arab hopes for a reasonable settlement even before
negotiations begin. Jarring arrives back on Cyprus tomorrow. We don't
know what he plans, but he may invite the parties to Cyprus for talks.
Israel's response and its negotiations posture will be critical.

You may want to read Secretary Rusk's recent message to Abba Eban

on Jerusalem (attached) pecause it describes our concern and gives you
the flavor of our most recent approach.

W. W. Rostow
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—SEGRET/EXPIS— March 2, 1968

MESSAGE FROM SECRETARY RUSK
TO AMBASSADOR BARBOUR

1. Please call on Foreign Minister Eban and reiterate to him my
conviction that great restraint is required in Israel's policies
respecting Jerusalem. This conviction has been reinforced both by

the somewhat improved prospects for meaningful negotiations under
Jarring's aegis and by the increasing sense of frustration over
Jerusalem on the part of the Arabe which continues to jeopardize

this hepeful trend. According to our information, Israel has continued
with expropristions of land and with the related new construction
projects in the eastern part of Jerusalem. It is precissly these
activities, however, which understandably give rise to concerns that
the character of this part of Jerusalem is being irrevocably changed
and that the possibilities of negotiating about its future are being
foreclosed. I believe, therefore, that a suspension of the expropriation
proceedings and of the related construction is essential to preseswe

a situation in which negotiation about the Middle East problem as a whole
can take place. I strongly urge that the Government of lerael take this
important step, in addition to refraining from any new measures which
prejudics the future of Jerusalem.

2. You should inform Eban that I have just received his reply to my
letter and will of course study it carefully. On first reading, however,
although I welcome his indication that concerning Jerusalem Israel does
not '"foreclose hopes of a meaningful accommodation to any legitimate
interests, '' I continue to believe that without the steps we are asking
Israel to take, chances for the settlement Israel is working to achieve
will be sericusly jespardixed.
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;e Monday ~ March 4, 196%
i

MEMORANDUM FOR THE PRESIDENT ~ ACTION
SUBJECT: Report on Hemisfair and Sugzgested Letter to Preaident
Costa @ Silva

We are now one month away from the epealag of Hemisfair and the
following Latin American couatries have agreed to participate:

Mexico Panaina
Guatemaia Colombia
El Salvador Yenezuslia
Honduras Bolivia
Costa Rica

Deapite elfarts by Jack Valenti and Ambassador Tuthill tc get the
Brasiiians to participate, we heve had no luck to date. Ambassador
Tuthill believes that skort of a parsenal letter frem you, little can be
accvomplished in persuading President Costa e Silva.

In view of the Brazilian President's negative responses in the past,
Ambassador Tuthill is skaptical about the vaiue of a islter from you.

I think it ls worth a try. 1 snclose a suggested letter for your signmature.
By combining the Hemisfair question with an expressien of sstisfaction
over the recent ssttiement of the soluble coffes probiem and apprecia-
tion for Brazilisg help on the USS PUEBLOQ, the pitch on Hemisfair is
softened. I have included in the letter a paragraph saylag that you
wounld be happy to have him to the Ranch if Braxil participates and
President Costa s Sliva declies to come up for the Brasilian Nationsi
Day at the Falr. 1 don't kmow whether you are prepared to do this, It
would be an added Inceative and would help meet what Costa ¢ Siiva
regards as an opea-ended invitation extended through the Brazilians
whom you saw at the Prayer Breakfast.

W. W, Ro

Attachment

ce - Ernest Goldstein
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March 4, 1768

Dear Mr, President:

Knowing the high importance to both cur countrias of
the International Coffes Agreemaent, ] want you to
know how happy I am that our representatives heve
agreed cn a mutwelly satisiactory provision in that
Agrsement on procsssad coffes.

The next step is to have cur respective Congrasses
ratify the Agreement. 1 plan to present to our Congress
the stromgest possible case for ratification, It will be
of great help if t-e Congress can be sssurad that the
processed coffes problem has been finnlly and definitely
seivad both by the Agresment provision and by steps
baing taken to lmplement it.

1 have also wanted to thank you for your cooperation ia
coansction with the USS PUERBLO incideat. Iam sure
that the agtion of your Foreign Ministry in expressing
Brasil's serious concers to the Soviet Ambassador in
Rioc de Janeiro ha: a signifieant Impaet in Moscow,
¥rankly, I am ‘esply concorned over indications of
North Keresn aggressive intentions toward the Republic
of Korea. I believe that reminders of the continuing
interest of other countries such as Brasil in the pesce
of that ares will helyp dissuade the N rth Koresn Govern-
ment from adveatures which could lead to & reepealag of
hostilities. : ‘

Just recently I had an opportunity to review the list of
countries whicr will be participating in Hemiafair and
was surprised to note that Brasil will apparently not be
reprsagnted. A» you may kaow, this great exposition
is scheduied to open next meonth in San Antonie, Texas.
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The Falr offers a uniqus oppertunity for the millions of
persons who will see the exhibite to begome better
acquainted with Brasii and have a dseper appreciation
of the contribution Braxil is makiag to our home Hemis~
phere an/ the world. Although the time is short, I hope
Brazil will be able to participate in the Fair.

Should you decide to do so and subsequently find that you
are able to attend the Brazilian National Day festivities
at the Falr, I would be maost pisased to bave you join me
at the Raach.

With warm personal regards,

Sincerely,

His Excellency

Arthar da Costs e Silva

Pyesident of the Reopublic of Brasil
Palacio Piaaalto

Brasiiia

LBJ/WGBowdler:mm

cc - Mr. Ernest Goldstein
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—TOPSECR.. - Monday, March 4, 1968 }5—

MR, PRESIDENT:

Herewith Paul Nitze answers the five questions you raised just before you
left for the weekend:

1. Seven-day, three-shift production for the M-16 (Tab A)

Answer: Can be dome. Tab A includes (at the paper clip) the
present production schedule.

2. Accelerating the four Maneuver Battalions (Tab B)

Gensral Johnson explains that they have accelerated all the
battalions once, and two of them twice. Hs does not belisve
that he can do better.

3. More air power for Vietmam (Tab C)

JCS requests now being studied in the context of Westmoreland's
package. Answer: More air power could be used.

4. Helicopter production (Tab D)

g O"’l Increased production of approximately 1100 helicopters, at a cost

M r of about $700 million, now required. With additional deployments,
/ the figure might be raised to 1400 additional helicopters at a cost

\7‘ of about $900 million.

5. Fixed-wing aircraft assets (Tab E)

Defense Dspartment now examining service requests for
140 additional aircraft for FY 68 at a cost of $354 million;

an additional 430 for FY 69 at a cost of $970 million.

W. W. Rostow

Attachments (Tabs A thru E)

96



4 March 1968

MEMORANDUM FOR THE PRESIDENT

You asked whether M-16 production could be put
on a seven-day-a-week three shift production schedule
and, if not, why not. The answer i{s that it can be.
Furthermore, we can accelerate initiation of production
by a second source. An actual increase in deliveries
can, however, not be expescted until September 1968

The details are in the enclosed memorandum prepared
by my staff,

General Wheeler's comments on this subject are also
enclosed., The two papers are substantively in agreement,

Enclosures






. For the 24 months ending December 1969, the seven-day per week
schedule will generate total production of 937, 000 rifles -- or 103, 000
more than under the current 40, 000 per month schedule.

The cost of taking this action is $17. 3 million in FY 1968 funding.

Second Action: Open 2 additional sources, instead of 1 additional source.

Army has been proceeding to select a second source, using normal com-
‘petitive methods. This second source (which is already funded in the
FY 1968 budget) will be placed under contract in June 1968; but first
deliveries will not be obtained until August 1969. Hence, it does not
offer an early opportunity for improved deliveries. In fact, through
"'December 1969 it will yield deliveries of only 14, 000 rifles.

Army has determined that General Motors Hydramatic Division has the
capability to accept a sole source contract award immediately, under
which it can begin deliveries in January 1969, and build to a production
level of 25,000 rifles per month by October 1969. In the 12 months
ending December 1969, it can deliver approximately 162, 000 rifles.

. The cost of opening this third source in additional FY 1968 funding is
$34. 8 million, o

Summarz

. In total, the two recommended actions will yield an additional 265, 000 ‘
rifles by December 1969, if Army is authorized an immediate go-ahead.

. The additional cost in FY 1968 funding to achieve this increase is
approximately $52. 1 million. '

Desirability of Maximum Increase

An analysis of M~16 requirements and assets as of 3/1/68 is as follows:

Gross * Needed Urgently
Requirement . On Hand Remainder for Vietnam

(Excluding re-
placement of M-1s)

PACOM 1,568,318 534,706 1,033,612 376, 796
Other World-Wide 943, 639 170,559 773,080 -

2,511,957 705, 265 1,806, 692 376, 796




The 376, 796 urgent requirement is defined as follows by the JCS:

User Quantity
1. USARV 91,258 Primarily for Combat Service Support
Troops and Maintenance Float
2. ARVN 61,938 To complete equipping of ARVN
3. Potential Deployments
a. Army 72, 000 Packages '""A & B'" in Wheeler
b. Marine Corps 36,600 message dated 2/25/68
4, RF/PF Forms 115,000 1st increment of 268, 000 discussed

in MACV message dated 2/28/68
376, 796

The maximum acceleration of production (including the two actions recom-
mended) will produce monthly deliveries as shown in the attachment.

T (Mvr

THOMAS D. MORRIS

e o — . -
Chen Wiesbkedal









SECRET-

5. (S) The combined production of Colts and the second
source is estimated to be 565,006 through FY 1970 with an
estimated residual rifle requirement at that time of one and
a half million. Therefore, the possibilities of additional
sources should be explored.

6. (S) To provide as many rifles as possible to high
priority US and ARVN Forces, rifles have been redistributed
from CONUS assets. Action is continuing to investigate
possibilities of further redistrihution on a worldwide basis.
However, these assets fall far short of filling the present
requirement in Vietnam.

