
December 18, 1968 
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Mr. Preaident: 

Walt ••kN me to aend thi ■ up to 
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MEMORANDUM FOR THE PRESIDENT 

SUBJECT: George Wood•' Propoaal on Israeli De ■ alting 

In ■hort, George propo■ e ■ (Tab A) that we ■top thinking for the 
moment ln term• of a large 100-150 million-gallon-per-day (MGD) 
deealter a.nd concentrate on a 40 MGD plant. He fully •hare• your goal 
of becoming able over the next 10-15 year• to desalt •eawater on a large 
•cale, &nd he believe ■ we ■ hould push ahead with thl• plant "as a matter 

11of priority. He has two main reasons for rec01DD1encliq a ■mailer plant 
than we initially con■ idered: 

l. He believes that the next logical •tep in developing the 
technology of large- ■ cale deaaltlng would be to build a 40 MGD plant. 
Thi ■ wowd be enough larger (more than S time ■) than pre ■ ent plant• to 
provide an important teat of new technolo1y at reaeonable coat (about $58 
mllllon). We would gain &lmoat aa much in technological knowledge a• 
we would from the $100 million plu• that would be needed at a minifflllm. 
from us to help build the $250 million larger plant. 

Z. Taking this amaller bite, he feel ■, b the only way to cut 
through the highly emotional argunwnt we'•• had for ■ everal years between 
the cru•adera and tho•• who don't believe the tune ia ripe yet for & $100-250 
million l•p of faith. Evaryone--escept po••lbly AEC--bellev•• thi• ha• 
been George's main contribution. 

To ■implUy our financial problem. Georg• believe• we ~d 
concentrate on desalting and get away from the ld• of financing an Israeli'. 
electric power plant aa part of a dual purpo•e water and power plant. 
The Iaraell• will be buildiq new power plant• right aloq to meet increa■ lng 

demand for electricity. He doeen 't • •• why they ahouldn 't provide the 
•team from one of these power plant• ae part of their contribution while 
we concentrate on the de•alter to turn that steam into water. 

Therefore, George propo•e• we take the neceaeary •tep• to 
get Congre• aional authorization for Interior to apend up to ~0 miWon on 
this plant. In addition to the ■team from-the power plant, Israel would 
provide $18 million u•ing a loan from the World Bank or some other auch 
l0&n agency. While the co•t of water would atill be Tery blgh, Georae 
believe• the total X.raeli contribution would not exceed the &etua1 value of 
the water to Israel. Since the power plant _would coat aroWld $20 million. 
thi ■ would add up roughly to a 50-50 split between ua. 
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Walt aeked S•cretary Ruek to pv.11to1ethel' the 'riew• of 
State, AID, Interior and AJ:C on Geor1•'• propoeal (Tab B). Wlth •ome 
varl&Uou, 1 think it l■ fair to ■ay that each of them bQt AEC would 10 aloq 
with Geor1•'• 1eaeral pl'opo ■ al that we try to move ahead with a ■mailer 
plant and that )'Oil put lt ln your lepelatlve pro1ram. 

AJ:C ha■ no ol:tjection to 1otna a■ far •• Oeora• propo••• but 
object• (eapectally Jim llamay) atremaov.aly to: 

••0.01'1• '• ■troaa word• about "abandonlq" or 11holdt111 
ln abeyance' th• plan for a bl1 dual purpo•• plan&. They believe lt la 
lmponant to pre,erve th• ldea that tbl• i■ j,aat the flr■t ■tep toward a later 
eapan■lon lnto a lar1•r plant. Secretary Udall 10•• &10111wtlh pr••••lnc 
tht• to th• Coqr••• •• Phaae I of a lar1•r project. 1nlt he would aay that 
larael muat f\md la'8r expan ■ lon by itaelf. Geor1• aay1 he didn't mean to 
cloee any doora--Ju,t to re•foc:u■ for a moment. 

--oeor1•'• anwllllnc••• to ln•l•t that the plant u■e 
nuclear fuel. Hl• laYHtl1atlona perewMl• hlm that there' ■ no economic 
adTUt&I• to maclear over foa ■ ll fuel and that. lf we a■ lt the I ■ raelt• to 
prmd• the ne&m•prod\iclq plant. the cholce of &el Olllht to be thel r ■• 
A.EC belln•• we have a etron, ln&ere ■ t ln nuclpi- deealUn1. AEC fmther 
fHl• we ehould keep our atrina• on that laraell decl ■lon to be aure they buy 
UI nuclear equipment with Afepal'de. UC believe ■ lt eould ju.ufy a 
contribution ol $10-15 million to the power (not cleaaltlng) plant lf it were 
nuclear. and U our own Callfornla plant doean't 10 ahead. Secrelary Udall· 
believe• we ■hould leave the cholce of fuel op.n. (The laraell1, like th• 
reet of ua, would lib to leave the choice of fuel open \ID&tlthey can decide 
what l1 moet economical. ) 

••Oeor1•'• Jlldamentthat tt• "not poaelbl• at thl1 time 
to obtain ftnanclq lD the amount ['2"'6 mllllon] on the krm• whloh would 
be necea1ary. 11 AEC feel ■ there would be 11u:teulve Coa1r•••lonal 1uppon 11 

for a bl& n\lClear deealtlq plant becaue of the eympa&h.Uc MtlNde of the 
Jolm Commlt:tH on AIOmlc l:n•r1y which wo.ald rntew the pl'Opeaal alen1 
wUh the two Interior Comml&te••· O.Or1•'• propo1al for an InMrlor con• 
trlbutlen would only 10 before the two Interior Commltt••• which wo,ald be 
le•• cortial. 

On thl• laat potnt. Secl'etary Udall thlnk• the Sende 
Interior Committee wftld be receptive but l• l••• ■ure aboat the Hou••· 
Ho-..ver, he point• out that the FY 1970 apeadtture weald be only $5 million 
and remunln1 co■ t• would be 1pread over ftn year•. Only about $1 mlWon 
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of th• FY 1970 flaur• would be needed for braell plannln,. The re1t 
would go for M•tllla 1ome pl'Oml•lna new technolo1y which •hould go into 
the i.r ... u plut. Interior •hould proceed with thi• te ■tlnc ln any ca••• 
and that would cCll9tabout $4 mUUon. AID feell Con1r••• ml1ht ••• ev•n 
$.0 million a.1 •·,tun another ald 1pl1ot" and tblnb llrael 1how.d foot even 
more of th• bill than Oeora• recommend•. State recommend• that we 
plc:k up about $30 million of the $40 mllllon.. leaYlq the re1t to l ■ rael. 

In , ... rchlna for a ru.1onabl• eomproml••• I would 1tand 
wlth Oeor1• ln ••Y'lnl that the fuel ll an braell deci1lon. but 1 would be a 
llttl• 1•••emphatic in "abaniclonlq' the 1oal of a lar1er plant. I don't 
believe we are rhdy to eonunlt CNr1elve1 yet, but I don't •e• why we 
1ho\1ldn't be quite honeet ln 1aybl1 we're nelther openlDa nor cloatna that 
door at thl• •lal•· 

We aaked both Don Hornla and Charlie Zwick to look u thi• 
paeka1e: 

••Don feel• that de1altln1 •ec:hnolo1y baa reached a 
1ta1• where lt'• ti.ma to te1t a prototype of a lar1• plant. He belin•• the 
40 MOD •l•• George propoae• l• naaonable. Ginn the apparently 
indefinite delay ln buildlq the lar1e plan& ln Callforma. he think• l&'• 
1en1lble to try the a:periment ln x.r ... 1. He accept• Oeor1•'• recommendation 
that we concentrate on th• deaalter and l•t brael provld• th• power plant 
to proae• the n•c•••ary •team. He dN■ not belln• we tbould commit 
o,ir•elve ■ to future expan1lon of the l ■ raell project. 

••Charlie n11e•t• that you let thb dec:lalon ride. He 
queHlona th• need to epend tt1ht re ■ ourc•• on a lar1• experimental plant 
where the economic ~t• are uncertala, eapeclally wua we are •tnlnlq 
to keep your blad1et down. U a lar1• •••&Ulna demoutratlon b to be under­
taken. he would prefer lhat ll be done ln the US where teclmolopcal ace••• 
to the plaat h a ■■ved over time. He ■pealftcally que•tiona the laraeU •lt• 
ln view of the ri ■k of bulldlq and operatln1 th• plant ln a war aone. He feel• 
that ilC fund1 aheuld not be u ■ ed to put AEC ln the "fomp ald 11 bll•la••• 
on the 1cale contemplatM by A.EC. 

For the•• rea■ on■, Charlie feela that 1f we go ahead 
_,,/ with~ I ■ raell proJeet the comnbulon be limited to $30 mlWon, and like 

forel1n aid, we should r~ulr• that procurement, conetructlan, and operation 
contract• be limited to US ■ ourc••• Charil• aarN• with Don th.at we ■hould 
not commit our ■ alv•• to f\lt,are expan■ lon of th• braeU project. Charlie allo 
air••• with Wood• that we would aet •• much '9chnology 0\1t of the 40 MOD 
plant a• out of the bl& dual•JNrPO•••plant• -and at ••b ■ t&ntially le11 co•t. 
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Ye•terday, I had a vt•lt from Yaacov a.no1-•Eahkol 1
• chief 

aealetan& w'IIOm you met at the l\anch•-and General Ben Arbl••Oeorge Woeda' 
X.raelt co,mterpart. G•••1• ha• •hared hi• thlnkin1 wllh them lnfonnally to 
••• whether he waa belng reall•tlc. Teaterday, Herao1 gan ma the followtn1 
ma••••• fol' yo.& ln J:ehkol 1

• name: Eehkol deeply appreciate• your continued 
attentlon to thb project, even ln the cloetns daye of your AdmlnlatrlltiOD. He 
think• Wood•' propo•al l• q'Ulte r••onable, and he would be pl'epared to di•c"•• 
de&ail• of how to proceed. Heraog felt it wowd be ~pful lf you were to lnclude 
lhl• ln your l•sf.•latlv• proaram. 

The l••u•• ar•~ 

l. Whether you wi•h to put O.Orae' • propoaal ln your 
lepelaelve program. The adff.nt&a•tn dotn1 •o would be to put youraelf on 
record with a propo•al fOl' a feaelble nut •tep (a) ln deealtlng and ("b) ln a 
proaram which you launched with Ierael la 196". The dtaadvanta1• i■ that 
lh• Con1r••• may well dbreaarcl thl• propo•al, l•Ylna lt ln wor•• ahape 
than lf lt had been left to a ripel' time. I pereonally feel that, after four y•r• 
ot pwtlllng thi9, we •hould haYe a concr.te propoeal from Prealdent Johnaon 
on the record. 

Put lll ln the pro1ram ____ No ____ Call me _____ _ 

2. Whether, lf you put it ln your pro1ram, you would •••k 
authorisation for a US con&riblltlon of the full $40 mUlton Geol'i• n&i••t• or 
pr••• the Ieraell• to pay even pan of the de•alllng reeearch co•t• and 10 for 
only $30 million. 1n either caee, only about $5 mllllon would need to be 
app•opriated ln FY 1970. The argument for the full $40 million la that larael 
would build the entire pow•r plant (rouply $20 million plua more than $1. 5 
million yaa,wly for fuel) and •••um• the $18 mUllon loan ln addition a■ lb 
fair contribution. Thi• would be about a 50-50 epllt between ua. The ars,unent 
for $30 mllllon la that Israel too will proflt ln fuur• plant• from the n•ult• 
of the re••rch and •hould contribute to the deaalt•r too. 

$40 mWion ___ _ $30 mllllon ____ _ Call nu. 

3. Whether, if you go ahead. you make clear that nuclear 
tu.el muat be uaed. The only p"ple pldhln1 for thl• are th• AJ:C. Oeorg• 
and the re•t of ua think lt make■ ••n•• juat to leaye the door open. Ben Art■l 
yeaterday aald he'd llke th• door left open until they can make etudl•• to 
determine the moet economical approach. 

Leave door open on fuel ___ _ Nuclear Call me 
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My own feellna la that, unc•rtain •• our judpnent• are, 
we ■hould go ahead with a plant lik• thl ■ •oon. Howev•r, I recognise 
that there are ■ till political queetiona to be conaldered and that we 
would probably not wl ■h to begin con■ tructlon if another war •••med 
likely. But th••e are que ■tion■ for the next Adminlatratlon. Th• m&in 
i ■ •ue l• whether you whh to propo•• thi ■ flr•t •tep now or leave the l ■ •u• 
entlrel y to the next team. 

Harold H. Saunder• 

' 
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DEPARTMENT OF" STATE 

WASHINGTON 

November 12, 1968 

Dear Mr. President: 

In May, 1968, my terms of reference as your coordi­
nator on the Israeli power and desalting project were 
approved, and you said in a letter to me dated May 6 
that I was "to feel free to manage this in the way that 
makes the most sense." 

I have attempted to be responsive to the terms of 
reference, although I have also proceeded in this com­
plicated and highly sensitive problem as seemed to make 
the most sense to me in the present circumstances. My 
observations, conclusions and recommendations have been 
transmitted in the form of a memorandum to Mr. Walt W. 
Rostow, a copy of which is enclosed. The principal 
recommendation is to concentrate·· on a 40-million-gallon­
per-day (MGD) water desalting plant in Israel; and, in 
my judgment, work on this should proceed as a m~tter of 
priority if the goal of massive desalting-plant capa­
bility is to be achieved within the next ten to fifteen 
years. 

I applaud your desire to lay as much groundwork as 
possible for progress in desalting, to pa.raphrase your 
May 6 letter, and the above recommendation is put for­
ward with this objective in mind. With the knowledge 
and experience which will accumulate with the construc­
tion and operation of a medium-sized desalting plant, it 

The President of the United States 
The White House 
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will be possible to see more clearly down the road to­
ward the 100 MGD projects and, ultimately, toward the 
even larger plants of the future. 

?ctfully,.

L~--~
George D. Woods 

Enclosure: 

Memorandum to Mr. Walt W. Rostow 
(Copy of) 

CONFIDENTIAL _ 
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DEPARTMENT OF STATE 

WASHINGTON 

November 12, 1968 

MEMORANDUMFOR MR. WALT W. ROS TOW 
THE WHITE HOUSE 

Subject: Recommendations on Desalting in Israel 

Reference is made to my letter of July 1, 1968. 
During the sumner, the utility companies withdrew from 
the Metropolitan Water District (MWD) Bolsa Island 
project in California. While prospects do not now 
appear favorable, discussions still continue regarding 
a plant at San Onofre, California, which could produce 
990 megawatts of electricity and 50 million gallons per 
day of water. Experiments on the large-scale module at 
San Diego continue. During August, I visited Israel, 
accompanied by Dr. Dean F. Peterson, Director of the 
State Department's Water for Peace Office; Professor 
Paul W. MacAvoy, Associate Professor of Economics at 
M. I. T.; and Mr. Milton Chase of the Department of 
the Interior, who is Chairman of the United States 
part of the United States-Israel Joint Board. I dis• 
cussed the desalting project with Prime Minister Eshkol, 
the Ministers of Agriculture and Finance and other 
Israeli officials. Messrs. Peterson and MacAvoy have 
continued their studies and have been supplied with 
extensive information by the Israelis. I am now in a 
position to set forth certain observations, conclusions 
and recoomendations, as follows: 

1. It is apparent that Israel will be facing a 
water shortage by the late 1970 1 s. Current Israeli 
estimates suggest the years 1976-1978. There is 
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probably no area in the world where the inventory of 
water resources is more complete than in Israel or 
where water management practices are superior. Further­
more, there are few places where management of resources 
in agriculture is further advanced than in this small 
country with a population estimated at 2.8 million. It 
is ideal for developing and testing processes for water 
desaltingo 

2. I have concluded it is reasonable to assume 
that high quality distilled water will produce benefits 
to Israel equal to or exceeding 35¢ per 1000 gallons,and 
viewpoints expressed herein are based on this assumption. 

3. It is my conclusion that the proposal for a 
dual-purpose nuclear plant producing 300 megawatts of 
electricity and 100 million gallons per day of water, 
which has been the basis for studies and discussions 
since 1966, should be abandoned, or at least held in 
abeyance. '!he recent estimate of its capital costs, on 
the basis of 1968 dollars, is $244 million. In my 
judgment, it is not possible at this time to obtain fi­
nancing in the amount and on the terms which would be 
necessary. Regardless of the feasibility of finance, 
implicit in this dual-purpose proposal is the use of 
methods of cost allocation which tend to subsidize 
water costs from profits from electric-power operations, 
which I consider unsound. It should be noted that the 
possibility of a fossil-fueled plant was investigated; 
and, under present conditions, there does not appear to 
be any definite economic advantages for either nuclear 
or fossil fuel in Israel. 

4. I have proceeded on the assumption that there 
is a continuing, urgent need to develop and test pro­
cesses for water desalting on a large scale - without 
regard to problems, financial or other, relating to 
conmercial electric-power-generating facilities. Israel 

CONfffiENTIAL 
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can and undoubtedly will finance and construct facilities 
for generating such additional electric power as may be 
required in the late 1970 1 s, choosing the type of fuel 
at the time decisions on the type of plant have to be 
made. I have, therefore, had new studies prepared on 
a 100-million-gallon-per-day desalting plant in Israel, 
based on various alternative sources of energy. A 
summary of Messrs. Peterson and MacAvoy's conclusions 
with regard to such a plant is enclosed as Tab A, and 
the complete memorandum is enclosed as Tab B. The 
estimate of capital costs, on the basis of 1968 United 
States dollars, exclusive of power plant, is $106 million 
to $115 million. While the amount of capital required is 
far more modest than would be required under the dual­
purpose proposal, it is, nevertheless, my judgment that 
it is not feasible to obtain the necessary financing on 
the tenns required, under present conditions. I believe 
that consideration of a water desalting plant this large 
in Israel should be deferred. 

5. I am advised that essentially the same techno­
logical information that the 100-million-gallon-per-day 
facility would provide could be obtained from a plant 
having a capacity of between 30 and 50 million gallons 
per day. This technology is needed without further un­
due delay if the goal of massive desalting-plant capa­
bility is to be achieved within the next ten to fifteen 
years. While detailed design studies for a 40 million­
gallon-per-day water desalter in Israel have not been 
made, it is tentatively estimated that such a desalter, 
on the basis of 1968 United States dollars, would cost 
about $54 million to $58 million, exclusive of power 
plant. The steam could be provided from the power 
plant by the Israelis as part of their share of the cost. 

A grant for development of technology of from 
$36 million to $40 million, which might be supported by 
the Office of Saline Water in the Department of the 
Interior, would be required. In addition, a loan of 
$18 million, which might be obtained from an international 
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agency (such as the World Bank) or a national agency 
(such as the United States Export-Import Bank or a 
development finance entity in Israel) would also be 
required. In my judgment, such financing would be 
available under present conditions. Reference is made 
to Tab C. 

Such a plant would not by itself meet Israel's 
1976-78 projected needs, but it could provide a first 
stage for later expansion. 

6. The possibility of using electrodialysis or 
reverse osmosis on the brackish water from the Dan 
Reclamation Project or the saline waters of Lake 
Kinneret 
cant quan
available 
plementary 

should be re-examined. 
tities of improved-quality 

at acceptable costs in 
source to seawater des

It may be that 
water could 

this manner as 
alting. 

signifi­
be made 
a com­

7. I recommend: 

(a) A decision be made to concentrate for 
the innnediate future on arrangements 
for design and construction of a 40 
million-gallon-per-day water desalt­
ing plant in Israel; 

(b) The Secretary of State, the Secretary 
of the Interior, and the Atomic Energy 
Commission be instructed to take steps 
to implement the above decision forth­
with; and 

(c) Steps be taken to concurrently obtain 
(1) United States legislative authori­
zation for Office of Saline Water support 
(of not more than $40 million) for the 
purpose of providing finance for such a 
water desalting plant, and (2) a loan of 

GOHFif)!N'fIA:t 



(CONPIBENTI:AL 

- 5 -

about $18 million from an inter­
national agency (such as the World 
Bank) or a national loan agency in 
either the United States or Israel. 

~....-~ 
I 

George D. Woods 

Enclosures: 

Tab A - Summary 

Tab B - Complete Memorandum 

Tab C - Memorandum to me from 
Dr. Peterson and 
Professor MacAvoy 





SUMMARY 

THE ECONOMICS AND FINANCE OF AN ISRAELI DESALTING 
PLANT PRODUCING lOOMILLION GALLONS PER DAY 

The attached paper discusses the estimated costs and benefits 
of a proposed 100 MGD desalting facility and presents a 
plan for financing such a plant. The paper concludes that 
the total unit costs of water are most likely to be about 
62¢/1000 gallons, based on annual fixed charges of 10%1 
while other hi~hly probable costs range from:58¢ to 65¢/1000 
gallons. The 'best-estimate" cost of the hardware for the 
desalting plant only (i.e. exclusive of steam producing 
facilities) in 1968 prices is $74.5 million and the additional 
costs of general plant facilities, engineering design, 
interest and contingency during construction brings the 
total construction costs to $106 million. The cost, 
however, could be as high as $115 million. This would 
imply unit water costs from construction charges of the 
water plant only of from 34¢ to 37¢/1000 gallons. The total 
costs of supplying steam to the desalting facility and of 
operating and maintaining the desalter range from 24¢ to 
28¢/1000 gallons; there is no significant economic advantage 
for either nuclear or fossil fuel. 

The value of irrigation water to Israeli agriculture is 
calculated to be close to 25¢/1000 gallons. The additional 
benefits from using distilled water as a dilutant in agri­
cultural and industrial uses is estimated to be on the order 
of from 6¢ to 10¢/1000 gallons. The paper concludes that the 
water roduces benefits to Israel e ual to or exceedin 
35¢ 1000 gallons. 

The paper then discusses how the plant might be financed in 
order to advance technology when the economic and social 
returns from the distilled water equal roughly one-half the 
total economic cost. The financial solution proposed is 
based on two assumptions: (a) that Israel will operate and 
maintain the desalter and will supply the steam, at a cost 
of approximately 25¢/1000 gallons; and (b) that Israel can 
only be expected to pay for the 35¢/1000 gallons of esti­
mated value (or benefit) to the Israeli economy which the 
proposed 100 MGD desalting plant will contribute to that 
economy. 
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Interest and repayment of a loan to Israel of $44 million 
at 6\ percent interest with a 10-year grace period on 
repayment would cost 10¢/1000 G which, in addition to 
the 25¢/1000 G that Israel pays for steam, operation, and 
maintenance, would bring Israel's total cost to 35¢/1000 G. 
An additional $62 to $71 million in the fonn of a grant 
for the advancement of technology would then be required 
to provide the $106 to $115 million needed to finance the 
construction of the desalting plant. 

All costs are expressed in 1968 dollars. 

November 4, 1968 
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MEMORANDUM Mr. D. Woods November 4, 1968FOR: George 

FROM: P. W. MacAvoy and D. F. Peterson 

SUBJECT: The Economics and Finance of an Israeli 
Desalting Plant Producing 100 Million 
Gallons Per Day 

The proposal for a large-scale water desalting plant in 
Israel has been subject to intensive economic analysis here 
and abroad. This has been in order to forecast costs of 
building the plant in the 1970's and operating it for thirty 
years thereafter. But a wider purpose is evident in much of 
the work. Many studies have been concerned with forecasting 
the value of water in Israeli agriculture so as to determine 
"how much concessional or grant financing or continuing 
subsidy would be required if this project were undertaken." 
These studies have sought to measure the benefits in agri­
culture from adding 100 MGD of distilled water to the system. 

These are the purposes of the review undertaken here. The 
difference between economic costs and benefits must be shown 
first. This is to be followed by estimates of the amount 
of direct grants, and of concessional financing, required 
to make it possible for the costs to be equal to the 
benefits. 

The studies done here and abroad would seem sufficient for 
first-round forecasts of both costs and benefits. No 
single study shows a "firm" or "accurate" estimate of costs, 
or of the value-product of water. But many result in 
similar estimates, and a number of them take quite different 
routes to arrive at these estimates. The consistency of 
the results from quite different approaches would seem to 
make it possible to rely on these studies. Consequently 
a plan for financing the project is proposed, calling for 
six and a half percent, 34 year loans for a portion of the 
required capital and concessional grants for the remainder 
on the water plant. 
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The forecasts and the financial program are outlined below. 
First, the costs of the water plant are estimated. This is 
followed by a review of estimated energy costs, and a sum­
mary of the total costs of desalted water expressed in cents 
per thousand gallons. Then estimates are made of the 
benefits or value of desalted water in agriculture to produce 
more food output and to dilute saline water from other 
sources. Last of all, the amount of required concessional 
financing is estimated. All costs are expressed in 1968 
dollars without allowance for future inflation. 

The Size of the Desalting Plant 

The United States-Israeli Joint Board conducting studies of 
desalting in Israel has centered its attention on a plant 
capable of producing 100 million gallons per day (MGD). The 
reasons for interest in output this large are primarily 
historical. The forecasts of the demand for water made by 
TAHAL (the Water Planning Agency in Israel) indicates the 
appearance of excess demand towards the late 1970's of more 
than 130 million cubic meters per year.1 This is equivalent 
to 110 million gallons per day, but the amount needed to 
bridge the gap between demand and supply at present or fore­
cast future prices may greatly exceed 110 MGD. In fact "such 
developments as large scale supplementary irrigation of grain 
crops in the Negev, supply to the Gaza Strip, delay in the 
implementation of the Dan Region Water Reclamation Scheme 
may add considerably to the severity of the problem".2 The 
Israelis have provided considerable documentation for fore­
casting a gap of more than 100 MGD. A desalting plant has 
been one possible means by which to close the gap. 

The Construction Costs for the Water Producing 
Portion of the Desalting Plant 

Any plant that is going to produce 100 MGD needs access to 
a source of energy and capital equipment to carry out the 
salt-removing part of the process. Salt removal is to be 
done by flash evaporation of brine water followed by dis-

1 Data and Forecasts for Timing the Provision of a Desalting 
Plant in Israel, August 1968, PN842. 

2 Ibid. 
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tillation of the steam. This quite orthodox approach, used 
on ocean-going ships for generations, has a number of inter­
esting variations. Recent research has shown that a new 
arrangement of vessels called Vertical Tube Evaporation (VTE) 
promises significant increases in efficiency. The Israeli 
plant can be constructed to test for these promised increases 
in efficiency, so that this project contributes to the 
research output from the first round of large scale plants. 
The costs of producing water and research results may be 
divided into two parts: (1) the cost of orthodox facilities 
to carry out distillation in the usual manner; (2) the added 
costs of installing the new process for the first time. 