7. (S) Recommend the Department of the Army be provided
necessary funds and procurement authority to increase present
production to maximum capacity, bring in production from the
second source as soon as possible, and explore possibilities

of additional sources.

EARLE G. WHEELER
Chairman
Joint Chiefs of Sstaff

Enclosure
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ENCLOSURE

M16/M16Al RIFLE PRODUCTION US REQUIREMENTS

COLTS
PRODUCTION

Remainder of
FY 1968

152,000

FY 1969

- 420,000

FY 1970

460,000

1Y

SECOND
SOURCE

105,000

KNOWN REQUIREMENTS

Through FY 1968

Army 583,477
Navy 4,500
Air Force 122,443
Marines 70,596

781,016

CINCPAC Proposed Net Regmts:

RTAV 4,646
ROKV 24,056
ARVN 193,619
VNN/VNMC 12,049
VNRF 140,276
115,000 NOW-

VNPF 167,382

RTAVR 931
PHILCAG 2,007
ATTRITION.& MF 33,507

Enc;osure to CM-BOBl—Gé
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THE DEPUTY SECRETARY OF DEFENSE
WASHINGTON, D. <. 20301

3 March 1968

MEMORANDUM FOR THE PRESIDENT

You asked whether we could accelerate the scheduled
deployment to South Vietnam of the additional four
Maneuver Battalions which have been approved.

The attached memorandum from General Wheeler,

enclosing a memorandum from General Johnson, gives
the reasons why this can not be done.

T2 A mﬁ%

Attachment
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AP Ve’ ‘/‘ o THE CHIEF OF STAFF

.1 MAR 1968

MEMORANDUM FOR: GENERAL WHEELER

SUBJECT: The Four Remaining ﬁ’rogram 5 Infantry Battalions (&%

1, ,(Z) You asked me for information setting forth the reasons
why we cannot ship these four battalions earlier than their presently
planned deployment periods,

2. (5 You will note from the inclosure that we have accelerated FM‘”g
all of the battalions once and two of them twice. In the process we ?19” . 7f¢
have curtailed training to the absolute minimum, Two of the battal-— ”p’,ﬂ‘”
ions have completed their training and are now in the POM/pHas‘e, and " :
the remaining two will finish this training in one week, It will then
take two weeks to complete POM and, inasmuch as this is a PCS move, ,/pw'm‘"ﬂ
we owe it to the deploying personnel to give them the opportunity to pysy e 0
take leave for the purpose of getting their families settled in new SATIVM
homes. We cannot further reduce this time without denying these

leaves and impairing efficiency of those functions relating to pack-
ing, crating and moving. ' '

3. &) These units, with their combat essential equipment, have
already been scheduled to deploy by air.

4, (€5 I recommend these units deploy as currently scheduled.

1 Inel: % .0 oo 0o 7 HAROLD K. JQUANSON
cas oy et T General, United States Army
L R T Chief of Staff .=
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SERVICE

USAF
USAF
USAF
USAF
USAF
USAF
USAF
USAF
"~ USAF
USAF
USAF
USAF

| UsA
USA
USA
USA
USA
USA
USA
USA
USA

USMC

USMC
USMC
USMC
USN

USN

TAB A

J0R-3E6

SUMMARY OF AIRCRAFT REQUIREMENTS

REQUIREMENT

P-4 Squadron
F-100 Squadron
A-1 Aircraft
0-1 Aircraft
0-2 Aircraft
OV-10 Aircraft .
C-130 Aircraft
AC-4T7 Aircraft
AC-119 Squadron
AC-130 Aircraft
UH-1 Aircraft
CH-53 Aircraft

Air Cavalry Squadron

Air Cavalry Troop

Assault Helo Company
Aerial Weapons Company
Assault Support Helo

Company

Aerial Artillery
Battalion®
Artillery Aviation
Battery

Corps Aviation Company

Command Airplane Co.

VF/VA Squadrons

(Marine Air Group (MAG)
plus supporting elements)
CH-46 Squadrons. HMM/HMH .
UH-1E Squadrons HML/VMD._
Helicopter MAG (Supporting

elements)

UH-1 AiYrcraft (or_OV-l2A

substitute) _
1l CVA with CVW*

* Note paragraph 4b above

NLT NLT - NLT-
1 MAY 68 1 SEP 68 1 DEC 68
1 4 2
3 1
10
6

10 20
92 10
13 10 o
6
1 2
8
2
3
1 3
2
3 14
2
2 8
1(-)
1
1
1
2 2
2 1
4. 1
1
16
X
TAB'A

as/ g/jﬁ?C%pub



THE DEPUTY SECRETARY OF DEFENSE
WASHINGTON, D. C. 20301

3 March 1968

MEMORANDUM FOR THE PRESIDENT

You asked how the production of helicopters can be
expanded, including the cost and production schedules
involved, to meet Southeast Asian requirements.

We estimate that current operations at current rates
would indicate an increased production of approximately
1100 helicopters at a cost of approximately $700 million.
If the proposed additional deployments are sent forward,
the comparable figures would be approximately 1400
helicopters at a cost of approximately $900 million.
Increased deliveries would be small in the initial months
and would become substantial in the first quarter of next
year.

The details are included in the attached memorandum.

by my staff.

General Wheeler's comments on this subject are also
attached. The two papers are substantively in agreement.
You will note that selective industrial mobilization and non-
competitive contracting authority is recommended by General
Wheeler as a means to accelerate helicopter production. The
Secretary of Defense requires no authority in respect to such
procedures, as they have previously been authorized and are
in effect where the need has been identified.

o Wi
ot ’\N}g{@

Attachments






SEORET 5. n

1. UH-1 SERIES (IROQUOIS)

This is the "work horse' for Army and Marine Corps. It serves as a
troop transport, ambulance, armed helicopter, and general utility "
helicopter. 2405 now on hand in SEA, Attrition due to loss and damage
is approximately double previous estimates.

Production Capability

CY 1968 | CY 1969
Jan-Jun Jul:Sep Oct-Dec Jan-Mar Apr-Jun Jul-Sep Oct-Dec

Present FY 68 457 652 813 945 1077 1209 1360
Program (Cum) .

Max Incr (Cum) - - 15 90 224 410 604

Proposed Increase in FY 1968 Program

Quantity Cost ($ Mil) - Proposed By
Alternative A 552 $199.2 Army, Navy, Systems
' Analysis
Alternative B 604 214.8 JCS, Army

Comment: Any augmentation of SEA deployments above Program 5
would require maximum production. Costs include expansion in T-53
engine production from 200 to 300 per month. (This is the pacing item
for UH-1 and AH-1G helicopters.) Alternative B w1].1 not exceed total
inventory objective for active forces.

CECL
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SUMMARY OF PROPOSED INCREASE IN FY 1968 HELICOPTER PROCUREMENT

Item

UH-1 (IROQUOIS)
AH-1G (COBRA)
OH-6A (CAYUSE)
CH-47A (CHINOOK)
CH-54 (FLYING CRANE)
~ CH-46
CH-53
OV-1D

Total

Alternative A Alternative B Minimum
(Current (f Additional Recommendation
Operations) Deployments)
Qt. Cost Qt. Cost Qt. Cost
($ Mil), ($ Mil) ($ Mil)
552 $199.2 604 $214.8 552 $199.2
132 65.2 206 101.8 132 65.2
300 42,2 360 50.7 300 42,2
33 68.3 129 267.0 33 68.3
4 9.7 *%k4 9.7 4 9.7
72 135,7 #%72 135.7 %* %*
58 . 133.4 *%58 133. 4 * %
7 15.7 = #%%7 15.7 7 15.7
1158 $699.4 1440 $928.8 1028 $400. 3

*Systems Analysis recommends no additional procurement.

*%¥No additional procurement over Alternative A is recommended at this time.
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SEERET—

4. (S) As stated in paragraph 3 above, the production
increases were designed to permit the acceleration of the
helicopter monthly production rate, not to satisfy worldwide
requirements. These increases are thoroughly feasible and
well within the present capabilities of the production base,
if the capacity of the engine base is increased as recommended.
These production increases would satisfy the Program Five
helicopter requirements of Southeast Asia. There are require-
ments not addressed herein that could be satisfied by selective
industrial mobilization and other similar actions.

5. (S) It is recommended that increased procurement of
helicopters in the quantities cited above be authorized. The
approximate cost is $557.3 million. In addition, it is recom-
mended that, as a matter of urgency, $35 million be provided
for the expansion of the T-53 engine production capacity. It
is recommended that authority be delegated to the Services to
negotiate noncompetitive cost reimbursable contracts and that
selected industrial mobilization, as required, be obtained to
accomplish production of helicopters and engines necessary to
sustain a satisfactory military posture.