The construction outlay for the distillation plant laid out 
in the orthodox way has been estimated to be $71.2 million. 
Kaiser Engineers, Incorporated, showed in its 1968 Report 
on desalting in Israel that plant hardware costs this much 
and that the added cost of general plant facilities, engineer­
ing design, interest and contingency during construction 
prorated to the water facilities brings these costs to

3$101.7 million. Kaiser's new design uses a less efficient 
but simpler layout than in 1966 which reduces capital costs 
in the water plant. But 1967-68 price inflation has raised 
these costs by roughly 6 percent per annum (in particular, 
the price of copper increased approximately 9 percent over 
the fiscal year 1967-68). The present forecasts in 1968 
prices for construction in the middle 1970's or thereafter 
center on $74.5 million for the distillation unit and 
$106 million for the total water facility. 
Future costs could be either higher or lower than this estimate. 
Consider first some of the reasons for costs substantially 
lower. The plant can be redesigned to provide a larger 
volume of heat at lower efficiency of utilization for the 
same water output, so as to trade water plant capital costs 
for fuel costs in the energy source. The tradeoff results 
in the reduction in the number of stages in which flash 
evaporation takes place and thus a reduction of components 

3 Cf. Kaiser Engineers, 1968 Report. The prorating of costs 
is necessary because the Kaiser studies assume that water 
and electricity are produced in the same plant facilities 
and because there are joint costs of design and construction 
for these two facilities. The costs have been prorated 
here on the basis of the percent the specific costs of the 
water plant are to the total of specific water and electri­
city plant costs. 
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such as pumps, pressure vessels and tubing. Studies done in 
Israel moving towards the limits of this tradeoff show costs 
of $84.9 million for the water plant connected to a gas cooled 
nuclear reactor for energy, and costs of $85.4 million for 
the water plant when attached to a conventional low pressure 
steam boiler.4 

The costs could go well beyond this range, as a result of 
systems not working well. There has not been enough oper­
ating experience to establish firmly the operating rate of 
85 percent assumed in all of these cost studies. If the 
Israeli plant were the first large plant, its design 
operating characteristics might be so new as to preclude 
more than 80 percent operation. The tubing--still in its 
first years of experimental operation in multi-stage evapor­
ation processes in San Diego--might be a particular source 
of malfunction requiring the plant to be shut off more 
than 20 percent of the time. The additional costs of 5 percent 
more outage come to more than $10 million in additional 
capital expense.5 

Costs might be higher because of higher components prices 
in the period between now and the date of completion of the 
Israeli plant. Prices have gone up in the past two years: 
"plant costs (have) escalated by 6 percent from the 1967 basis 
estimate to the mid-1968 basis estimate ... the price of copper 
(a principal material used in evaporative bundles) increased 
approximately 9 percent from 38 \ ceuts per pound in June 1967 
to 42 cents per pound in June 1968". But whether they will 
continue to increase during the construction period is another 
matter. Most of the increases are part and parcel of three 

4 F.S. Aschner, et al, "Feasibility·of Nuclear Reactors for 
Sea Water Distillation, Third Year Progress Report". 
Technion, 1964) 

5 This additional expense is necessary to raise the rate of 
capacity of the design facilities operated at 80 percent 
from 94 MGD to 100 MGD; cf. Kaiser Engineers, 1967 Report: 
Effect on Costs of Increasing Capacity to 300 megawatts, 
Table IX; cf. also, P.W. MacAvoy and D.F. Peterson, The Eng­
gineering Economics of Large Scale Desalting, Working Paper 
341-68, Alfred P. Sloan School of Management, M.I.T. 
(June 1968) p.60 

6 Cf. Kaiser Engineers, 1968 Report, footnote 7 
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to five percent annual price inflation in the United States 
and Israel and thus are not relative cost increases for 
this type of construction project. Also they are based on 
particularly acute short-tenn increases in the demand for 
copper products in the middle 1960's while longer-tery­
forecasts continue to call for reduced copper prices. 
Costs of this plant relative to those for other capital 
goods should not increase unduly because of general price 
inflation. 

There is a third reason for costs higher than forecast by 
Kaiser. The plant may not be an orthodox plant, but rather 
may draw heavily on experiments with the new VTE technology. 
First plants of a kind -- as this would be -- inevitably 
have higher costs than forecast on old technology. But 
here~no new forecast on VTE designs is available: all that 
can be concluded is that the outside estimate of "high" costs 
is very likely to hold. At the outside, the plant finished 
in 1975 should require close to $115 million of capital ex­
penditure. 

All of the studies of the orthodox plant indicate that costs 
will be between $90 and $115 million. The central estimate 
is that from the.most detailed report: the Kaiser Engineers' 
studies indicate that cost will be $105 to $106 million. But 
it is as likely that costs will be $115 million. 

7 Cf. O. R. Herfindahl, Copper Costs and Prices (Johns 
Hopkins, 1957), where the long-tenn forecasts centers 
roughly on 35 cents per pound in 1965 dollars. 
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The Capital Charges on the Plant 

These are economic costs based on expecting that the 
economy of Israel will have to pay approximately 8\ percent 
interest and 1\ percent capital recovery,insurance and 
liability charges each year. The marginal sources of capital 
inflow are cOII111ercial loans or loans from other sources 

($55 million in 1965) and the State's Independence and De­
velopment Loans ($33 million net in that year). It is not 
unreasonable to expect that substantial additions to capital 
inflow -- perhaps sufficient to fund the desalting operation.-­
would be forthcoming if interest charges were somewhat greater 
than those presently prevailing on the Independence Loans. 
The exact costs of this marginal capital -- that is, the 
interest charges on marginal loans expressed in real terms 
are not known. No information is available on real interest 
charges on commercial loans, but these loans seem to be mostly 
credits from suppliers to particular industries and their com­
position changes so greatly from year to year that prediction 
is almost impossible. There is no forecast by Israeli bank-
ing institutions of changes in terms on non-cOII111ercial loans, 
nor is a forecast possible without access to confidential 
data on terms being offered at the present time. Thellnde­
pendence and Development Loans have been made at the nominal 
rate of 3\ percent to 4 percent, with selling expenses equi­
valent to another percent, ard with a nominal twenty-year 
term; but the buyers have demanded early redemption so that 
the actual average duration of these loans was only twelve 
years during the 1950 1 s and the selling expense spread over 
this smaller volume of funds per unit time raised the effect­
ive rate to from 12 to 13 percent./Bank of Israel, Annual 
Report, 1965 Jerusalem, May 1966, Sivan 5726, p. 6d The 
effective rate is not the real rate; given annual increases 
in asset prices (of more than 5 percent per annum in the 
period 1958-1965), fixed interest and principal could be 
paid with less resources after 1960 than before. Dr. Ben­
Shahar of Hebrew University assumes that a 4 percent annual 
rate of price increase will take place in the late 1960's 
and the 1970 1 s (slightly less than the 4.4 percent experi-
enced during 1963-1965) which results in a real rate on 
Development Loans of 7 percent to 8 percent per annum. 
Correspondence with Dr. Ben-Shahar has established this 
rate as the best prediction in 1967 of future costs of 
capital in the absence of substantial devaluation of the 
Israeli pound (to exchange levels from 4:1 to 5:1 of pounds 
to dollars). With devaluation real levels will be in the 
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range from 10 percent to 11 percent per annum. Then 
present and near-future costs of capital are at least 8 
percent per annum. 

The costs of water from building the distillation facility 
are shown in Table 1. The lowest cost estimate implies 
unit water costs of 27.4 cents per thousand gallons for 
capital equipment alone. The central estimate of initial 
capital costs implies unit water costs of 33.9 cents per 
thousand gallons. The highest probable capital expendi­
tures on distillation components imply unit water costs of 
37.1 cents per thousand gallons. 

Table 1: Capital Costs for the Distillation Plant 

Estimate Total Capital The Capital Costs 
Costs of Water 

(millions of $) (cents/1000 gallons) 

Low 85 27.4 
Expected 105 33.9 
High 115 37.1 

Note: The unit water costs assume annual fixed costs of 
10 percent, 85 percent operating rate, and 100 MGD. 
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The Costs of Energy to Operate the Distillation Plant 

The construction and operation of the steam system to provide 
heat and electricity for evaporation could be completed for 
capital expenditures as small as $18 million or as large as 
$90 million. The smaller expenµiture would be for building a 
fossil fuel boiler that would incur extremely high fuel costs 
when put into operation. The $90 million would be the expendi­
ture for a large scale nuclear reactor which provided thermal 
energy for electricity production as well as for brine evapo­
ration. 

The capital and fuel expenses in desalting depend, in other 
words, on the amount of energy to be provided by a boiler or 
reactor where the energy is to be used for both electricity 
and water production. The timing of the construction of a 
100 MGD distillation plant suggests that water could be 
coupled with electricity output of 300 megawatts. The Israel 
Electric Company has made consistent and firm forecasts ijf 
demand for 300 megawatts of additional capacity in 1975. There 
is considerable basis for using 100 MGD and 300 MW as the larg­
est reasonable sizes of the facilities using output from a 
thermal energy plant. But there can be combinations of less 
water output with 300 MW of electricity, or of 100 MGD with 
less electrical output. 

The exact size of the energy plant should be determined by the 
least-cost combination of capital and fuel for those amounts of 
electricity and water output which promise the greatest eco­
nomic benefit. The least-cost combination cannot be known 
until detailed design studies have been completed inmi.ediately 
before the plant construction begins. But there are four 

9 Cf. Forecast of Electric Generating Capacity Requirements 
up to the Year 1980: August 1968. This forecast shows 428 
megawatts of capacity being installed up to 1971, and pro­
jections of installations between 800 megawatts and 1000 
megawatts from 1971 to 1980 -- approximately 300 megawatts 
of additional capacity each three years. These forecasts 
are remarkably similar to those made earlier -- as in Kaiser, 
1965 Report, and the 1964 Joint Board Report. They are con­
sistent with growth in per capita incomes and population in 
countries at the same stage of economic development as Israel. 
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detailed studies which have been completed that look to 
different fuel sources and -- thus fortuitously -- provide 
an approximate range of cost estimates based on different 
relative fuel and capital prices. Two of these are Technion 
studies, the first of a i8ssil-fueled boiler and the second 
of a gas-~ooled reactor; the other two are the 1965 Kaiser 
studies of a fossil fuel plant, and of a light w! 1er reactor 
as updated by successive 1967 and 1968 studies. None of 
these studies produce estimates of the lowest possible costs 
of energy for water production, but all are within the range 
of probably lowest costs given that they approximate optimmn 
capital fuel ratios for reasonable ranges of prices for fuel 
oil, nuclear fuel and capital equipment. 

The costs for energy including water plant operation and main­
tenance costs for the water plant are shown in Table 2. They 
are composed of separable costs directly attributable to water 
production -- such as the cost of electricity used in pumping 
brine and distilled water -- and the j oin 1t costs of the capital 
and fuel in the boiler allocated to water on an "available 
energy" basis (this is to charge to water the cost of producing 
energy which is available for use in electricity but is used to 
produce water instead). The initial construction costs vary over 
a range from $8 million to $40 million, depending on whether 
the plant is a simple oil burner or a capital intensive nu-
clear reactor; the annual fuel and operating expenses vary from 
$4 million to $6 million. But the costs of capital and fuel for 
energy production,on the basis of cents per thousand gallons, 
are remarkably similar in the four studies. The energy from the 
fossil-fueled boiler costs from 24 to 2-S cents per thousand 
gallons, assuming that oil costs are as much as $13 per metric 
ton and that the plant is small (or that the amount of energy 
produced for electricity is limited by electrical capacity of 
200 MW). Energy from the nuclear 
from 26 to 28 cents per thousand 
the present costs of nuclear fuel 
price inflation is not relatively 
for the construction industry as 

plant is expected 
gallons of water, 

hold in the future 
greater for these 

a whole. 

to cost 
given that 

and that 
plants than 

10 F.S. Aschner, et al, .QE.•cit., Table 1 

11 Kaiser Engineers, Catalytic Construction Company, .QE_. cit., 
and Kaiser Engineers, Catalytic Construction Company, 
Support Study Number Two: Fossil Fuel Dual Pu~pose Plant 
(prepared for the United States - Israel Joint Board, 
February 1966, Report No. 66 - 1R(2), Job No. 6452). 
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The cost of energy from the fossil fuel plant could be sig­
nificantly less than 24 to 25 cents. Forecasts of oil costs 
over the next five years center on abundant supplies in tanker 
lots costing from $8 to $9 per metric ton at the Persian Gulf.12 
The Israelis should be able to purchase on such a basis, rather 
than the forecast posted price $3-$4 higher, because they will 
have innnediate and continued access to the market when con­
struction of their forty-two inch pipeline from the Persian 
Gulf across Israel is complete. This pipeline should esta­
blish a viable contract market for connnercial tanker loads at 
one of their major ports on the Mediterranean; the operators of 
the ·Israel desalting plant ought to be able to obtain oil on 
terms as favorable as those now obtained by the best bargainers 
in Denmark and the Netherlands. Then, the costs of fuel oil 
including transportation costs for the Israelis from Iran to 
the Ashdod desalting plant ought to be from $9.50 to $10.50 
per ton. There is one more cost to be incurred; the removal of 
sulphur from the fuel oil to reduce air pollution in the Ashdod -
Tel Aviv region. These costs should be from $1.00 to $1.50 
per ton, so as to make the total fuel costs from $10.50 to 
$12.00 per ton. These result in the cost of energy for water 
fran 1 cent to 2\ cents lower than shown in Table 2. The costs 
of fossil fuel energy should range from 21 to 24 cents per 
thousand gallons. 