EARLE G. WHEELER

Chairman
Joint Chiefs of Staff
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THE JOINT CHIEFS OF STAFF
WASHINGTON, D.C. 20301

CM-3079-68
3 March 1968

MEMORANDUM FOR THE SECRETARY OF DEFENSE

ade

Subject: Fixed-Wing Aircraft Program (U)

1. (S) The President has requested me to comment on the
quacy of our programmed fixed-wing aircraft assets~in

satisfying approved military requirements.

to.
is
to

2. (TS) Existing production schedules are insufficient
satisfy approved military requirements. The following
a summary of the major deficiencies and recommendations
correct these deficiencies:

a. Army. Shortage of OV-1 aircraft through FY 1970.
Recommend the authorization to procure 50 additional air-
craft at a cost of $93.5 million. Deliveries of' these
aircraft could begin in September 1969. ‘

b. Navy/Marine Corps Active. There is a shortage of
Navy aircraft in the active structure. Increased pro-
curement is required to restore‘:capability to existing
squadrons by bringing them to full strength and to replace
aging aircraft. Some fall-out aircraft would, in turn,
be assigned to reserve units as replacements for obsolete
and diverted aircraft. It is recommended that approval
be granted for the procurement of the following additional
aircraft: '

(1) Attack

(a) 75 A-4Fs (36 to modernize 3 active 2A-4B/C
squadrons; 19 for carrier readiness air wing
(CRAW) and pipeline; 20 for combat and operational
attrition). The fallout of A-4C aircraft will be
assigned to reserve units. ($97.5 million)

(b) 62 A-TE (28 for transition of 2 A-~-4B/C
squadrons to A-7; 16 CRAW and pipeline; 18 - combat
and operational attrition). ($155 million) -

GROUP - &
Downgraded at 3 year

intervals; declassified m CY J OF Z5 C¥s

after 12 yoars
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(2) Fighter. 120 F-4J (41 - bring CONUS squadrons
to full strength; 36 - modernize 3 active F-4B/F-8K
squadrons; 23 - CRAW and pipeline; 20 ~ combat and
operational attrition). The fallout of F-4B/F-8K
will be assigned to reserve units. ($336 million)

(3) Other Aircraft

(a) 24 Ka-6D (24 - to replace aged KA-3 aircraft).
($148.8 million)

(b) 12 T-2B (12 - bring training command to full
strength in order to attain approved pilot training
rate (PTR) of 2,750). ($8.4 million)

(c) 8 EA-6B (8 - to achieve approved level at
accelerated rate). ($66.4 million)

(d) 12 C-2A (12 - to replace aged C-1lA aircraft).
($45.6 million) '

(e) 15 KC-130 (15 - to replace older model
KC-130s that will be transferred to the reserve to
replace the C-119). ($43.5 million)

(£) 14 C-130F (14 - to replace aged C-118 air-
craft in active tactical support squadrons). The
fallout of C-118 aircraft would be assigned to
Naval Reserve transport squadrons to replace
obsolete C-54s. ($56 million)

(g) 11 RA-5C (to provide adequate pipeline for
approved force level). ($62.7 million)

(4) In addition, there is a requirement for addi-~
tional funds to provide for the rework of aircraft,
engines, and related components. This would provide
138 additional aircraft for deployment. ($49 million)

c. Navy/Marine Corps Reserve. There is a limited com-
bat capability of Naval/Marine Corps reserve sguadrons
due to obsolete aircraft and serious shortfalls in number
of aircraft because of diversions to the active forces.
The procurement of modern aircraft for active squadrons
will permit fallout of aircraft to reserve squadrons to
replace obsolete and diverted aircraft.




d. Air Force Active. There is a shortage of Air Force
aircraft in the active structure. Additional aircraft are
required to restore capability to existing squadrons by
bringing them to full strength and to provide adequate
training base and pipeline, and combat/operational attri-
tion aircraft for extension of Southeast Asia conflict
through FY 1970. Additional aircraft procurement would
also replace aging aircraft and aircraft with limited
combat effectiveness in the active forces. These fallout
aircraft would, in turn, be assigned to reserve units as
replacements for obsolete aircraft. It is recommended
that the following supplemental to the FY 1968 and FY
1969 budget be approved to procure additional aircraft:

(1)’ Fighter

(a) 259 F-4s (108 for transition of one F-105
active duty squadron and modernization of four
active F-100 squadrons; 140 for training and pipe-
line; 11 for combat and operational attrition).

The fallout of F-100 aircraft will be assigned to
reserve units and be utilized for attrition replace-
ment in active squadrons. ($585.3 million)

(b) 173 A-37s (Aircraft to offset current and
projected shortages in F-100 inventory. Provides
aircraft for six squadrons, four in SEA; one for
RTU; and one for CONUS reserve.) ($63.3 million)

(2) Reconnaissance. 155 RF-4s (126 for modern-
ization of seven RF-10l1 active duty squadrons; 24 for
training and pipeline, five for combat and operational
attrition). Fallout of RF-10ls will be assigned to
reserve units. ($361 million)

(3) Tactical Airlift. 56 C-130s for combat/
operational attrition and necessary resources for
CCTS and RTU in C-130 training base. ($169.1 million)

(4) FPAC/ALO Aircraft. Add 250 0-2 aircraft at a
cost of $24 million. Provides for stated shortage of
ALO/FAC aircraft in Southeast Asia and capability to
support Korea or other contingencies.

(5) UW Aircraft. 6 specially modified C-130s for
unconventional warfare. (Four for initial equipment
against authorized program; two for combat/operational
attrition). ($19.2 million) '




TOP-SERRET

e. RTU Air Force. Active tactical air sguadrons, now
being used as replacement training units (RTU), have
depleted their spares and equipment in support of South-
‘east Asia and can no longer deploy as combat-capable units.
To restore these RTU squadrons to combat-ready status,

. it is recommended that funds be provided to procure the
necessary spares and equipment. ($8.373 million)

f. B-52 Aircraft Air Force. There is an excessive
degradation of the SIOP due to-increased utilization of
B-52 in a conventional support role and programmed phase-
out. It is recommended action be taken to defer inacti-

vation of six B-52 squadrons proposed to phase out in FY
1968 and FY 1969.

g. Air Force Reserve/Air National Guard. There is a
limited combat capability of Air Force Reserve and Air
National Guard squadrons due to obsolete aircraft. Pro-
curement of modern aircraft for active squadrons will
permit transfer of fallout aircraft to Ready Reserve
squadrons to replace obsolete and diverted aircraft.

3. Bach of the Services have outstanding regquirements for
the modernization of their currently 'assigned aircraft.
These modernizations include improvements to avionics, ECM,
weapons capability, survivability in combat environment and
other similar improvements to counter technological advance-
ments of the Communist Bloc.

4. (TS) It is recommended that the aircraft procurements
and other actions cited in paragraph 2 above be approved.
The cost of this program for all services is approximately
$2,392 million. In addition, it is recommended that author-
ity be delegated to the Services to negotiate noncompetitive
cost reimbursable contracts and that selective industrial
mobilization, as required, be obtained to accomplish pro-
duction of aircraft necessary to sustain a satisfactory

military posture.

EARLE G. WHEELER
Chairman
Joint Chiefs of Staff




My. Prasident

The British Ambassador brought in the attached paper which had been
sent to him by George Brown. It was handed to Beorge Brown by
Barbara Ward who said some very important Americans (unnamaed) were
participants in the preparation of the paper. She mentioned Jack Valeatl
as one but, when George Brown checked with Jack Valenti, Jack hnew
nothing about it.

George Brown thought that we cught to have the paper with the
additional commaent that Barbara Ward sald both the Canadlans and the
Vatican were In support of the paper.

We shall be giving it immedlate examination in the State Department.

Dean Rusk

DR:rln
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FOLLOMING. 1S TEXT ©F IENORAKCUN ENCLOSED WITH BARBARA WARD'S
LITTER.
BEGivse
1. ¥Z NUST GO BACK TO THE OME PURPOSE OF THE VAR Il ViZT.Al
VHICH CQINAHCS QEMERAL ASSENT = THAT THE SOUTH ViZTI'ANISE
SHOULD MOT .BE COERCED INTO ACCEPTING A COIUNIST OR ANY
OT:ICR QOVERNHMEMT UHICH THEY.DO HOT WANT. IT.FOLLONS F:CH
THIS THAT ANERIZA'S FULDAMENTAL AlF IS TO CRSATE CO:XDITIONS
OF CHOICE IN THE SOUTH.
2. THIS COMIITHENT, AH HOHOURASLE GNE, PRECLUCES ALL POCSIRILITIZS
OF IRRE3PONSISLE WITADRAWAL. GRZAT POVERS XEZP THIIR PRONISIS,
3. 1T DOZS NOT FOLLOY, HOWEVER, THAT THZ PRESENT POLICY WHICH
IVOLVES CAY HEAYY AND POSSIBLY HEAYIZR 3CMZING OF THE
HORTH AMD (S) INCREASING DESTRUCTION BY HEAVY VEAPCKS IM
THE SCUTH, IS LIKELY TO FULFIL THE OBJECTIVE. EUROPE'S
LESSON I3 THAT 30MSING JM THE MORTH WILL BE EFFECTIVE QNLY IF
LCCOMPANIZD 5Y A FASSIVE INVASION. THEN AMERICAM FORCES WILL BAVE
TO BE TREGLED. I ANY CASE, NEITHER RUSSIA MOR CHINA CAH PERRIT
THZ OVERTHROU OF HANOI. FOR THIS REASCH, ZSCALATIC! UFUARDS = AS
IN THE 2ALKANS IM 1914 = HAS HO LIMITS SAVE IN GENERAL YAR.
THE MASSIVE INCREASE.QF BOMSARDMENT IN THE SQUTH LCOXS LIKE
CESTROVING ‘THE SOCIETY THAT IS SUPPOSED, ULTIKATELY, TO BE ASLE To
DO THE CHOOSING. WHEN THE CRY 1S: ''WE KUST DESTROY THIS CiTY
TO SAYE IT'', WE ARE CLOSE TO.DR. STRANGELOVE.

/"ooooooa
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4. 1S THERE AY ALTERMATIVE? THE CONIUNISTS HAVE INVENTED ONE
MIICH ANERICA MIGHT ADOPT. IT IS CALLED ''FIGHTING AID
NEGOTIATING'' AT SONE CONVEMIENT POINT THIS SPRING, ZMERISA SHOULT
DO TWC THI:GS SIKULTANEOUSLY, STCP THE 20MSING OF THE M0RTH AP
tO3ILIZE HORE MEM FOR VIETHAM. IT SHOULD AMNOUIICE THAT IT WILL
TALK AT ANY TIHE, APPOINT NEGOTIATORS, APPEAL TO UGRLD 0PIH1GH,
REMIND HANOI OF ITS OFFERS TO TALK AND CONDUST A MAJOR PEACE
CFFENSIVE. AT THE SAME TIME, IT WOULD REINFORCE ITS ARMIES IX
THE SOUTH AND COHTIMUE THE TASK OF *'PACIFICATION''.
S. THE ADVANTAGE OF THIS CHANGE OF PACE ARE:
CA) THE CHIEF GRIEVANCE IN THE WORLD AT LARGE AND ANONG THE
PRESIDENT'S CRITICS AT HOKE WILL HAVE BEEN RE¥OYED:
(8> THE ONUS OF PEACE-3REAXING WILL HAVE BEEN PUT UPON HANOI:
CC>- THE SOUTH VIETNAMZSE VILL BE REASSURSD BY THE COEHITHEST OF
MORE AMERIZANS THAT THEY ARC NOT BEING DESERTED:
D) THE NORTH VIETNAMESE WILL REALJZE THAT THEIR SPRING OFFEHSIVE
SAS MADE AMERICA BOTH FORE CAMNY AMD NORE DETERKINED;
CE> ITH MORE MEH, THE WAR CAM BE SCALED DOUN TO LESS HECHANIZED
DESTRUCTION AND PACIFICATION CAN BEGIN AGAIN:
CF> THE ANERICANS COULD USE THE END OF BOMSING TO INVITE HEUTRAL
KATIONS TO SEND. IN CONTROL TEANS INTO PACIFIED ARZAS TO HEL® SUPER~
YISE LOCAL CONSULTATIONS UHICH WOULD BEQIH TO INDICATE YHAT THE
SOTH VIETNAMESE REALLY WANT. THIS WOULD UKDEALINE THE LINITED
AHD SPECIFIC NATURE GF THE AMERICAN COPMITMENT AND . POSSISLY
ESTABLISH PROGEDURES FOR USE IN FUTURE ''WARS OF MATIOHAL
LIBERATIGH'' SINGE YIETNAM HAS PROVID THAT DIRECT GREAT POVER
INTERVENTION 1S TGO AGON!ZING FOR. REPETITION.
¢GY IF THE HORTH REFUSE TO TALK, AIERICA Has TO CIG I GRINLY.
ITS READINESS TO DO SO IS INCH NORE LIKELY TO.BRING THZ.:0RTH T3 |
4 PCLITICAL SOLUTION THAY THROVLIG EVER HISHIR LOADS OF EXPLOSIVIZ
AT THEM, AFTER TS0 YEARS OF SOMBING, THEIR SSCALATION IS PROVING
LORE EFFECTIVE THAN AMERICAS. EUT PATIENCE IS JUST SONETHIN
THE ASIAS MAY RECOGKIZE:WHEN THEY SEE IT AND 32qIH TO THIMK TilaT
COIPRONISE IS THE OHLY WAY OUT.

/8ecaes
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&, THZ DISADVANTAGES CAX BE ARQUED TO BE:

CA) ZENDING THE CONBING WILL BREAX SOUTHER!! MORALE. SEMDING
i'0RE TROCPS IS DESIGIED TO PREZVENT THIS:

(B) IT WILL VEAKEN THE SOUTH'S DEFEIiCE. THIS IS AM ARGQUIENT
cOHDUCTED IN EUROPE DURJING THE WAR WITH THE PRCPCHMENTS OF 30¥M5I%4G
CRAU;l HEAVILY FaCi THE AIRFORCE, A NOT WHEOLLY DISILITERESTED 30DY
PF ADVISERS. THE BOMBING SURYEYS SHOVED THAT WAR PRCDUCTION AHD
MORALE [MCREASED UNDER THE.HEAVIEST BOMELG < UNTIL THE [IIVASIC

(5

BEGAN. AND EURCPE WAS LDEVELCPED, INDUSTRIALIZEDR AND YULMZRADLZT,
NOTHING OF VALUE. IS PRODUCED ‘IN THE MORTH, THE PEOPLE DISPZRSE
TAXING WITH THEM OMLY AM INDOMITABLE SPIRIT OF RESISTAMCE AND
A SINGULAR CAPACITY TO RESURFACE. ‘CLOSING HAIPHOMG VOULD
POSSISLE WIDEN. THE VAR ASD PROBASLY ONLY IMCREASE THE PASSAGE
OF GOODS OVERLAND, UNLESS INVASION OF THE NORTH 1S PLAWNED, IT
IS DIFFICULT TO SEE HOW BOMBING CAM BE ‘''DECISIVE'' AND IF IT
1S NOT, 1TS PCLITICAL DISADVANTAGES FAR CUTHEJGH ITS DUEIOUS
DEFENSIVE CONTRIEUTION.
¢C) IT WOULD ENCOURAGE THE NORTE. JT IS HARD FOR ANYO!E 70O
DECIPHER THE MORTH'S KOOD BUT HAMOI #AY DETECT IM EVER HEAVIER
BOMBING A SOMEWHAT FRANTIC AKERICAM DEMAND FOR A QUICK SOLUTIOM.
HAVING FOUGHT FOR THIRTY YEAKS, THEY ARE LESS CO:!ICERNED WITH TIliZ.
IEY ¥IGHT HOVEVER BE ILPRESSED 8Y A.REINORCE[ERT OF ALERICAR
FORCES COUPLED WITH A CALN AMNOUMCEKENT THAT AKERICA STAYS
UHMTIL THE SOUTH CAN CHOOSE. IT PUTS ANERICA BACK INTO THE POLITICAL
GAIE, BOTH IN VIETMAM AND IX THE WOBLD ANMD WEAKEHS THE GROWING'
IIIPRESSI0i! THAT MILITARY NMOMEKTUN 1S TAXING POLICY OUT OF THE
PRESIDENT'S HAMDS.
¢D> IT YCULD LEAC TO DOKESTIC CRIES CF VEAXNESS JUST SEFORE
Al ELECTIOH. IT PROBABLY WOULD XKNOCK THE CRITICS CFF TALANCE,
FOR THE DOYES, .IT GFFERS Al END TO THE BOMBING AND A #UCH

/GREATER



GREATER FIELD FOR POLITICAL NEGOTIATIOMN. FOR THE HalXS, 1T CFrERS
THE DETERNMINATION TO STAY. FOR TKE COUNTRY AS A UHOLE, IT GFFERS A
CHANGE FROI THE PRESENT INFINITELY DISHEARTEN|XNG PICTURE OF TrE
FACT CF PRESENT DEADLOCK AHMD RISK OF FUTURE ESCALATI!ON,

ENDS.

LORD CARADON:

SENT 022016Z HTH



March 4, 1968

MEMORANDUM FOR THE PRESIDENT
THROUGH MARYVIN WATSON
SUBJECT: National Chairman for UN Day

In the attached memorandum, Secretary
Rusk recommends you appoint Leonard
McCollum as National Chairman for UN Day
1968. 1f you approve, please sign the letter
of appointment at Tab A,

McCollum is recommmended by Ambassador
Goldberg and Robert Benjamin of the UN
Association. He is willing to serve if you
name him, McCollum's biography is at
Tab B. Charles Mortimer was UN Day
Chairman last year; and Edgar Kaiser was
in 1966,

The job of the UN Day Chairman is to
encourage exhibits, school and library
programs, conferences and other public
and educational activities for UN Day
{October 24).

W. W. Rostow

NDavis:feg
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Dear Mz, McCollum:

1 take great pleasure in appointing you as United States National
Chairman for United Nations Day 1968,

Observance of United Nations Day this year is particularly
important. As you know, 1968 marks the 20th anniversary
of the adoption by the United Nations General Assembly of the
Universal Declaration of Human Rights. This year is being
celebrated throughout the world as International Human
Rights Year,

I am confident that you, as National Chairman, will find
enthusiastic response from the business, labor, and community
leaders who serve on the National UN Day Coammittes; from

the Governors, Mayors and other State and locsl officials;

and from the leaders of our great national orgsnisations.

It is gratifying to know that we can count on your demonstrated
abilities and influence to assure a successful, nationwide
observance of UN Day 1968,

Mr, Leonard ¥. McCollum
Chairman

Cosntinental Oil Company
P, O, Box 2197

Houston, Texas

LBJ:State:NDavis:feg



Monday, March 4, 1968

MEMCRANDUM FOR THE PRESIDENT

{Through Marvin Watsoa)
Dick Helms' third repost on the fereign comnections of U. S. peace
groups lists no startling new developments since last December.

f. U. S. pesce activists continue their close coordination
with North Vistnamese officials.

2. Ralph Schoenman, the prime mover behind the
Bertrand Russell Foundaticn's peace projects, is now-

workisg in the U. 8. His special target is reportedly
the Black Power movement. He claims to have had success

in getting Nogro militant groups to back his Vietaem policy.

W. W. Rostow

97
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Monday -
March 4, 1968
MEMORANDUM FOR THE PRESIDENT -- _INFORMA TION
SUBJECT: Proposed Scenic Road Network Along the US-Mexican
Border

Herewith a creative idea developed by Harry Shooshan of
Interior for limkiag natural aad historical sites aleng the
U. S. -Mexican border with a modest road netwerk.

This bas already been propossd to the Mexicans and they
are interested. The Border Development Commission will
consider it further at their March 18 meeting in San Diego.

W, W. Rostow

Attachment



F.bruary 26, 1968

Me mﬁ:nndum

To: . The President of the United States
' Througb: Ambassador Raymond Telles, Chalrman,
U.8. Section, U.8.- Mexico Commission
for Border Development and Friendship

Frem: Deputy Under Secretary for Programs
Subject: United States-Moxico Scenic Road Network

The network would provide pleasure driving in beautified areas
along both sides of the border, from one end to the othesr, taking
advantage earcute of numerocus patural and historical features.

Existing roads, to be deslgnated on the United States side by the
governors of the four border states and to be uniquely marked,
would make up the United States portion of the network. M.xico
would designate a network of routes on her side of the border.
Many miles of lalsurely driving, lower standard roads would be
included. This would pot be a big road bullding program to pro.
vide hlgh-speed highways coast to coast.