12 The detailed forecast of Dr. I. Neeman of the Israeli 
Government began with this estimate; it is close to those 
made in informal conversations by Professor M.A. Adelman 
of the Massachusetts Institute of Technology. 



Table 2: 'ffle Costs of Energy for Desalted Water 

__ D_e_s~i~·gn.._~S~t_u_d~y__ Output 
(MGD) 

Costs Attributable 
to Water Production 

Initial 
Construction 

Annual Fuel Costs of 
and Operat­ Water Portion 
ing Expenses of Energy Plant 

($ million) ($ million) 

Energy Costs, 
in Cents Per 

'fflousand Gallons 
__ o_f_W_a_t_e_r__ 

Total Water Costs, 
in Cents 

Per 'fflousand Gallons 
Expected High 

Technion 
Fueled 

Fossil 
Plant 93.3 6.0 8.5 23.7 57.7 60.8 

Technion 
Cooled 

Gas 
Reactor 102.5 4.3 39.4 25.9 60.1 63.0 

Kaiser Fossil 
Fueled Plant 100 5.8 19.5 25.0 59.2 62.1 

Kaiser Light Water 
Nuclear Reactor 100 5.4 34.5 28.0 62.2 65.1 

Note: Costs include water plant operation and maintenance, and are in 1960-65 prices, except 
for the Kaiser Reactor, which is in 1968 prices. Ref. Table I. Allocation of Capital, 
Annual and Unit Costs of the Israeli 300 MWe Salable Power, 100 MGD Desalted Water -
Detennined in Accordance with the 0RNL Method (0RNL-'IM-1615). Addendum to Kaiser 1967. 

t-' 
t-' 
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The Total Costs of Desalted Water 

A summary view of the four studies shows the similarity 
of total water costs, and the di£ferences in the timing of 
the expenditures. The water plant using energy from a nuc­
lear reactor has higher initial construction expenses but 
lower fuel costs than the water plant taking energy from a 
fossil fuel boiler. But the estimates of costs in the same 
technology are remarkable similar. The Technion and Kaiser 
nuclear studies show construction costs for water, and for 
the energy plant components allocated to water production, 
of $145 million and $141 million (annual energy costs are 
$4.3 and $5.4 million respectively). The fossil fuel plant 
studies show some cost differences between them, with the 
Technion study forecasting initial construction costs of 
$114 million and the Kaiser study expecting costs of 
$125 million (with annual operating expenses of $6 million 
and $5.8 million respectively). 13 

Altogether, the costs in cents per thousand gallons 
show little difference. They range from 57 cents, for 
fossil fuel energy and expected costs of construction of 
the water plant, to 62 - 65 cents for energy from a nuclear 
reactor with high costs of construction of the water plant 
components . 

The different design studies lead to two conclusions. 

First, it is not possible to make a finn prediction as 
to the cost superiority of one of the energy sources. The 
estimates of the costs of water using fossil fuel energy 
are somewhat lower than those from plants using nuclear 
energy. At best, the costs of water produced from Iranian 
oil might be as low as 55 cents per thousand gallons. But 
this could only result from an extremely fortunate coinci­
dence of events -- from "low" or "target" costs of con­
struction of all components in the plant along with the 
lowest conceivable set of oil prices in the Middle East on 
sales to Israel. It is far more likely that nuclear and 
fossil energy will have quite similar forecast costs up to 

13 The higher initial expenses in this comparison are 
associated with the Kaiser design, which most probably 
results from the unduly restrictive constraints on the 
ratios of outputs in that particular design. 
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the time that the engineering design is complete. At that 
point a final forecast, and choice of the low cost fuel, 
should be made. 

The second conclusion is that the costs of water are 
most likely to be 62 cents per thousand gallons, while 
other highly probable costs will range from 58 to 65 cents 
per thousand gallons. The 62 cents will be the result of 
middling success in constructing the first large-scale 
plant using American technology in a foreign country, and 
from purchasing some fuel for more than the lowest con­
ceivable prices. It would include all of the costs of 
capital involved in shifting $115 to $145 million of 
initial capital expense from other areas of the economy 
to constructing a water plant and the water using share of 
the energy plant. 
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The Benefits from the Desalting Plant for the Israeli Economy 

The output of the distillation plant would blend with 
the ground and surface waters already in the Israeli water 
system. The additional supplies would have great produc­
tivity in agriculture and the additional agricultural 
product has monetary value. The change in the total re­
ceipts from the production of agricultural goods as a re­
sult of the increase in water supply is the best indicator 
of the benefits to the economy from the desalting plant. 

The additional agricultural output does not account for 
the entire value of water from an Israeli desalting plant. 
Distilled water from such a plant has value over and above 
that from derived output because it adds to the quality of 
all the water in this country's system. More and higher 
quality agricultural products can be produced from the given 
supply of ground water since the salt concentration of 
these supplies is reduced by adding the distilled water. 
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The Value of Agricultural Production from the Desalted Water 

The water from the desalting facility at Ashdod will 
enter the national water carrier in the South and West port~on 
of the country so as to add to supplies in the expanding Negev 
agriculture region. The water will be used in agriculture be­
cause this is the marginal use. That is, in the absence of 
additional supplies from the desalting plant or some other new 
source, agriculture in the Negev will be curtailed and the 
water now used in the region will go into expanded industrial 
and household uses.14 Three estimates can be made of the 
value products of additional agriculture. 

The first appears in a paper by Dr. Ezra Sadan entitled 
"On the Value of Water in Agriculture" appearing in the Israel 
Economic Quarterly, October 1967 (Hebrew). This analysis 
typifies the most direct approach to measuring value: fore­
cast the total revenue to be received from additional agri­
cultural output and subtract the cost of other resources be­
sides water. lbe net difference indicates the maximum 
possible demand price of the economy for the additional water. 
Sadan's estimates from the "residue" method show an average 
gross value per thousand gallons of water throughout Israeli 
agriculture of 47. 3 cents-. The net value, after paying the 
wages of labor and the necessary competitive return on capi­
tal, comes to 17.4 cents per thousand gallons. This average 
value is low because the costs attributed to other resources 
is high. lbe wages of labor in Israeli agriculture are de­
termined by collective bargaining, and are close to the 
highest in the world; subtracting these wages, rather than 
the opportunity costs of labor, is in effect to attribute to 
labor some of the value product from water. The cost of 
capital is taken to be a six per cent interest charge plus 
payment of capital grants. This interest charge is high -
it is equal to the average productivity of capital in the 
economy as a whole rather than to the low risk, low return 
of capital in agriculture - and if reduced would aod to the 

14 Two points need to be made more explicitly. First the 
forecast by Israeli experts long experienced in deriving 
additional water supplies stress the lack of alternative 
supplies. The desalting plant is the only facility short 
of a few pmjects to catch surface runoff which are prob­
ably equally expensive with the estimates shown above 
for desalting. Second, expanding industrial and house­
hold demands most likely will require reallocation of 
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15amount attributed to water. 

The second and independent analysis by an Israeli econo­
mist indicates value product significantly greater than shown 
in the Sadan estimate. Professor Dan Yaron, in The Demand for 
Water h Israeli Agriculture (Rehovath, Israel, 1966) con- -­
structs a linear prograrmning model of Israeli agriculture in 
which there are thirteen regions competing for a fixed amount 
of resources other than water. Then 200 million cubic meters 
annually of water are added to the system and all resources 
are distributed to various regions so that the marginal value 
products of all supplies of water are equal after subtraction 
of transportation costs. 'ffle study closest to those con­
ditions in the Negev in 1965 has water allocated so that the 
marginal productivity is determined mainly by field crops in 
that region. Value of the additional water from a desalting 
plant is calculable in three steps. First Professor Yaron 
shows the marginal value of field crops as 15 to 18 agorot 
per cubic meter, plus 7 to 10 agorot more if these crops 
have to be cut back from present levels to some level com­
patible with a fixed supply of water in the system and more 
pressing demands elsewhere. He assumes that the supplies of 
land, labor and capital are fixed in total amount but re­
allocated from dry farming to irrigated production as more 
water is added. 'fflen the 22 to 28 agorot per cubic meter is 
equivalent to the average value product for each cubic meter 
of 200 million cubic meters per annum. If it can be assumed 
that the marginal value product on the last 117 million cubic 

14 present supplies from agriculture to urban use in the 
absence of the desalting plant. Cf. Data and Forecasts 
for Timing the Provision of!_ Desalting Plant in Israel: 
Water Planning for Israel Limited, August 1968, PN842. 
Correspondence with Israeli economists casts some doubt 
on the second statement, based on the expanding indus­
trial development being in those sectors of the economy 
which do not use as much water per unit of output as in 
the presently developing sectors. But there is no al­
ternative forecast. 

15 Cf. N. Halevi and R. Klinov-Malul, 'ffle Economic Develop­
~ of Israel (Praeger, 1968) page 133 where average re­
turns to capital in 1965 prices average between 6 and 7 
per cent since 1962. 
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meters per annum (100 MGD) is equal to this average value 
product, then the water produces output worth 24 to 30 cents 
per thousand gallons at present exchange eates. 

The third forecast of the value product of water in 
agriculture can be put together from working papers provided 
by the Government of Israel in the fall of 1968. One working 
paper from the Ministry of Agriculturf forecasts projections 
of water use in agriculture in 1980. 6 The marginal crops 
then are vegetables and some fruit crops so that the value 
product in agriculture from the desalted water is the net 
revenue from 117 cubic meters per year earned on vegetables 
and citrus. 

The second Ministry of Agriculture paper provides a fore­
cast of typical net revenues. The Ministry shows, in The 
Forecast of Paying Ability for Horticulture, that the net 
returns plus payments for water by the fanners on nine 
vegetable crops will be approximately 34 agorot per cubic 
meter at the farmer's gate. If there are no additional 
transportation costs from Ashdod to the new fanning regions 
in the Negev, the value product of the water is then fore-
cast at 36.8 cents per thousand gallons. But some of the 
additional supplies are going to go to new fanns which re­
quire new delivery systems; in that case, the net value pro­
duct of water will have to be reduced by the additional 
transportation costs to approximately 24 to 26 agorot per 
cubic meter or 26 to 28 cents per thousand gallons. 

The three studies together show that the benefits from 
water in agriculture will probably be close to 25 cents per 
thousand gallons. Less benefits can be forecast from analyses 
based on very high payments of income to other input factors, 
as in the Sadan analysis. On the other hand, quite optimistic 
assumptions as to water transportation costs and the pro­
duction of extremely high value fruits and vegetables can 
result in a forecast close to 37 cents per thousand gallons. 
But the range of most probable or reasonable assumptions em­
phasizes returns for water in the middle of these two estimates. 

16 Cf. Ministry of Agriculture, Agriculture and Development 
Planning Center Over-all Planning Department, Forecast of 
Demand for Water in Agriculture in 1980 (Tel Aviv, Septem­
ber 1968), page 7. These indicate over-all increases in 
water use of 68 million cubic meters per annum, but there 
is also a shift of another 146 million cubic meters out of 
grain crops and fodder crops into vegetables, fruit plan­
tations and citrus production. The shift out of fodder 
and industrial crops is almost complete. Therefore, no 
additional shift could be accomplished in the absence of 
additional water from the desaltin facilitv. 
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The Benefits from Desalted Water as a Dilutant 

Since water-borne salt is damaging and costly to agri­
culture and industrial users, distilled water from the de­
salting plant has a special value because it can be used to 
dilute water from natural sources with high salt content. 
In particular, the salt-free output from the proposed 
Israeli plant may produce two additional sources of real 
benefit to the economy. The first is in leaching of the 
soil. The greater the salt content of irrigation water the 
larger is the leaching requirement. Desalted water reduces 
the over-all salt content in the irrigation system when 
added to other supplies, so that the quantity of leaching 
water can be reduced and freed to be used elsewhere. The 
second benefit is in the elimination of crop damage due to 
excess salt. Plant growth is inhibited by water salinity. 
The addition of desalted water to a slightly salty system 
will add to the growth of all crops from increased general 
water quality. 

The distilled water is expected to have an additional 
value of 3 cents per thousand gallons as a result of dilut­
ing the salt content of other supplies. This is shown by 
an economic view of the chemical effects of reduced salinity 
and is supported by agricultural analyses of similar conditions 
in this country and by one hydrologic study done by analysts at 
the Hebrew University. 17 

The desalted water is worth another 3 cents because of 
its benefit in industrial dilution. As the result of the 
addition of supplies of distilled water, the water used in 
industry is softened. This saves the cost of softening for 
industry in the major population centers of the country and 
the total savings is expected to come to 3 cents per thousand 
gallons of distilled water. l8 

The Israeli Government has provided a similar but slightly 
higher estimate of the effects of dilution. In a paper en­
titled the Effect of Desalting Plant 2!1 Reducing the Salinity 
of Water in Southern Israel, the Ministry of Agriculture and 

17 Cf. P. MacAvoy and D. F. Peterson, The Engineering Economics 
of Large-Scale Desalting, op cit., pages 88-112. Cf. also 
Dan Yaron, op. cit. 