Linked by these networks~-liks a string of pearis--would, on
both sides of the border, be:

= parks, recreation areas and wildlife refuges;
«= historic missions, forts, battleflelds, and presidios;

== monuments, memorials, cultural and archaelogical
sites.

Individual "pearls' havc only selective appeal to the few. Strung
together, and highlighted Ly 4 promotional effort, they would offer
a recraational experience with appeal to the many. A representa-
tive list of "pearis® is attached.



Along the roads, we hops on both sides of the border. would be
constructed:

-+ campsites, plcnle areas and rest stops;
-~ privately developed food, housing and service facliities,

Three of the travel trails Included in the recent state plan prepared
by Texas, could tis directly into the natwork on the U. S, side:

== Texas Tropical Trall (between Liredo and Browasville);

« Texas Mountain Trall (a pertion of which runs southeast
from Juares aloag the border);

=« Texas Pecos Trall {a portion of which parallels the border
" southeast of Big Bend National Park).

At our meeting with Mexico in Juares on December 5, we proposed
the idea of a scenic roads network. Mexlico was interested; and in
response to their request, we subseguently made available to
Mexican officials our preliminary thinking, along with a copy of the
attached map. We stressed that the map was conceptual and illus~
trative and was in no sense an attempt to influence the cbolcs of
roads on the Maxican side. We hope to establiah the degree of
Mexico's interest at 2 joint working meeting of the Commission on
March 18 in San Dlego.

The National Park Service and your Council on Recreation and
Natural Beauty have field survey teams on the border. Among their
tasks is the identification of specific roads, additional “pearis",
and suggested locations for roadeide facilitles«<all having siganifi-
cant poteantial. Their reporte are due shortly.

With these In band, we will develop a blueprint to use as a basis:

«« for eblaining sagreement on specific responsiblilities
" within the federal establishment;

«« for approaching members of the Congress, whtn timely,
to obtain endorsement and sssistance;



-« for approaching state, local and perhaps private interests
to enlist their enthusiasm, cooperation and participation,
siace implementation of the propoul will require total in-
volvement.

Weo believe this proposal has a lot of potential., After we have estab-
lished at S8an Diego the acceptability to both sides of 2 more specific
plan, it might lend ltself to a joint anncuacement by you and Presl-
dent Dias Ordaz. Actusl implementation could follow such an an~
nouncemsnt.

This report is made to you now because the oppertunity did not occur
on February 2, despite the gencrous amount of time you gave to the
Commisalon.

Top] " vy it

Harry Shooshan

Enclosures
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List of "Pearls"

Some examples with potentlal are:

Texas -~ Mexlico Border

Forts: Polk, Brown, Ringold
Missions: San Francisco Visanon, Solano del Nombre
Presidio: San Carlos del Sacremento

Historic Sites: 12 near Falcon Reservolr

New Mexice - Chihuahua Border chlon

Misslon: El Paso del Norte (1659)
Presidio: Janos - 17th centary Spanish
Historic Sites: Santa Rita Copper Mines, Southern Route to

Callforaia - pionesred by Mormon Battallon
(1846)

Pre-Historlc Sites: Casa Grande Rulns, Pendleton Ruln

Arizona « Sonora Border Reglon

Missions: (north and south of border) Arizpe, Bac, Caborea,
Cocospera, Cucurpe, Doloreo, Gusvavi, Magdalena,
Sonoita

Preslidios: Altar {1752), Fronteras {1690), Terrenate (1741)

Historic Sites: Early haclendas

Pre-Historlc Site: Ventana Cave - Liehner Mammoth or
Triocheras sites
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Monday, March 4, 1968
SECRET/HSENSITIVE

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Pressure on the Canadian Dollar

Canadian Finance Minister Sharp saw Secretary Fowler Friday evening
to go over the problems facing the Canadian dollar. (His visit to Washington
was closely guarded to keep it from the press.)

Sharp said the Canadian dollar had come under pressure because of:

-=- the UK devaluation;

-- the anticipated sffects of the U. S. balance of payments program;

-- misinterpretation of the U.S. program.

Pressure was heavy in January; it quieted down after issuance of the
Treasury statement explainiag the limited impact of the U.S. program on

Camada; and it flared up again during the Canadian Government crisis last week.

Since January 1, the Government used up $900 miilion, or 1/3 of its reserves,
to support the Canadian dellar.

U.S. consideration of balance of payments trade measures posed an
additional problem:

-~ Sharp said that if we imposed an import surcharge, the Canadians
would have to devalue since they had no feasible way to offset it.

-« 1f we imposed a border tax (export subsidy and import surcharge),
the effect on their exchange market would probably be manageable,
since they have alrsady announced publicly that they would match
whatever we did. Nevertheless, Sharp believes that any measure
in this area would not be in our interest. It could not benefit our
balance of payments very much, and it enuld set off 2 wave of
retaliatory measures whose ultimate effect on trade and confidence
no one could accurately foresee.

In appraising the general situation confronting the Canadian doliar, Sharp

said that Canada's cost and price problems were manageable and the Government

~SECRET/SENSITIVE
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SEGRET/SENSITIVE

wanted to avoid devaluation. To maintain the rate, however, it was

essential to reverse the growing belief that the Canadian dollar could not
hold. He asked Fowler to consider two ms asures:

-- sxemption of Canadien investment from the balance of
payments program. Evea though the program does not bear
heavily on Canads, Sharp said that an exemption would have
an important psychelogical effect.

-- an Exim Bank line of credit of $1 billion -- he aaid they
would not intend to use it but its existence would be strong
evidence of Canadian determination to hold the rate.

Sharp said that whatever we could do to help would not be a balance of
paymaents drain for us because of our bilateral reserve arrangement. He

argued that the U.S. can neither gain nor lose reserves in dealing with
Canada.

Secretary Fowler explained our problems with an outright exemption of
Canada from the investment program, asked Sharp to consider what we could
de together in the border tax ares, and said we would go over their requests
and give them an early answer.

We have begun to sxplore the possibilities of:

== an Exlm standby credit as part of a multilateral support
operation with the Europeans;

-= a statement of intent that we would re-examine our investment

guldelines for Canada if they wers proving to be a serious
problem for Canads.

We will have firm recommendations for you after looking into these
possibilities.

W. W. Rostow

mcr:mst

SEGRET/SENSITIVE
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ACTION

~-GONFIDENTIAL monuay, March 4, 1968

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Concessions on Israel's PL 480 Agreement?

Negotiations on Israel's PL 480 agreement begin Tuesday. The
Israelis have made one final low-key pitch for concessions, I report it
because it was made on instruction but I would be inclined to stick to our
present position, because I think we can do so without creating a problem
and because we're already making a major concession in having any PL 480
program at all for Israel,

You will recall that, in approving the $27 million Israeli food sale,
you decided that Israel should move this year to 100% dollar sale., The
alternative was 75% dollar and 25% local currency. All of your advisers
recommended a 100% dollar sale, and I recall your agreeing strongly that
Israel ''shouldn’t be begging. "

A less significant element in the normal terms for this kind of
agreement is a 5% downpayment (in this case $1.35 million). We do waive
this in some cases (India, Pakistan, Indonesia, Congo, Ceylon, Ghana,
Guinea) and reduce it in others (Morocco, Tunisia, Sudan), No one sees
any economic reason not to require the full 5% from Israel,

Saturday, Eppie Evron ''on instructions'' from his Finance Minister
ssked us to reconsider reducing the dollar requirements to 75% and waiving
the downpayment, He admitted, in making this pitch to Hal Saunders, that
they weren't going to make a federal case of this. He acted like someone
dutifully carrying out orders, knowing that the decision had been made,

The one reason for making any concession would be to give them
the sense that we're not being completely uncompromising, Eppie points out
that they're already making the $200 million shift in reserves Eshkol promiled
and buying $50 million in commodities here for cash,

All of your advisers are inclined to resist this final effort. But if
you want to give a little I would recommend sticking to 100% dollar sale--
the important issue--but reducing the downpayment requirement from 5%
to 2.5%. This would be purely a gesture since the amount involved would
be only $675, 000.

W. W. Rostow
Stick to approved terms
Reduce downpaymaent to 2.5%

cc: Harry McPherson
< CONFKIDENTIAL—




March 4, 1968

My, President:

Attached, for your approval,
is a propesed message to Ganeral
Apkrah on the eleventh aaniversary

of Ghana's independence.

W. W. Rostow

WWR:EKH:RM:1lw

Att: File 757



PROPOSED MESSAGE TO GENERAL ANKRAH (GHANA)

Dear Mr. Chairman:

~ All Amsricaas join me in sending warmest greetings to
y‘on and the peopls of Ghana as you celebrate the eleventh anniversary
of your national independence Day. |

Vice President Humphrey has told me of the great vitality and
impressive accomplishments he found during his recent visit with
you. The new Ghana is rekindling for all her citizens the promise
of a stable and prosperous indepandence.

1 have warm memories of our mcﬂng last October, Mr.
Chairman, and I much appreciate the gracious welcome you gave
Vice President and Mrs. Humphrey. We are deesply proud of the
strong bonds of .{riendship that unite our two countries.

With best personal regards.

Sincerely,

Lyadon B. Johnson

His Excellency
Lieutenant General J. A. Ankrakh, 0.0.V., M.C.

Chairman, National Liberation Council of the Republic of Ghana
Accra.



—SECRET— Monaday - March 4, 1968

MEMORANDUM FOR THE PRESIDENT - ACTION

SUBJECT: Possible Visit by Presideat Frei

Ambassador Korry reports that President Frei believes hs
can obtain Senatorial approval to visit Brazil. Frei wants
to combine this visit with the long-delayed visit to Washing-
ton.

Subject to your approval, we proposs to have Korry inform
Frei that your invitation still stands anJ that July would be
a convealent month,

W. W, Rostow

Approve Frei visit
Disapprove

Call me .

58
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TO . THE PRESIDENT v B T TR SN o |
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dNuOMPROHISING PRESENIATIOR<BY'PAK 0? NORIH ‘KOREAN: POSITIO
AS"STATED 'IN SIXTH AND SUBSEQUENT MEETINGS-AND ‘EQUALLY &
FIRM REJECT ION. OF *PROPOSALS “WE:PUT FORWARD. AT -NINTH- nesr:ws.
AT END OF RIS OPENING STATEMENT, PAK HANDED ADMIRAL SMITH *
SNGLISH VERSION WITH. HEADING "AGAIN. DESCRISING™HIM AS™
REPRESENTATIVE OF:GOVERNMENT OF NORTH KOREA. HE ALSO- GAVEL¢
S¥ITH-HANDWRITTEN LETTER “ADDRESSED TO PRESIDENT JOHNSON'
PURPORTEDLY SIGNED BY.ENTIRE CREW,  INCLUDING WOUNDED. LETTER,
SAYS WOUNDED-IN FINAL-STAGES.OF- Rscovznv.,Sﬂ:rH ACCEPTED -
LETTER AS: "DOCUMENTADDRESSED 79 .PRESIDENT .OF THE: UNITED
orarvs” To Avoxﬁ nur ENDDRSEHENI OF: Aurusmrchrv.

,vi f o s
PRy bl s M
-. r,{ ‘ AL R

2

o

,PQEVIOUS LIN&. MEETING EHDED BITH PAK PROPDSIHG RECESa'
%FTZR SHIT&;HAD :&ID:HE HOULB REFER PAKFS'STATEHQNI 'T0

@8 } o 'y
D"LIBERATELY’PROJECIEDiIQUuH IHAGE DURING -PORT ION"OF | HIo=
STATEMENT +IN: ¥HICH-HE REJECTED 'IMPARTIAL: INQUIRY BY THIRD
PARTY AND Y INDICATED UiS+ININO POSITION: TO "ACCEPT"™ ‘RELEASE"
OF CRE%-TO' NEUTRAL -CUSTODY.: HE> ADDED “IN: VERY HARSH TONES THAT
SUCH REMARKXS. CONSTITUIE. DEFILEMENT 'OF NORTH KOREAN- SOVEREIGNTY
AND ASKED RHETORICALLY AND SNEERINGLY WHETHER THIS NEANT U.S”
BELIEVES NORTH XOREA-HAS NZITHER-LAW NOR-ABILITY TO DEAL
YITH SITUATION, HE -CONCLUDED:THIS MOST DRAMATIC. PORTION OF
HIS PRESENTATION WITH.STATEMENT-IN-SOFTER.TONES' THAT IT -

.WOULD BE HEIGHT OF FOLLY FOR US:TO BELIEVE .THAT IT.CAN
COMPEL" \OQTH KORLA IO<&CCEPI"UNHARRANTABLE“ CLAIND-

e\K,, L ey T 1R et s WA

XRHOX. .FPROM. QUILCK: COFY . |



C. ?AK'S P?EQENTATION CONTAINED uVLY VAGUEST RE ERENCES
TO POSSIBLITY THAT CREW MIGHT BE TRIED, BUT IMPLICATION WAS
PRESERT 1IN -SUCH STATEMENTS AS:  "A5 LONG AS YOUR SIDE KEEPS
ON TAKING SUCH AN UNWARRANTZD STAND AS PRESENT AT QUR MEEZTINGS,
QUR SIDE WILL HAVE NO OTHER WAY BUT TO UNDERSTAND THAT YOUR - -~ .-
31IDZ HAS ‘NO CONCERN-ABOUT THE FATE OF THE CREW OF THE .PUEBLOD -+ . -~
44D TRIES TOC EVADE THE RESPONSIBILITY FOR THEM'ACCORDIKGLY, " )
OUR SIDE . QILL‘HAVEHNO ALTERNATIUE BUT TD CONSIDER ANDTHLR
JTLP. [ R :

"D I“‘ARGUING?FOR&US‘ACCEPTANCEWOFQNORIHMKOREAV;POSITIDN,
PAX AT, ONE POINT: REFERRED TO-EXISTENCE OF:"PRECEDENIS. OF
4AVING SETTLEP SIHILAR CASES IN THE PAST UNDER "THE - TER%S

LETTER IS SIGNLD BYf ;
WOUNDED. OFFICER'S NAMES APPEAR ONLY AS CURbIVE SIuHATURE S e e
FOLLOWED BY-RANK AND POSITION, ENLISTED PERSONJEL BOTH bIGNEﬁx““ RN ,
AND PRINTED THEIR NAMES, ALL SIGNATURES APPEAR IN SAME-BLACK - L R
INKe SIGNATURES OF TwO. REPORTEDLY SLIGHILY WOUNDED CREW' ﬂnHBERS ceem T T
(CRANDALL AND CHICCA) “ARE. INTERSPERSED WITH OTHER CREW> - R A T
c‘I-’.‘:.‘JA'I'IJR“‘S.. SIGNATURE. OF. SERIDUSLY -WOUNDED. CREW HMZMBER. CVOELK) o
APPEARS IN. VERY CRAMPED WRITING AT VERY:END OF ENLISTED: CRE?*”“"
LIST. SIGNATURES OF CIVILIANS (TUCK-AND IREDALZ) FOLLOW.
JOELX"SaALTHOUGH: .IT MIGHT*TAKE ‘HANDYRITING. EXPERT 10O .
JUDEE, THERE- 1S SANENESS TO. CERTAIN _SIGNATURES. AND—GEN&RRL
APPEARANCE.OF: SIGNATURE. PAGES. WHICH SUGGESTS SOME -NAMES MAY :
HAVE. BE?ﬂJFORGED.~$IGNATURES OFWBUCHER‘AND HURPHY ONLYfAPPEAR N

somswar MORE ACCEPTABLE. AS AMERICAN THAN PREVIOUS moars '
ALTHOUGH TONE REMAINS. UNNATURAL.' HANDWRITING'IS. NEAT AND REGULAR; -

AND NOT :UNLIKE WHAT ONE WOULD EXPECT T0 SEE IN TERM PAPER- i ' ¢
OF INTELLIGENT EIGHIH. GRADE STUDENT, POSSIBLY A GIRL. IT 18 §
CLEAARLY- NOT BUCHER®S, NOR DOES IT SUPERFICIALLY [RESEMBLE. ., o N
AFFIXED SIGNATURES;OF ANY OTHER: CREW WEMBERS, ~7 ...t * R

RN R
L . ST e
- . - =

XRROX . FROM. QUIGK: COPY
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e HE} THE OFFICERS, CREW- AND CIVILIAN OCEANOGRAPHERS OF THE

. USS PUEBLO, ARE WRITING YOU JOINTLY TO. EXPLAIN THE :FACTS AND'

“THOSE"POINTS WE CONSIDER PERTINENT TO OUR. CAPTURE; AND OUR.
DETENTION IN' THE"DEMOCRATIC.PEOPLE®S REPUBLIC OF KOREA AND

~TO REQUEST .YOUR ASSISTANCE IN OUR REPATRIATION, WE CONSIDER . L
THIS LETTER T0 BE VITAL TO OUR FUTURE. WE DOaNOT MEAN. TO IMPLY~r~:
THAT YOUR CONCERN FOR US IS OR'HAS-BEEN NEGLIGENT ON THE . 7:0
CONTRARY, OUR EARNEST DESIRE" IS THAT YOU, OUR COMMANDER IN CHIEF, -
HAVE THE COMPLETE FACTS AS WE ‘AND. THE GOVERNMENT OF THE
DEﬂOCRATIC PEGPL? s REPUBLIC OF KDREA KNaw TH?M.- A

WE ARE ALL MEMBERS OF THE ARWED FORCES OF THE UNITED . = & -
STATES OR THE DEPARTMENT OF DEFENSE., S I

: THE USS PUE3LO- WAS. DESIGNED AND COMMISSIONED TO CONDUCT
FLECTRONIC ESPICNAGE AND HAD A DETACHMENT OF MEN ASSIGNED WHO

ARE HIGHLY TRAINED IN THIS FIELD, A SECONDARY.CAPABILITY WAS-TQ .

TAKE OCENAOGRAPHIC MEASUREMENTS USEFUL FOR NAVAL opzanr:ous soa.~«

WHICH TuO CIVILIAW DCEJQQGRAPHERS WtRE ASSIGNED.,wkav

WEL UERE OPERATING UND...R OFFICIAL U¢S. NAW ORDE‘RS' ISSUED TR
TO US 'BY. COMMANDER o ' NAVAL FORCES.'JAPAN, ‘OUR:'OPERATIONAL. COMMANDER
OUR “ORDERS "WERE" APPRDVED AND SANCTIONED, BY: THE JOINT CHIEFS,
CFSTAFF AND THE.CHIEF. OF NAVALZOPERATIONS. R .