18 Cf. P. W. MacAvoy and D. F. Peterson, op. cit. 
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the National Water Carrier show that the addition of water from 
a desalting plant will permit the water carrier to incorporate 
a certain amount of water reclaimed from sewage. The sewage 
water has high salt content. If the permissable rate of 
salinity for water use in agriculture is set at 175 parts 
per million chlorides, the output of the desalting plant 
will allow the use of an additional 110 million cubic meters 
annually of reclaimed sewage water. The sewage project ought 
to produce water at costs close to 15 cents per thousand 
gallons while the additional reclaimed water ought to pro­
duce output worth 25 cents per thousand gallons (equivalent 
to, or slightly less than, the value product of water from 
the desalting plant in Negev agriculture). Then the 
additional dilution value of the water is equal to the 10 
cents per thousand gallons of net value product from using 
the reclaimed water. 

This is to forecast that the "external effect" of distilled 
water added to the national water carrier will be additional 
value product of from 6 to 10 cents per thousand gallons. The 
forecast value is likely to be in the middle or high end of 
this range, given pessimistic results in the current research 
on the effects of salinity on citrus crops, and pressing de­
mands for softer water by industry. An over-all assessment 
of this dilutant effect, along with the direct value product 
from Negev agriculture, leads to the conclusion that the 
water produces benefits equal to or exceeding 35 cents per 
thousand gallons. 
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Financing the Difference Between Costs and Benefits 

Given the natural uncertainty attached to the first 
large-scale construction project in desalting, both the 
costs and the benefits from an Israeli plant are subject to 
wide variations. But perhaps the research results now avail­
able are sufficiently complete to forecast "target" or "ex­
pected" costs of 62 cents per thousand gallons for the water 
plant and for energy to operate it. The benefits to the 
Israeli economy are going to be significantly less than 
these costs. The total "expected" benefits of the new 
water are close to 35 cents per thousand gallons, or a little 
more than half the cost. 

There are other gains which have not been accounted for. 
The advance in the science of desalting which could accompany 
the construction of a large-scale plant with new research 
components has measurable economic benefit -- these benefits 
may be as great as one-half the cost of the Israeli plant, 
even though no research has been done on providing a quanti­
tative measure of such benefits. There are intangible, but 
potentially large, gains from locating a large-scale plant 
in Israel at this time. Both Israel's water management and 
its agriculture are highly advanced so that the economic and 
social consequences of introducing desalted water into the 
Israel system could yield useful knowledge. 

Financial assistance has to take account both of the 
limits on economic benefits accruing to the Israelis and 
the limits on research benefits to the outside world. The 
proposed program is in three parts: Israeli participation; 
loan participation by the World Bank or other international 
or national lending agency; and a research grant, presumably 
from the United States. 

The Israelis receive 35 cents in benefits of the 62 cents 
of costs per thousand gallons. They should then bear the 
burden of 35 cents per thousand gallons of construction and 
operating expenses. Their responsibility would be to: (1) 
provide for the construction and operation of any necessary 
energy-producing facilities and operate the water plant; and 
(2) repay the loan on the construction of the water plant. 

Making the Israelis responsible for providing the energy 
for water production will give reasonable assurance that they 
will choose the most efficient - or least cost - method for 
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adding on to future electricity-producing facilities, and 
should induce them to make the choice of energy source on 
the basis of long-range cost forecasts at the time of 
actual construction. The energy and operation and main­
tenance costs are forecast to be in the neighborhood of 
25 cents per thousand gallons. 

The remaining 10 cents per thousand gallons of Israeli 
responsibility would be the required repayment of a $44 million, 
6\ per cent loan from the World Bank or similar agency. This 
loan would be tendered for covering part of the cost of con­
struction of the water plant. It would run for the thirty-
year life of the plant, with a grace period on principal 
repayment while the plant is being constructed and put into 
operation. l9 

A grant would be required to pay for the rest of the 
water plant. The forecast costs of the plant are $106 million, 
so that at least a $62 million grant would be required. The 
high costs -- those at the top of the probable range of con­
struction expenses -- could be as much as $115 million, so 
that a $71 million grant could be necessary given poor results 
in meeting all of the construction costs and timing targets. 

19 The size of the loan has been determined by finding the 
annual charge equivalent to 10 cents per thousand 
gallons, given that the total costs of the water plant 
are forecast at $105 million and that the annual charge 
rate is 7 per cent. The annual charge rate has been de­
termined as that uniform rate which, over the thirty­
four year life of the loan,has the same present value 
as a series of uniform annual interest payments in the 
first ten years, and then repayment of principal and 
interest running to the thirty-fourth year. 
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MEMORANDUM Mr. D. Woods November 4, 1968FOR: George 

FROM: D. F. Peterson and P. W. MacAvoy 

SUBJECT: The Economics and Finance of a Research and 
Development Plant Producing 40 Million 
Gallons of Water Per Day (MGD) 

From discussions with United States officials responsible 
for the development of large-scale desalting plants, and con­
sidering the current state of technology, the minimum size now 
needed for a first prototype large desalter, if meaningful re­
search benefits from scaling up are to be obtained, is in the 
range of 30 - 50 MGD. Such a plant would be expected to pro­
duce research and development benefits that would allow the 
construction of more economical, later-stage plants. It could 
incorporate new vertical heat transfer tube (VTE) technology, 
which promises to result in additional cost reductions esti­
mated at 20 per cent in later-generation plants. The unit 
cost of water in the 40 MGD prototype would be somewhat higher 
than in the 100 MGD model, owing to reduced economies of scale, 
but the construction costs and the amount of subsidy required 
would be much less. 

Construction Costs of a---- 40 MGD Plant 

In the following discussion of the 40 MGD plant, the 
approach is the same as that in the analysis of the 100 MGD 
plant. The cost estimates for the 40 MGD plant, however, have 
less validity owing to the fact that they have been scaled 
down from the Kaiser 1968 estimates for the 100 MGD plant 
(Table 1). They have not resulted from specific engineering 
and economic studies of a particular 40 MGD plant per~-
They should, nevertheless, provide a bench mark on which 
some estimates of required financing can be made. 
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Table I. Estimated Construction Costs of 40 MGD Plant 

Distillation Plant $28.24 million 

Intake and Outfall, General Plant, 
Engineering Design, and Owner's 
Expense 13.22 million 

Interest During Construction 6.15 million 

Contingency During Construction 5.72 million 

TOTAL CONSTRUCTION COSTS $53.35 million 

For this plant, with total capital .costs of $54 million, 
the water plant only costs would be 43.6 cents per 1000 gal­
lons, based on annual fixed costs of 10 per cent with an 
85 per cent operating factor. 

The Costs of Energy to Operate the Plant 

The costs of energy, operations, and maintenance, using 
the results of the two Technion studies and the two Kaiser 
studies referred to in The Economics and Finance of an 
Israeli Desalting PlantProducing lOOMillion GallonsPer 
Day, are shown in Table 
capital costs, the total 
71¢ per 1000 gallons. 

II. When added 
costs of water 

to the 
range 

water-plant 
from 67¢ to 

Table II. The Costs of Water 

Design Study 

0 and Mand 
Energy Costs 

¢/1000 G 

Total 
Water Costs 

¢/1000 G 

Technion Fossil 23.7 67.3 

Technion Nuclear 25.9 69.5 

Kaiser Fossil 25.0 68.6 

Kaiser Nuclear 28.0 71. 3 
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Financing the 40 MGD Plant 

Tile Israelis should receive benefits from the water of 
35¢ per 1000 gallons for the reasons outlined in the analy­
sis of the 100 MGD plant. Tiley should be required to bear 
the burden of costs totaling no more than these benefits. 
Tile Israelis could pay for the costs to provide energy to 
the desalting plant and for operation and maintenance; 
these are estimated to be in the neighborhood of 25¢ per 
1000 gallons. Tilen the maximum principal on a World Bank 
or other agency loan];/ equivalent to 10 cents per 1000 gal­
lons is $18 million. Tile required research grant would be 
$54 million less $18 million, or $36 million. Since a 
period of about 6 years would be required to design and 
place the plant in operation, appropriations of funds could 
be spread over that period. 

Design and Development Studies 

New technology usi~ VTE is now sufficiently advanced so 
that it should be introduced in any large-scale prototype 
plant. However, a full-scale VTE tube bundle has not yet 
been tested. Such tests will be required in order to provide 
necessary design data for the prototype and should be initi­
ated inmediately. Tilese tests will cost $4 - $5 million. 

Much more detailed conceptual studies and cost estimates 
for the 40 MGD plant will be needed. Such studies should in­
clude: 

(1) Tile best arrangement of a 40 MGD desalting plant 
in relation to feasible increments of power in­
stallation. For example, a dual-purpose plant 
with a single heat source (fossil or nuclear) 
feeding a back pressure turbine, of perhaps 
100 MWe, and 40 MGD desalting, together with a 
condensing turbine, of perhaps 200 MWe. Site 
arrangement could be made to pennit expansion 
of this installation, so that ultimately there 
would be additional water and power production 
hooked up flexibly so that part of the power 
facilities could be operated independent of 
water production. 
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(2) A 40 MGD combination vapor compression VTE 
single-purpose desalting plant. 

For predicting product costs in dual-purpose plants for 
purposes of economic evaluation, allocation methods which 
credit electricity profits to water production should not 
be used. 

!f A 6.5 per cent loan with a repayment grace period of 10 
years then repaid over 24 years could be recovered at 7 
per cent (interest plus sinking fund) over the 30-year 
life of the plant. This comes to (0.10) (40 x 103) 
(365) (.85)/.07 or $17.6 million (say $18 million). 
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DEPARTMENT OF STATE 

Washln&ton, O.C, 20520 

November 29, 1968 
MEMORANDUMFOR MR. WALT W. ROSTOW 

THE WHITE HOUSE 

Subject: Summary of State, Interior and Atomic 
Energy Commission -Views.on George D. 
Woods' Proposal on an Israeli Desalt­
ing Plant 

Your memorandum of November 8, 1968 requested the 
Secretary of State to summarize for-the President the .. 
positions of the Departments of State and Interio_;.. and 
the AEC on Mr. George Woods' proposal to construct a 
40 million-gallon-per-day (MGD) desalting plant in Israel. 
Below is a brief summary of the positions of Interior, 
AEC and the State Department. In addition a complete 
statement of the State Department's position is enclosed 
together with your memorandum of November 8 and letters 
from the Secretary of the Interior, the AEC and the Agency 
for International Development. 

Interior Position: 

In brief, Secretary Udall believes that the proposal 
is feasible and highly appropriate-for United States 
support. However, he feels it advisable to determine 
Israeli reaction to Mr. Woods' recommendations before 
proceeding further. He believes that the President should 
include the proposal in his FY 1970 legislative program 
and request the necessary authorization. 

The Secretary suggests that the plan should be pre­
sented to the Congress as Phase I of a larger project with 
any additional phases to be funded entirely by Israel. 
Interior is uncertain about the receptivity 
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of the House Interior. Committee, which has criticized 
foreign activities of the Office of Saline Water, but 
feels that the Senate Interior Connnittee would look 
favorably upon such an initiative. In spite of some 
misgivings about the House Connnittee, they nevertheless 
believe that the proposal can be presented to Congress 
in tenns of its value to the United States. The re­
quests for appropriations can be spread out over a 
period of several years. Interior estimates that 
$5 million would be required to construct a test mod~le 
for the proposed advanced desalting system using Verti­
cal Tube Evaporators (VTE) and do the necessary.planning 
for the full plant. 

In the event the United States is unable to provide 
the full subsidy, Interior suggests the possibility of 
asking Israel to pay for some· of the equipment, materi­
als, and services to be purchased in the United States 
in Israeli pounds. This money would be invested in 
water-resources research in Israel which is important 
to the United States from the standpoint of technologi-· 
cal advancements and to the Israelis in terms of water 
supply. 

AEC Position: 

The AEC does not consider the Wo~ds proposal fully 
responsive to either United States or Israeli needs and 
objectives. They believe further study should be made 
of alternative means of financing the larger plant and 
question Mr. Woods' conclusion that financing for that 
project in the amount and on the tenns required is not 
available. • 

The AEC also believes that there should be further 
study of the advantages to the United States in using a 
nuclear-energy heat source of United States origin. 
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They argue that, if Israel decided to use nuclear fuel 
and purchased a reactor of non-United States origin, 
there would be a danger that the reactor would not 
have adequate safeguards. Further, the AEC contends 
that the United States program for large-scale desalt­
ing has from the outset been explicitly directed to­
wards the use of nuclear energy to promote peaceful 
uses of atomic energy under effective safeguards. 

The AEC believes that broad discussions, in which 
the Woods proposal could be included, should be held 
with the Israelis. They suggest that the Department of 
State, the Department of the Interior, and the AEC 
fully explore a mutually acceptable position before , 
communicating with the Israeli Government. 

The AEC believes that the target of the 100 MGD 
plant should not he abandoned at this time, and 
suggests that the construction of this initial increment 
of 40 MGD c1uld be accomplished without any financial 
commitment on the part of the United States for the re­
mainder of the capacity. 

The Commission feels 'that there would be extensive 
Congressional support for an appropriate nuclear~fueled 
plant but that the Woods route would seriously jeopard­
ize that support. They point out that authorization 
for the Office of Saline Water's support would require 
action by the Senate and the House .Interior Committees 
where opposition to foreign activities of Interior has 
frequently been expressed. The Commission feels that a 
broader-based nuclear plant could well receive the 
support of the Senate Foreign Relations and the House 
Foreign Affairs Committees as well.as the Joint Committee 

.on Atomic Energy. 

Department of State/AID Position: 

The Department of State and AID agree that Mr. 
Woods' proposal constitutes a feasible and appropriate 
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next step. Both State and AID take the position that 
Israeli contribution to the research and development 

·costs, in addition to paying for the economic value 
of the water, is warranted and desirable; however, this 
is recognized as a point which can be negotiated within 
the general concept of the Woods proposal. State's 
position is that the choice of either fossil or nuclear 
fuel sources in each case should be decided on its own 
merits. From the United States standpoint, these 
criteria would normally be economic. State feels that 
use of the desalting plant as a means to influence 
nuclear decisions by Israel is unrealistic. State be­
lieves that, since the 1967 war, the Government of 
Israel considers the nuclear decision so fundamental 
to the security of Israel that it will decide this 
question independent of considerations represented by 
a desalting plant. If the United States were to assist 

.in·the construction of a nuclear-fueled plant, it would 
of course, insist on International Atomic Energy Agency 
safeguards for that plant in accordance with regular 
practice. However, State believes that it is impossible 
to bargain with Israel today, for signature of the Non­
Proliferation Treaty or for safeguards over Dimona or 
other non-United States nuclear facilities, in exchange 
for a desalting,plant ·- even one of large size. 

Both State and AID feel that the reaction of the 
Israeli Government to the general concept proposed by 
Mr. Woods should be explored, at the appropriate level, 
by Mr. Woods, unless the decision to proceed is negative. 

State reconnnends that the President include authori­
zation for the Israeli plant in his legislative program 
along the lines suggested by Mr. Woods, i. e., as part 
of the Department of the Interior budget. This joint 
research proposal was initiated by President Johnson 
several years ago. There appears to be a realistic 
opportunity to bring the matter to some positive con-
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clusion at this time. It is appropriate that this be 
dorte. AID doubts that a decision to include the prog.ram 
in FY 1970 legislation can be made at this time. While 
favorable to the Woods proposal, AID is concerned. -that a 
recommendatio~ for a.grant might have an adverse effect 
on the regular aid appropriation, although this concern 
would be reduced by an Israeli contribution to the Research 
and Development costs. While some major difficulties 
are apt to arise, chances for legislative success might well 
be greater now than later. 

Benjamin H. Read 
Executive Secretary 

Enclosures: 

1. Department of State Position 
2. Memorandum to the Secretary of State from 

You, dated November 8, 1968 
3. Department of the Interior Position 
4. Atomic Energy Commission Position 
5. Agency for International Develppment Position 
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EXDIS 3/ "ff\

:::.:.----
DEPARTMENT OF STATE 

Washin&ton, D.C. 20520 

Views of the Department of State on the 
Woods Proposal on an Israeli Deslating Plant 

Our comments are keyed to the numbered ques~ions in 
your memorandum of November 8, 1968: 

1. We accept Mr. Woods' conclusions, and agree 
that his proposal is a feasible and appropriate next• 
step. We are, moreover, pleased that a concrete pro­
posal for action has come from the lengthy process .of 
consideration. The 40 million-gallon-per-day (MGD) 
plant_proposed by Mr. Woods - fifteen times larger tn~n 
any now built or under construction - is a more logical_ 
and attainable next step than the original, more grandi­
ose proposal. At the same time, we think it is well to 
keep in mind that the Israeli Government may1be dis~ 
appointed in the conclusions reached, however compell­
ing the reasons may be for deferring the original pro­
posal. Nevertheless, we believe the Woods proposal 
represents a sizable benefit to the Israelis, and we 
think they may well recognize that fact. A water 
shortage, at some time in the future, impends; though 
we are inclined to believe that the crisis may be 
further away than some Israelis believe. Moreover, it 
is interesting that the Israeli Government has not yet 
been willing to make the difficult decisions on allo­
cation of available water resources. We should at the 
same time recognize that significant changes in present 
water allocations could pose some dome·stic political 
problems to any Israeli Government. 

We share Mr. Woods' belief that the larger 100 MGD 
plant cannot be financed under existing _conditions, and 
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we do not believe further study would affect the con­
clusion. Only about one-half of the estimated ·subsidy 
for the larger plant could be justified as a techno­
logical grant; the remainder would have to be in the 
fonn of outright economic assistance. The Woods pro­
posal stipulates that Israel will provide the steam; 
this can be done less expensively in a dual-purpose 
plant, so we would expect Israel to take that course. 

. The proposed 40 MGD plant should produce water, 
under the contemplated financing scheme, at a sub-
sidized cost approaching its worth to the Israeli 
economy. With regard to financing, however, it would 
be appropriate and desirable for the Government of 
I~rael to provide part of the subsidy for technology 
required for the plant. As Israel becomes progressively 
wealthier, we would hope to maintain close United States­
Israel cooperation, while making progress toward a more 
equal financial relationship. This is a point that 
could be negotiated with Israel within the general con­
cept set forth by Mr. Woods. The Agency for International 
Development agrees on the desirability of Israel's sharing 
in the Research and Development subsidy, and that Agency's 
views are incorporated in a separate paper (enclosed). 

The fundamental benefit to be derived by the United 
States under the Woods proposal is that the desalting 
plant's construction would demonstrate the pasic tech­
nology required for future plants of up to a billion . 
gallons per day that could be built anywhere in the world. 
If the United States can attain and hold a position of 
connnanding leadership in the development and construction 
of low-cost, large-scale desalting plants, this would 
produce significant dividends in tenns of our broad 
national interests. Among these would be the enhance­
ment of our scientific prestige and technological 
leadership, and the not inconsiderable commercial and 
balance-of-payments advantages accruing from the sale of 
desalting equipment. 
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For Israel, despite the reduction in plant size•from the original proposal, the plant would be a major 
step towards a solution of that country's very diffi-
cult water problem. As AID points out . 
Israel would also receive Research and Development 
benefits of some considerable value. It is reasonable 
to assume that Israel will construct additional de­
salting plants at later dates; these may· well be of 
greater magnitudes and may or may not employ nuclear 
energy as a heat source. We recognize that a 40 MGD 
plant will not be sufficient to meet water needs_now 
estimated by the Israelis by the time it is completed. 
This plant could provide a first major step in a larger 
complex. The proposed desalting plant should also have 
regional significance in proving out the use ·of large­
scale desalting technology in an area of the world where 
it is most likely to be needed. 

Except for the desirability of introducing non­
proliferation safeguards and encouraging a pro-United 
States orientation in the nuclear programs of other 
countries, we have no general preference for any par­
ticular source of energy for a desalting plant. Recog­
nizing that large nuclear reacto~s could provide lowest 
cost steam for large desalters, we nevertheless feel 
that each case can be decided on its merits considering 
the most economic basis as well as the corollary nuclear 
policy factors which may be present in each specific 
proposal. Mr. Woods' reconnnendat.ions do not preclude a 
nuclear option. We are confident that United States 
reactors will continue to be commercially competitive, 
although we recognize that many countries (possibly in~ 
eluding Israel) might be willing to bear the additional 
costs of non-United States reactors for the sake of in­
dependence from the United States as a monopolistic 
source of enriched uranium. With regard to the possi­
bility that linking the desalting plant to a United States­
built reactor will enable us to obtain safeguards over the 
plant in furtherance of our non-proliferation objectives, 
we have the following observations: 
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In the past, the United States Government-has con­
sidered that it might make acceptance by Israel of safe-
guards over all Israeli nuclear facilities a condition 
for United States Government financing for a large 
nuclear desalting plant. The political environment for 
such an arrangement has, however, ~een transfonned by 
the Nuclear Non-Proliferation Treaty and the 1967 Arab­
Israeli War. We believe that since the 1967 war, the 
Government of Israel considers the nuclear decision so 
fundamental to the security of Israel that it will de­
cide this question independent of considerations repre­
sented by a desalting plant. If we were to assist in 
the construction of a nuclear-fueled plant, we would of 
course insist on International Atomic Energy Agency 
safeguards for that plant, in accordance with our regu­
lar practice. However, we believe that it is impossible 
to bargain with Israel today for signature of the Non-
Proliferation Treaty or for safeguard over Dimona or 
other non-United States nuclear facilities in exchange 
for a desalting plant - even one of large size. In 
our opinion, the Government of Israel would not be 
ready to believe that the United States Government would 
stick to that condition; and that if, in fact, the United 
States Government did adhere to such a condition, the 
Government of Israel would likely break off the negotia­
tions in a spirit of angry recrimination. 

2. If Mr. Woods' recommendations are-accepted, he 
is the logical candidate to approach the Israeli Govern­
ment to ascertain its interest in the general concept 
proposed by him; the Department believes this should be 
done as soon as possible. We believe he should make 
clear to the Israelis that the specific amounts which 
the United States may be prepared to grant for techno­
logical advancement are yet to be detennined and will 
be contingent upon Congressional approval of United 
States participation in the project. Under the Woods 

.., CONPIBENT!AL 
EXDIS 



CONF'IDENIIAL-
EXDIS 

5 -

.proposal, the United. States would furnish the entire Re:.. 
search and-Development grant of from $36 to $40.million, 
while the Israelis would borrow $18 million fr.om an in­
ternational lending agency at nonnal. rates of interest. 
But, if the subsidy portion is to be shared - at least· 
in part - between the United States and Israel, which 
would be desirable, then the exact "split" would 
necessarily have to become the subject of detailed 
negotiations. Not only would the Congress be more 
receptive to voting funds for a proposal in which ..,... 
Israel bore a portion of the subsidy, but there ___is·· no 
reason to believe that Israel would be unwilling to con­
sider such an arrangement. We understand there is some 
doubt that the Interior Department could obtain the full 
$36 - $40 million; and, to the extent that this is true, 
unless the plant cost can be reduced - a definite possi­
bility - it will be not only desirable, but essential -
for Israel to participate financially in the subsidy if 
the project is to proceed. 

The United States will, in all likelihood, have to 
carry the major burden of the subsidy: a straight 50-50 
split would probably be very difficult to negotiate, in 
our judgment, though we might well start with this as 
our first "offer." We think that something in the 
neighborhood of a 75-25 split would be an acceptable 
basis for a final sharing of the costs. This would im­
ply an OSW contribution of from $27 ~ $30 million and 
an Israeli grant of from $9 - $10 million. If Israel 
should decide to utilize nuclear heat sources for 
either the desalting operation, for power generation, 
or for both, the United States would be willing to 
examine, in accordance with our nonnal· practices, the 
possibility of helping Israel to find financing such 
as from the Export-Import Bank or the International 
Bank for Reconstruction and Development for the con­
struction and fueling of a suitable nuclear plant, 
making the usual long-tenn assurances of fuel supply. 
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We recognize the AEC's interest in the Israeli de­
salting plant and believe broad discussions should 
continue on this and other proposals between that 
Agency, State and Interior; we propose that these 
discussions be accelerated in order to reach an under­
standing among the agencies, but we do not believe ex­
ploration of Israeli interest in the Woods concept 
should be delayed. 

3. We think that the time has expired for further 
exhaustive discussions on the Israeli desalting plant 
without some indication of the resources the United 
States Government may be willing to connnit. We favor 
including a request for funds in the Department of the 
Interior budget for this project in the FY 1970 budget, 
assuming (a) the President accepts Mr. Woods' recommend­
ations, and (b) the Government of Israel expresses in­
terest in them. We believe Congress will not be hostile 
to the proposal,and the fact that the entire S\.llll does 
not need to be appropriated all at once, but can be 
spread over a period of years, may make it easier to 
obtain funding. For FY 1970 itself the only funds re­
quired will be those to pay for detailed engineering 
design and economic studies on the proposed 40 MGD 
plant. We recognize that advance testing of the VTE 
module is important so that this can be ·incorporated 
in the design, but this technology would h~ve general 
future application,and the cost of the tests should not 
be charged to the Israeli project although authorization 
for them could be part of the legislative request. 

We should seek Congressional approval in principle 
for the project, explaining that the precise amount 
that will be needed cannot be detennined with exacti­
tude until further studies on the 40 MGD plant have 
been made and an agreement on the subsidy "split" with 
Israel negotiated. 

We feel that this program would have· the support 
of the Congress. Although we have little basis for an 

-CONE !DEN I !AL 
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evaluation of Congressional reaction, we think the pro­
gr~m could be sold on its own merits. The program was 
initiated by -President Johnson several.years ago, and 
there now appears to be a realistic opportunity ~o 
bring the matter to some conclusion at.this time. 
While major difficulties are apt to ·arise, chances 
for legislative success in FY 1970 may well be greater 
than at a later date. 