Eny ‘y&»m :- ‘ e ] ‘

‘OUR-SHIP, IN ORDER TO OBTAIN ELECTRONIC AND VISUAL

g S

INTELLIGENCE, INTRUDED INTO THE TERRITORIAL. WATERS OF 1o
THE DEMOCRATIC PEOPLE®S REPUBLIC OF XOREA AT THE FOLLOHI“YG POINTS! =

1--9.8 MILES FROM KALTAN NORTH OF CHONGJINj
2--11.2' HILES FROM ORANGDAN, o o e
3--18.75 MILES AND 11.3 WILES FROM SOVGJIN EAST OF CHOVGJIN; T

4--2,2 "!IL’-‘S FRO*‘! ANSO\’GGAP IN THE MAYANGDO AREA3 , ’ L
DET:RMINED TO BE AN ADMINISTRTIVE

S : MARKING. CANCELLED PER E.O. 12353,
] 7.5 "}ILESﬁFROM YODO INJTHE WONSAN AREA. ‘ SEC 1.3 AND ARCHIVIST'S mo*‘m_
' T MAR. 16. 1983,

P i
XEROX. . FROM QUICK COFY o %



AS VE WERE ORDERED, WE CCNCENTRATED OUR INTELLIGENCE -
COLLECTION EFFORTS DURING THE 12 DAYS IN THE COASTAL WATERS ’
OF THE DEMOCRATIC PEOPLE®S REPUBLIC OF KOREA IN THE VICINITY
CF FOUR PORTS: CHONGJINj3 SONGJIN3 MAYANGDO, AND WONSAN. WE SAMPLED
THE ELECTRONIC ENVIRONMENT WITH EMPHASIS ON COLLECTING VARIOUS.
[IFORMATION ON THE NAVAL FORCES OF THE KOREAN PEOPLE®S ARMY
AND- INTERCEPTING AND LOCATING RADARS ALONG--THE COAST. WE =~ .-
ALSO INTERCEPTED COMMUNICATIONS AND DETECTED OBSERVATION : :
POSTS AND MILITARY-OBJECTS LOCATED ON THE :COAST. VE WERE . - TR BRI SRR
CAPTURED. ¥HILE COMMITTING HOSTILE ACTS 7.8-MILES.-FROM YODO. INX-~f3' . ¢ N
THE. VICINITY-OF. .WONSAN 'IN THE TERRITORIAL WATERS OF :THE RRARA % -

DENOCRATIC PEOPLE’S REPUBLIC OF KOREA ON 23 JANUARY. 1958.,;qh1, >
R L LR A e ”
_IMAEDIATELY FOLLOWING THE CAPTURE.VE ATTENPTED TO DENY - i 7Y
THE  REAL PURPOSE OF .OUR OPERATION AND OUR.INTRUSIONS INTO. ;ﬂi;L s
THE TERRITORIAL VATERS, HOPING TO SAFEGUARD NATIONAL SECURITY - L REAT A
AND OUR NATIONAL HONOR« HOVEVER, WE COULD.MOT LONG:DENY THE #,J--;fg; B B
FACTS SINCE THE KOREAN PEOPLE®S ARMY. HAD IN THEIR POSS- “hf;“f;f}}fﬁgf;-ﬁigj
ESSION OUR DOCUMENTS WHICH REVEALED THE REAL PURPOSE OF OUR /3. 't "5 oXid’a p¥
GPERATION .AND THE SHIP'S POSITION LOGS AND CHARTS WHICH. - - 7« %k i
PROVED OUR: INTRUSIONS"INTO THE TERRITORIAL VATERS OF THE - i'" . .- A S I
JEMICRATIC. PEOPLES. REPUBLIC OF KOREA. ;“j* B ﬂugf:;;;*;t_;:r;;r; h

Iy LIGHT OF THIS DAMNING EVLD{VCE AND OUR LATEST HONEST *7’, o
CONVICTION THAT WE MAD GRAVELY~“WRONGED THE KOREAN PEOPLE, R S :
WS SINCERELY AND OPENLY CONFESSED EVERYTHING « WE THEN WROTE e
A JOINT LETTER OF APOLOGY TO THE GOVERNMENT OF THE D mocaartc . .
DLOPLE'SIBEPUBLIC or KOREA AND ASKED,FOR L£NIEVCY. { . . ﬁ-.u AL e

- » N . .}- irve e PR

srvcs*oun osrsntxon WE qavz BEEN TREATED HUMANELY . WE ARE* T A
PROVIDED WITH ALL THE.NECESSITIES .FOR DAILY:LIVING. IN FACT, i, . - | ..
THE TREATMENT WE ARE<RECEIVING IS CLEARLY BEYOND EXPECTATIOMN. - S
SUR' WOUNDED HAVE- BEEN TRE&TED ANU ARE NOW. IN . THE FINAL STAGES - i
F RECOVLRY. ' S I ,ﬁ,,» N A R

L oo e ~~-ﬁ p . Yo A
r‘: N ) R .v' o 7 "‘7’ 4l o ".“ n‘)<

,
¢

Can Ry 2

1) o
s T
R
SR

IT Is- L’GITI#ATE FOR THE GOVERNVENT OF - THE DEiOCRATIC v ‘
PSOPLE'S-REPUBLIC OF KOREA'TO INSIST THAT BEFORE QUR. w~;u”4£f

REPATRIATION CAN BE REALIZED, THE NECESSARY.AMENITIES BE = . jov i 5V
MADE BY OUR GOVERNMENT UNDER WHOSE ORDERS ¥E OPERATED. ff[lt R
SPECIFICALLY, WE BELIEVE THAT SINCE THE REAL FACTS OF THE -

A4

PIUEBLO CASE HAVE BEEN FULLY REVEALED TO THE WORLD, OUR = -';’_“},3"’ o
REPATRIATION CAN BE REALIZED ONLY:WHEN OUR GOVERNMENT FRAVKLY B v
ADMITS THE FACT THAT VE INTRUDED INTO THE. TERRITORIAL WATERS\53,7 SRR
OF THE DEMORCRATIC PEOPLE'S REPUBLIC OF KOREA AND COMWMITTED - . . SRR
HCSTILE ACTS, AND SINCERELY APOLOGIZES FOR THESE ACTS AND =~ . . A
GIVES ASSURANCE THAT THEY VILL NOT BE REPEATED. - Co \

WE HAVE HAD MaNY OURS OF SOLITUDE SIVCE OUR DETENTION '
TO REFLECT AND CONSIDER THE NATURE OF OUR OFFENSE, AND RATHER o
THAN HAR3ORING RESENTUENT TOWARD THE KOREAN PZOPLE FOR OUR o
CAPTURE, WE HAVE. A STRONG FEELING OF GUILT FOR THE ACT WE ’
COﬂﬂITT°D.

XIHO¥. FOM QUICE COFY
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_ T entem- March 4, 1968

Ore M

”~
6o
FROM: W. W. Redtbw A-PYO
T THELRES/DE C

- SUBJECT: Panama Situation

—repre sentatives of Presidential candidates Arias 1.5(¢)

and Samudio reached an understanding early this morning which has 3.4(b)(1)
been accepted by President Robles. Key elements of the under-
standing are: '

(2) The special session of the National Assembly will be held
on March 4 as scheduled, but impeachment charges will
be referred to a study commission;

(b) The special session will reconvene March 5 to consider
reforms in the electoral system. It is understood that
the present three magistrates on the Electoral Tribunal
will be changed; ' '

(c) President Robles will change his cabinet to make it more
non-political;

(d) Both political groups will immediately cease provocative
propaganda and try to calm down the political atmosphere.

Presidential candidate Arias plans to go ahead with his public demon-
stration this afternoon, but it is probable that Presidential candidate

Samudio will cancel his.

The situation is still tense and difficult, but, hopefully, the above
understanding will provide a way out of the present electoral crisis.
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THZ PACE OF ENEMY INCOMING SLACKEHYED YESTERDAY,
PARALLELING ENEMY GROUND ACTIVITY, AS A COMPARATIVE
L34 127 ROUNDS OF MIXED ARTILLERY, ROCKET 4ND-MORTAR
TOUNDS FELL DURING TAZ PERIOD. INCIDEﬂT TO THE DAY'S
SHILLING, TWwO FATALITIES WERE RECORDED, VITH INJURIES
SUSTAINED BY AN ADDITIONAL 23 MARINES. A C-123 AIRCRAFT
+AS DESTROYED WHEM STRUCK EY INCOXYING MORTAR ROUNDS,

AT BORDERING INSTALLATIONS ALONG TRE DMZ, ENEMY INCOMING
FOLLOVED ITS NORMAL DISTRIBUTION. TYELVE ROUNDS OF MORTAR
FZLL AT CANMP CARROL INFLICTING INJURIES TO ONE
MARINE. SIX MORTAR ROUNDS FELL AT Ca LU. A RECONNAISSANCE
TEZAN OPSRATING 19 KILOMETERS SOUTHEAST OF CAMP CARROLL
HECZIVED FIVE ROUNDS OF MORTAR. SIX ROUNDS OF ARTILLERY
FELL AT DONG HA., AT A-3 AND GIO LINH, SIX AND 34 ROUNDS OQF
ARTILLERY WERE RECEIVED RESPECTIVELY. THREE MARINES WERE
INJURED FROM THE -3D BATTALION, 3D MARINES, POSITIONED AT A-3,
ARVN UNITS AT A-1 RECEIVED 57 ROUNDS OF ARTILLERY. FINALLY,
THE 3D BATTALION, 1ST MARINES IN OPERATION NAPOLEON/SALINE,
KECEIVED 35 ROUNDS OF MIXED MORTAR AND ARTILLERY ROUNDS,
JAMAGES ATTRIBUTED TO THE DAY'S SHELLING WERE MINIXAL.