We would hope to gain the support of the Senate 
Foreign Relations Committee, the Hol.ise-Foteign Affairs_. 
Committee, and the Joint Committee on Atomic Energy, ·'"........ 
considering the importance of the proposed project to 
the future of large-desalting-plant technolog·y, in­
cluding use of nuclear heat sources. The Interior De­
partment has pointed out certain problems with its 
House Committee, with suggested means for overcoming 
them. 

OOHPIDEH'i'IAL 
EXDIS 
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MEMORANDUM 

15287THE WHITE HOUSE 

WAIJIUCOTOH 

'EiON'FIEH3N'f'fAL/EUBf~ ·Friday, November 8, 1968 

MEMORANDUM FOR THE SECRETARY OF STATE 

I would appreciate it if you could draw together for the President . 
th..:-~.!~_t}2.:!.~.?~-~~ b~pfrf.~"¥~1Js:.2¥.""§f~Ie:~nci)nt~Io..u£°ci-~fi'~.~E-eo-n this 
proposal. At this point, I believe it is less important to give the President 
a unified r,ecommendation--though that would be desirable--than it is to 
spell out for him the pros and cons. • 

Three specific questions I feel we should address are:----·---- ...·-··-·--------
1. Do we agree that Mr. Woods I proposal is a feasible and 

appropriate --next step in this US-Israeli program and in the general 
context of our progress in desalting? 

2.!,---Should Mr .. Woods try to ascertain Israeli interest in this 
proposafi.s quickly as possible and preferably before Prime Minister 
Eshkol's visit? 

J_,,.......Should the Pr.esident include this in the legislative program 
and budget for FY 1970? (In answering this, I hope you can give the 
President a precise estimate of_ Congressional receptivity.] 

With the Eshkol visit upon us, it would be helpful if we_£ould ha~ 
your response by- November 15. 

lJtJ~ 
W. W. Rostow 

cc: Secretary of the Interior 
Chairman, AEC DECLASSIFIED 
Administrator, AID E.O. 12958, Sec. 3.S 
Director, Bureau of the Budget NSC Memo, 1/30/95, State Dept. Guidelines 
Dr. Donald Hornig By+ NARA, Date 4 •)J/J~ 

~CCNFIPFNTI4 I {EXPJS 
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UNITED STATES 

ACTIONDEPARTMENT OF THE INTERIOR 
is assigned to

OFFICE OF THE SECRETARY . .WASHINGTON. D.C. 20240 •. --·­
.'15051 I 

eeNPf lli'Niil\ra llDlORANIX.DI 

'1dVt 51958To: 'lbe Secretary of State 

From: 'lbe Secretary of the Interior 

Subject: Proposal for Desalting in Israel 

'lbe Walt Rostow memorandum, dated November 8, 1968, asks that I comment 
to you·on the proposal by Ir. George Woods for an Israeli desalting
plant. 'lbese coainents are made on th~ basis of inputs which I have 
received from t~e Assistant Secretary for Water and Power Development and 
the Assistant Secretary for Water Quality and Research. 

I now wish to respond to the three specific questions proposed by »r. 
Bostow. 

Feasibility and Approoriateness 
·we do agree to the feasibility of the Woods proposal. There are many
different ways of constructing a desalting plant of. 40 million gallons 
per day. As stated by Mr. Woods, the primary emphasis is to be the 
developnent of desalting technology. If U;·,ited States participation is 
to reflect this y-:timary interest, with a view to building large-scale
desalting plants in the future in Israel, in the"United States and else­
where, then a dual-purpose system using a back pressure turbine, coupled
with a vertical tube evaporator, would be of greater interest to us than 
a conventional desalting plant. While it is inappropriate for us to 
dictate the energy source to the Israelis, we should recognize that 
nuclea_r sources for future large_ systeais would probalily be employed. 

We believe that it is highly appropriate for the United States to support.
the Woods proposal and cite the following reasons: 

1) To develop advanced desalting technology both from the point of view 
of design and from ~e point of view of hard,vare construction. 

2) To demonstrate desalting p:-actices and to gain operating experience 
w1th a large plant. It i_s only through actual operation that· one can 
establish the economics of water costs, study. the effects of different 
modes of operation, investigate pretreatment methods, learn about the. 
operating and maintenance problecs, all of which determine the price _of 
the water. • • > 



3) As ·a necessary .intermediate steo for eventual larqer projects in 
all parts of the world, and specifically in t!?e United States. \~e can 
expect Israel to undertake the later construction cif additional 
desalting units since they will have fully exploited their conventional 
water supplies. Whether or not we participate in subsequent .phases, it 
will be helpful to set up this project in terms -0f phases, with Phase 1. 
being- the single unit of approximately 40 million gallons per day which 
Mr. Woods proposes. 

4) To m6!ce possible the establishment of a rational system of water use 
for agriculture. Because Israel is unique in having a fully integrated 
water system serving the bulk of the nation's irrigated agriculture and 
other uses, it provides in effect a "wate:..· r.iancgement laboratory." The 
impact of decisions involving such matters as water prices and quantities, 
water allocation to different uses, val~a and kind of crops and areas of 
development csn be related to the cost and qua:itity of desalted water, 
and, indirectly, to other water supplies~ 

To surrM11arize,then, we believe that the proposal by Mr. Woods is both 
feasible and appropriate. All of the water resources interests of the 
Department of the Interior are strongly cor.cerr.ed here. Beyond this, 
the interests of the United States government are involved in providing 
technology for low-cost water for wqrld-wide use. 

Israeli Reactions 
It would be advisable to determine Israeli reaction to the recommendations 
before proceeding further. Our concern arises because the proposal • 
introduces factors not previously discussed (40 msd vs. 100 mgd, VTC:vs. 
l!SF) and is predicated upon a value of water of 35¢ per 1000 gallons. 

If Israel were to lose money on ·every gallon of water produced, then they 
might wish io make the plant smaller, or perhaps develop a different 
Iinancing scheme. On the other hand, the Is~aelis might be willing to 
baar some financial deficit on this water fa:.: several re~sons: :.) For 
technical prestige; 2) For developing engineeri:.g "know-how" in ~asalting 
design, construction and operation which could be exported; 3) To set ·the 
·basis for future larger plan.ts which they will need and which would be 
more economical; and 4) As a stimulus towards developing a rational system 
of agriculture with properly assigned water costs . 

. Fi/ 1970 B~,dqet and Conaressional Reaction 
Based on all the foregoing, we believe that the President should include 
this proposal in his legislative program and as!, for the necessary 
au.thorizatio.1. The budget for FY 1970 would have to carry only a small 
fraction of the total cost. We estimate that $5 million would be suffi­
cient to construct a module !or the propose~ advanced desalting system 
and to do the necessary studies.and planning·for the full desalting plant 
to be built in Israel. 

https://cor.cerr.ed


\H th regard to Congressiorial receptivity, ,,;e can offer the following 
commen:ts. In August, 1967, the U.S. Senate accepted the so-calied 
"Baker Resolution" (S.Res.155), urging studies and projects for the 
Middle East in nu6lear desalting. We beiieve that the Senate Interior 
Cor.unittee would look favo'!'ably on such an initiative which can be 
considered a desirable first step towards a lliddle _East nuclear energy. 
center. We are less sure about the reaction of the House, since we • 
have experienced criticism with respect for foreign activities oi the 
Office of Saline Water. A major critic has been Congressman John Saylor 
from Penr.s"ylvaniaI who is the l·anking minority mer.iber of the House 
Interior Committee. Whet~er he would be receptive to this proposal, 
presumably endorsed by the next Administration, is not known. It would 
be advisable not to indicate any com.nitment to a nuclear energy source, 
but to leave the choice open. 

In any case, we believe that our presentation to the Congress will be 
able to present th_e value of the proposal to United States interests .. 

In addition, I would make the following s~ggestions concer~ing funding: 

' 1) Depending on the cost-.illocatior. method employed, the cost of water 
may ba lower than stated, and therefore a sr.1aller Ur.i ted States contri­
bution would be required. The proposal uses cost sharino deten;iined by 
an "available energy" allocation. In this approach, both power and 
water share the economic b~nefits of a combined system. S~nce it is not 
our intention to subsidize the cost of power generation in Israel, but 
rather to support the demonst~ation and adv~ncement of desalting 
technology, it see::~-imore appro!)riate to employ an incremental fundi nq 
allocatior. in wili ch the costs assigned to power generation are equal to 
the cost of generatin.g a like block of pm-:er ir. a p.:>wer-only plant. In 
this case, all of the advantages of the co:nbined system are assigned to 
the cost of water production and the Uhited States participation.would 
be limited to assisting in the financing of the water plant only. With 
this approach, it is then possible to place our ~articipation clearly on 
the basis of obtai:iing advanced tec:rnology which wi 11 benefit the United 
States. This latter approach is the basis for ou:::-aut~1orization to 
participate in the 3olsa Island p::-oj ect. Cong1·ess was particularly 
interested tl1at such a cost allocatio~1 basis ~e employed in order that 
funds justified fer t::e developr.-:ent -of desalting technology would not be 
subsidizing power produetion. 

2) Next, I believe that the project should be presented to the Congress 
as Phase 1 of_a laraer praject with ihe additional phases tote fund~d 
entirely by Israel. If this approach is agreed to ~y the Isrseli govern­
ment,· then of course our contribution, although unchanged in dollars, 
will be· a smaller f:-action of the to·::.al project. Even if this appr·oach -
were not to be adopted, ~'la should still charge an appropriate portion of 
tte heat source to tne total capital costs o: t,1e desalting project·, thus 
dec:-easing the percentage of our cor.tributic~. 

3 
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3) If.there is an objection to an outright grant as large as indicated 
by lir-. \foods 1 exceeding the usual le.::$-than~50% cost-sha~ing formula, 
then there is still an additio~al r.:ethod cf fi-nar.cing that might be con­
sidered as supplementary to a gra~t and loan: Israel pay for some of the 
eq-.1ipment, mate:-ials and ·services whic!1 it is· purchasing from the United 
States, not in dollars, but in local curre:icy, and that this amount be· 
set -aside to be spent on water resources ::.-esearch in Israel which is of . 
i~portance to the United States. 7his scher.1e fs analogous to· the PL 480 
scheme but would not draw on tho PL 480 fu~ds Which havo boen developed 
by surplus agricultural corr..':lodities. Such a plan wo·uld be of benefit.to. 
the United States since it would give us a direct return in terms of 
high-q~ali ty research in. the field of water resources. 

The authorizing legislation might incluce reference ·to this kind of 
financing, as well as other possi~ili ties that may develop in further 
discussion with· Israel. / 

·.•·
'. 
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....-. 
UNl,EO STAT$ • ~0"'9 .1~ ' 

ATOM:C !::N~RGY COMM:SS10N 
WASHINGTON. 0.C. 20145 

DECLASSlFiED 
E.O. 12958, Sec. 3.6 

NL) o? -.;103 
Dy~NARA.Datc~~I>~ 

Honorable Dean lbaak 
Secretary of State 

Dear Dea: 

Im writing in regard to the re(iueat in Walt lloatow'• memorandumof 
Noveaber 8 that you draw together the poa!:ion• of the intereated 
agenciea on the recom:undation• of Y.r. Geo:ga Wooda, dated November12, · 
on a proposed deaalt~n& plant in Ier&el. While we have recently • 
co::m.ented informally on previoua draft• of the report, we welcome thi• 
opportunity to expreaa now our for.nal po•it!on on the concluaiou and 
recoa:mendatiou of Mr. Wood•' •tudy. 

Our view• are ex,:eaaed in the auawera to the three •pecific que•tiona 
po•ed in Hr. lo•tow'a memorandum,as well£• in the more detailed 
comment• which follow: 

1. ''Do we agree that Xr. Wood•' propoaal is a feaaible and appropriate 
next •tep in the US·I•raeli p:ogTa &ud in tbe general context of 
our progreaa in de•alting'Z" 

A• elaborated in -c.-,re detail late: in thi• letter, while we do not 
question the technical feaaibility of construc:ing a 40 million 
aallon pe: day desalting plant in :arael, we to not agree that th• 
propo•ed course of ac:ion 1• a,p:o~~iata or :ealiacic. Before 
agTeein&to such a reduction in the acope of the propo•ed Iara•li 
project, we believe that further infor:u.tion and atudy 1• required 
on: 

(a) Alternat~ve :uana of financing the larger d~al•purpoae nuclear 
plant. I:i thia regard, the report ar.d it• attachunt• do not 
explain the bas1• for its key conclusion that "it 1• not 
po•aible at this tima to obtain fi:&nci:ig in :he amount and 
on the te:ma which would be neceeearJ" fo: the dual-purpose 
propoaal. In the absence of the ba•i• for thi• conclusion 
on which z:mch of the arguce~t for a project of vastly reduced 
•co,e reat•, it 1• difficult to evaluate it• validity. 

(b) :rhe advantage•, in term• of u.s. policy, of the uae of a 
nuclea: e:ierSY •~u:ca of tha u.s. enriched uranium t)?e 
with ,articulu att•ntion to the foreip policy aspects 

' 
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of the possible recourse by Israel to other types of 
unsafeguarded nuclear reactors, and the.opportunities 
open to us to influence favora~ly Is:aeli policy toward 
the Non-Proli=eration ~:eaty o= t~e acceptance of inter­
national safegu.rds. There are indications that Israel 
might decide to construct a natural uranium reactor as a 
step toward obtaining &n u~safegua:dee cap&bility for the 
production of plutoniw:i. We do not believe that this would 
be in our interests and could cause serious proliferation 
problems. 