GROUND CONTACTS IN NORTHEASTZRN LUANG TRI PROVINCE
nCCELERATED AS 3D BATTALI2N, 1ST MARINES, WHILE SWEEPING
THROUGH MAL XA THI VILLAGY IN CONTACT THROUGHOUT THE DAY,
JTILIZED TARNKS, NAVAL GUSFIRE AND AIR STRIKES; AND KILLZD
35 NORTH VIZ TVAFFSE VHILE CAPTURING FOUR INDIVIDUAL AND
THREE CREW SERVED YEAPONS. FRIENDLY CASUALTIES WERE
LISTED AS 22 KILLED, 37 WOUNDED WITH SEVEN MISSING, IN
La¥ 30N 187, AN ARVN BATTALION (3ST BATTALION, IST REG-
[1MZNT) ENGAGED A LARGE ENZMY FORCE SEVEN KILOMETZRS NORTYH-
cAST OF DONG HA., WHEN CONTACT BROXE, 1SS ENEMY BODIES
*ERE COUNTZD WITH 32 INDIVICUAL AND 14 CREZV SERVED
»cAPCNS CAPTURED, ARVM LOSSES ANOUNTED TO SEVEN XILLED
avwd 24 WOUNDED,

AT 1159aM YESTERDAY, SIX NVA WERE KILLED EIGHT
XILOMETERS NORTH OF GIO LINH IN THE DMZ BY AN ARTILLERY
MISSIGN WHICH ALSO CAUSED SIX: SECONDARY EXPLOSIONS,

AT 1223P¥ YESTERDAY, A FORWARD OBSERVER WORKING WITH THE
2D BATTALION, 1ST MARINES, CONDUCTED A FIRE MISSION ON 50
NORTH VIETNAMESE ASSEMBLED IN THE OPEN 10€9 METERS SOUTH
OF A-3 RESULTING IN 28 NORTHA VIETNAMESE KILLED. SEVEN
ADDITIONAL NORTH VIETNAMEISE WER@ KILLED YESTERDAY AS A
RZSULT OF A FIRE MISSION CN NORTH VIETNAMESE IN THE

OPIN THREE KILOSETERS SOUTH OF A-3, AT 4:345PM, &4
COAPANY, 3D BATTALION, 3D MARINES CAME IN CONTACT VWITH

43 UNKNOWN SUZE ENEWY FORCE TWO KILOMETERS WEST OF GIO LINN,
ISITIAL REPORTS INDICATE ONE MARINE WAS KILLED VITH

ZHERY CASUALTIES UNKNOWN.

TAS FOLLOWING SQUIPMENT WAS RECOVERED FROM TME
SNEMY JUNK CAPTURED AT THZ MOUTH OF THE CUA VIET:
44 INDIVIDUAL WEAPONS, 3629 ROUNDS OF SMALL ARMS, 212 KILOS
OF TNT, 128 GRENADES, AND 126 ROUNDS OF MIKED MORTAR AND
AMMUNITION, AT 11:caan A SAMPAN WAS DISCOVERED SEACHED
AT CUA VIET CONTAINING THE FOLLOWING SUPPLIES: 112 - 82%M

ARHOX. F0M QUCK COrY









ACTION

Sunday, March 3, 1968
12:00 noon

Mzr. President:
Herewith your Chalrman of the
Task Force orn Communications Pollcy

requests permission to add a repre-
sentative of HUD to the group.

W.W. Rostow

Agreed

Ne

Call me

WWRostow:rin






March 3, 1968
FROM WALT ROSTOW

FOR THE PRESIDENT

North Koreans have called for a meeting at 11:00 a.m. March 4
their time, which is 9:00 p. m. tonight our time.
We shall, therefore, know where we are tomorrow with respect

to our pretty rock-bottom proposals made at the last session,

WWRostow:rln
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- : _ T anacu 2, 1968 . (21

-

HEREWITH HUSSEIV TNANKS YOU AND ASKS‘US~T0*LEAV ON THE ISRAELIS.
e

ie FOLLOUING IS TEXT OF LET}BR DATED NARCH 2, 1968, ADDRESSED

TG PRIZSIVENT JOHNSON BY XING HUSSEIN:

.2 GUOTE

DEAR MR. PRESIDENT:t I AM SRATEFUL FOR YOUR PERSONAL
WESSAGE WHICH PRECEDED THE RETURN OF GENERAL XHAMMASH FROM
IS VISIT TO UASHINGTO“.

5. OUR TWO COUNTRIES HAVE INDEED ENJGYED A WARM, CLOSE AND .
MUTUALLY BENEFICIAL -RELATIONSHIP FOR A LONG PERIOD OF TINME, ~

aND I AM PLEASED TO RECEIVE YOUR ASSURANCES THAT IT IS IN THE

MITED STATES POLICY AND INTEREST TO CONTINUE THIS RELATIONSHIP

WITH US AND THAT THE STRAINS AND PROBLEWS CREATED BY THE JUNE - *
VAR HAVE NOT ALTERED THE UNITED STATES FUNDAMENTAL POLICY TOVARDS - .
JORDAN

a. THE ARNS PACKAGE, WHICH GENERAL KHAMMASH BROUGHT US I
ANSWER TO OUR REQUIST AND WHICH WAS AIMED AT MEETING OUR
LEGITIMATE ASMS REQUIREWENTS, DID INDEED MANIFEST A STRONG
REAFFIRMATION OF YOUR SUPPORT. WE, AND IN THE FACE OF THE |, ,
SNORMITY OF THE PROBLEMS THAT CONFRONT US, HAVE EVERY HOPE -~
THAT THIS PACKAGE, WITH SOME SLIGHT MODIFICATIONS, CAN :
FINALLY BE AGREED UPON, TO ENABLE US TO OVERCOME THE

CURRENT PROELEMS.

I a AR

KarOX 490M QUUCK CorY



























ACTION

Saturday, March 2, 1963
9:30 a.m,

Mr. Presldent:

Herewith Bec. Rusk suggests
that you address and attend the
reception for the National Foreign
Policy Conference for Editors and
Broadcasters, April 15-16,

W. W, Rostow

WWRostow:rln


















INFORMATION

CONFIDENTIAL

Friday, March 1, 1968 - 3:10 pm
Mr. President:
Herewlith Bill Bowdler's short

report on Covey Oliver's trip to Latin
America -~ kay passages marked.

W. W. Rostow

WWRostow:rln
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~COMIRENTIAL (March 1, 1968

MEMORANDUM FOR THE PRESIDENT:

SUBJECT: Covey Oliver's Trip to Venezuela, Bolivia, Peru and
Colombia

The trip was a highly successful venture from the standpoint of
public relations and personal contacts. On the substantive side, Covey
achieved a considerable measure of understanding of the need for
cooperative action to meet a crisis situation in Haiti and for a new
mechaniam for discussing and defining Latin America's military role
and equipment needs. Covey was unable, however, to get President
Belaunde to reduce military expenditures by any meaningful amount or
to postpene purchase of unnecessary military equipment. Covey will be
sending you a full report. Here are the highlights:

Inter-American Cultural Conference.

The meeting approved programs to carry out the Surnmit directives
in education, science and technology. The Latin Americans pledged
sufficient funde to finance, with our matching contribution, a $16- million
effort the first year.

Venezuela

President L.eonl would like to visit Washington, but it seems doubtful
that he can do so this year.

The security forces have made great strides in the past four years
with our help. I visited the police Central Command Center and the Armed
Forces Joint Operations Center and was impressed by their organigation
and skill. The ten Venezuelan Ranger Battalions, for which you authorized
fast delivery of equipment, are all in the field. Insurgency has not been
eliminated but is at one of its lowest points in years.

Bolivia

The visit gave President Barrientos a boost and us the opportunity
to examine Bolivia's economic situation at first hand. The economic
outlook is generally good, but Barrientos faces a temporary budget
problem resulting largely from increased expenditures from the counter-
guerrilla effort and the drop in tin prices. He is prepared to trim his:

‘CONFIDENTPHAE——-




~“CONFIDENTIAL__ -2-

budget and impose new revenue measures but still needs modest assist-
ance from us.

Liquidation of the Guevara guerrillas has given the Bolivians pride
and much needed self-confidence. The security situation looks reasonably
good. I was impressed by dedication and quality of our country team in
La Paz. The AID Mission is particularly impressive.

Peru

Covey did not get very far with President Belaunde on reducing
the share of the budget for military expenditures or postpohing the acqui-
sition of additional military equipment. Belaunde is the prisoner of a
strong-minded military, an epposition-controlied Congress bent on
currying the military's favor and his own weaknaess as a political leader.
Peru ie one case where the Symington-Conte-Long amendments clearly
apply. But this would probably provoks a crisis of confidence in Peru
which would end up with the military ousting Belaunde. Rather than
make a formal finding of applicability, it is better to turn the faucet on
bilateral assistance to a trickle.

Despite our problems on aid, it is evident that there is vitality
in the Peruvian economy. Control of insurgency is good. These factors
make Peruvians pass off our curtailment of aid with a shrug of the
shoulders.

Colombia

President Lleras was pleased to get your invitation to make a visit.
He accepts, leaving the dates to be worked out. From his conversation
with Covey Oliver and what we know of Lleras' performance during the
past 18 months, it is clear that Lleras is a rare combination -- for Latin
America -~ of good executive, smart politician, knowledgeable economist,
and statksman with a broad grasp of hemispheric and world problems.
He is getting the Colombian economy back on its feet. With a smart mix
of force and economic assistance he is making steady headway in curbing
insurgency.

William G. Bowdler

—CONFIDENTIAL,




INFORMATION

TOPSECRET —
Friday, March 1, 1968 - 10:15am

My, President:

Herewith Gen. Wheeler requests
that we let Gen. Westmorsland report
by telephone once a week, unless the
"situation heats up. "

. The substantive news indicates prog-
ress on Route 1 and (attachment) that
artillery fire out of Khe Sanh is having
scme considerable attritional effect on

the esamy.

Gen Wheeler's recomnmendation okay

No
See me_
W. W, Rostow
TOP SECRET —
CM-3066-68

1 March 1968









INFORMATION

SECRET -
Friday, March 1, 1968 -~ 9:30 a.m.
Mz. Presidesat:
Good weathsr at Khe Sanh permitted:

-~ extellent bombing;
-- 2565 friendly rounds of artillery

and mortar fire, well targeted;
-- 303 tons of re-supply.

Weather prospects remain pretty good
for the next faw days.

W. W. Rostow

Text of cable from Gen Welfmorolaud
26 on situation in Khe Sanh/DMZ

WWRostow:rin












INFORMATION

SECRET

pt

Friday, Barch 1, 1968
8:00 a.m,

Mr. President:
Herewith Ayub reports:
-- a good recovery;
-= no travel abroad;

-~ hie thanks to the President
and Mrs. Johason,

W. W. Rostew

Laheore 3807

SECRET-

WWRostow:rln
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