2. "Should M=. Woods try to ascertain Israeli interest in this 
proposal as quickly as possible and preferably before Prime 
Minister Eshkol's visit?" 

We believe it would be preferable for the Israeli Gover:unent to be 
advised of our interest in having broad discussions on the pro­
posed joint progra.n, in which !'.r. Woods' concepts could be 
included, during or after Prime Min~s:er Eshkol's visit rather 
than attempti:ig on such short notice ;o obtain.a prior expression 
of interest in the proposal on :he.part of Isrcel. ~e understand 
that Mr. Eshkol's visit has been deferred. This should enable 
the Department of State, the Depar~;ent of Interior, and the AEC 
to more fully explore a·mutually &cceptable position before 
com.r.unicating with the Israeli Govern.nent. 

3. "Should the ?reside.it include this in the legislative program and 
budget for FY 1970?" Lin a.iswering this, I hope you can &!,ve the 
President a precise es_ticate of Congressional receptivity.:,./ 

We believe that there.would be extensive Congressional su,port for 
U.S. assistance to an· appropria~e nuclesr desalting plant project 
for Israel. However, we feel tha ► the=e ~re ele:ents .in the 
present proposal which would se:iously jeopardize this support. 
The rec0.t::1a:icat1on that the a~miniatration "obt.in (1) U.S. 
legisl&tive authorization for OSW su,port (of not more than $40 
million) ... " would re4uire action by the Interior Cotclil!ttee 
of the Senate and the ~ouse, where O?position has frequently been 
expressed to foreign activities on the part of the Interior 
Department. 

Congressiokal authorization of a broadar dual-purpose nuclear 
desalting plant, on the other hand, could well involve the Senate 
Foreign Relations &nd the House :o:&ig: Aff£irs Committees, as 
well aa tha Joint Coccittae on A:o.:iic !~e=:y. Under these 
coneitions, such lo~s-tem su,,o=~~ra ot n~clear desalt1r.g as 
Senators A~derson, Gore, and jackso~, ~~d Congressoan Holifield, 
would exercise a ~jor voice in the Congressio:.al de~ision. 

https://Congressio:.al
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Senator Baker, who sponsored tne Baker Resolution on desalting 
for the Middle East, althoug.~ not presently serving on these 
COQ:!littees, coul~ also be ex?~Cted :o have an affircative 
attitud• towa=d a nuclear ,e~alt!.r.g a?p~oach. Conversely, 
any propos~l for a single purpose o~ fossil-fired desalting 
plant could enco~nter stiff Op?OS~;ion fro:i this influential 
Congressio~~l group. 

As indicated.in the abov~ r~sponses, our disagreements with 
the conclusio~ and reco:.;::end&tions of the report relate 
particularly to whether the desalting plant should make use 
of~ nuclear ~r conventional energy source, with the size 
suggested for the pro?osed plJnt, and with the method proposed 
for securing Cong~essional appropriations. Also, we particu­
la~ly note that the report presents no basis for its key 
conclusion that it is not possible tnat ap~=opriate financing 
could be obtained at this time for the dual-purpose proposal. 

The considerations relating to energy source and plar.t size are 
develo?ed in more detail balow~ 

1. Nuclear vs. Conve~tior.al ~ower 

Perhaps the ~st surprising aspect of t~a re,o=t is its failure 
to ::iake e.ny dii:-"=inction, in ter:s oi U.S. interests, between a 
nuclear a~d conve~tio~ally f~aled dea&lting pro~act. The U.S. 
progr£m for tha devalop::ient of large-scale desalting technology 
has, fro:i the outset, been aX?licitly directed toward nuclear 
desalting plants. This a,?roac~ has been. part of the joint 
US-Israeli ?=oject £roe i:s start !.n 1964. This was reaifiraed 
with speci:ic reference to the Middl• East in President 
Johnson's major policy state:e~~ of June- 19, 1967, in which he 
stated, •:we here will do our s~a.:-e, z.nd do co=e, to see that 
the peace:ul p:-o::iise o: ~ucle&r ene: 07 is a,,1ied to the critical 
proble::i of desalting water and helpi:ig 'tO ma!,e the dese~ts bloo::i." 

This policy has been based on the long-sta~ding U.S. program of 
encouraging the ?eacefu! usas o= nuclear anergy i~ friendly 
countries under e:fective safegue·rds, ..s wall as on the 
recognitio~ tha:, ~n general,:the econo::iics of large-scale 
desalting defi~itely favor the use of nucl~~= energy in 
·dual-purpose ,1ants .. 
We recognize that, u:u:!e:-Y.r. Woods' :?=o;,osal, Israel might, 0:1 •• 

its ow::i., elect to build a nuclear power source for the desalting 
plant, and we agree th~t the :inal decisio~ should be an Isr&e~i 

https://Conve~tior.al
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_one. As noted above, howaver, if Is=ael c!oes not decide to 
provide energy for the ;,rojec: w!.th ~n enric~ed ura:i:!.C?: reactor 
of U.S. ty?e, there are ir.dicatio:is :~a: it ~ight decide to 

•build a natural uraniu:?l reactor as a ste? towLrd obtaining an 
unsafeguarded c~pa~ility for tne production of plutoniw:i,· which 
we do ~ot believe would ba in our interests and could cause 
serious proliferation proble~s. 

The likelihood that Is4ael wi:l c~oose a r.ucleGr plant of U.S. 
design will be greatly recb.::ec if we fa!.:i. to indicate our strong 
preference for nuclear power £-r.d our willi:-.gness· to cooperate, 
a~ we r.o=wally Go in such c.ses, :hrough ar. assured long-term 
source of fuel and Export-I~~o=t Be .. ~ financing for the power 
plant on cor.ventio:i.21 ter.-::s. Is:-ael would be muc~1core lik.!J.y .. 
to choose a U.s. nuclear i,owa= sourca if !.t understood tl}ac • 
United States' suppo:-t for t:'le i,ro~ect as & w~1ole was based 
on an assur..p:ion that the enargy source would ba of this type. 
Towa=d this end, as centio:iec aoova, we believe that it would 
be reason~ble, in additio:i. :o provi~!.ng enriched fuel under 
safeguarcs o:i. our convention~l ter~s, :o extend 2xport-Import 
Bank financing for this ?roje.::t as we GO for nuclear power 
projects in other countries w!.::h goc:3 c.:eciit experience. If 
Israel selects the dual-pu=pose a??roach, ::.is would per~it the 
AZC :o inch:C:e soce sc;,?ort for ,ev~lop.:le.1t ,~ork related to 
1:i.terface proble:s between t~e nuc:ec:= and conventional pl&nt. 
The overall financial ic?lications of these ceasures of U.S. 
au:,;,ort for a nuclear power so .. rce would not be substantial. 

2. ?lc::it Size 

We recognize that the p=opo5al that we ;,roceed with a 40 million 
gallor. i,ar day pl£r.t ~ay &5sist in getti~~ the pro~ect off to an 
e&riier s:a:-t than c:.~~1t o:he:-wise be poss:.:,ia. However, we see 
no a.iva:-~tage in _the &do?tior. of a conclus.:.o:i ·that the la::ger plant 
proposal "should be abc:~do~ed or at laut held in abeyance." 

As a =at:e= o: ,:-elen:atio~, we :,alieve :hat if the Israeli 
project were to be viewec as, ~ltica~ely, ~ 100 wi.llion gallon 
per day facility, of wlli.ch 40 ~llio:i gallons ?.!= cs.y wo\.:ld be 
con~truct~d initially, :.t wo~ld sig:ii:icantly i:p:-ove the U.S. 
posture arocnc c!1e wo=ld as it would r.ot result in the a;,pearance 
that we ware falli:"..; far oelow the :c::.g inc:.cated target figure 
of 100 :illion gallo:is ?er cay fo~ the :s=aali project. Moreover, 
as che re?o::: recog~!.zas, Isra~i's well-::lahaiad w&:er resources 
will be fully co=:.tted by the late 1970's. In view of this, it 

https://ev~lop.:le.1t
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see~s certain that a plant of 40 oillion gallons per day 
capacity would soon be enlarged to ~e.ac Israel's growing 
needs and to take advantage o= the economies that would• 
accoopany expansion of an existing facility. 

The report's conclusion t:1at "i:i,.plicit in this dual-purpose 
proposal is the use of ~ethods o= cos: allocation which tend 
to subsidize wa~er costs fro~ ?rofits fro::i electric-powar 
operations" is i~i::..:curate az:.ci sug:;.asts SOtlle misunderstanding 
of the econooic advant~ges c: dual-p~=pose plants. As 
Appendix B of the repo::t co=re~tly uotes, the analysis should 
be based, as far as econo~ic~ ~re ccnce=ned, on the least­
cost oear.s of proviaing the required ,~ounts of electricity 
and water. In view of this and the eco::.oI:lies of scale for 
both conventional and nuclear plants, the use of a dual­
purpose plant, whether nuclear or conventional, is indicated 
over a wide range of wa:e:: anci powar =equire~ents. The means 
chosen to allocate costs ano assign prices to the respective 
products is not normally relevant to the selection of the 
least-cost ceans of production. 

Finally, the construction of ~n initial incre~ent of 40 million 
gallons ?e:' day, ·wi:hout aba:ldoning tha long-held target of 
100 ~illion gallons per oay, could ~e accv~plished without any 
financial coc::ait~ents on tha part of the United States for the 
remainder of the capacity. 

We will be pleased to discuss our views with you or your staff . 

. Cordially, 

Chair.nan 
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15 Nov1ssa 
MEMORANDUM 

TO: M/WP., Mr. Dean F. Pe1-7rson • ,./J/ _ 

FROM: AA /NESA, Maurice 
//IA,.~

J. Williams 
01 ~~~ 
~ 

SUBJECT: Proposal on Israel Desalting Plant Alldlori-.,.._/Jt....,.!J..,.~-----------
lr,fJ w NAIA.D,t£..-,lf'i,f· 

1. The Woods recommendations on Israel desalting have brought 
earlier proposals much closer to realities and clarified the purpose 
(experimental technology-development) of any U. S. subsidy to i~. 
The broad approach appears to us ·to be conceptually sounder than 
any we have seen before., i.e . ., a power project financed on commer­
cial terms by Israel., the direct subsidy of water by power eliminated, 
the issue of nuclear vs. fossil fuels settled on its economic merits., 
and the desalting project financed by IBRD rates except to the extent 
that a research and development element could be justified. This 
formula does provide an appropriate conceptual basis for considering 
U. S. participation in the project. However no evidence is presented 
in the back-up papers that a 40 MGD desalting plant•is the appropriate 
next research and development step. This point needs to be clarified 
before any prop~_sal moves ahead. 

2. We also believe that an Israel contribution to research and develop­
ment costs is warranted and highly desirable. 

- Not all the research and development experience from a 
project carried out in Israel is. likely to be 100% trans­
latable from Israel to the U. S. 

- The R & D feedback to Israel for additional desalting plants 
in the future contains a potential economic benefit. Israel 
finances R & Din desalting and has the financial means to 
support R & D related to this project. 

The increased cost could add additional encouragement 
to more economic use of water. While Israel's conser­
vation techniques may be excellent., we are not persuaded 
that current practices in. industry., agriculture., or in 
households reflect the trt..e scarcity value of water. More 
realistic· water charges could change the pattern of demand., 
and postpone further the time when ·1arge scale desalting. 
facilities might be needed. 



- 2 -

. 
- If R & D costs were shared., e. g . ., 5() - 50., the benefit 

cost ratio to the United States would be increased making· 
it easier to consider the proposal as a straight business 
proposition rather than foreign aid., thus reducing any 
side effects on the "aid" bill. 

- Shared R & D costs would improve !he case for carrying 
out the project in Israel rather than the U. S. 

3. A major concern we have wit.'l the recommendation for a 
$40 million grant for a 40 MGD Israeli desalting plant is the adverse 
effect such a request is likely to have on the regular aid appropriation. 
Though labelled as R & D for the Office of Saline Water., it is likely 
to be viewed in Congress., and particularly the Appropriations 
Committees., as just another aid spigot. To some extent., they would 
be correct. (The Authorizing Committees in both the Senate and House 
have considered varients of this proposal., i. e . ., the Bak.er Resolution 
and the Ryan Amendment. ) From A. L D. 's point of view., the desalting 
plant would have a low "foreign aid" priority though it is likely to have 
considerable Congressional support. Thus the R & D case could be 
justified and strengthened by an Israeli contribution to the R & D costs. 

4. \Ve believe Prime Minister Eshkol could be given current thinking 
on the project., without a commitment as to either the extent or timing 
of U. S. participation. He could be informed of the broad approach 
to the project., now uncer consideration, i. e. : 

-- power., including the energy needed by the desalting process., 
strictly an Israeli concern., 

-- an experimer,tal desalting project in which Israel and the 
United States might share, perhaps on a 50 - 50 basis., the 
R & D costs, with the balance of any costs financed by Israel., 
possibly through the IBRD or on equivalent terms. 

We assume he will need to think this approach over and consult other 
members of his government as to Israel's interest in participating in 
this kind of project. 
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5. We do not think it is possible now to decide whether the FY 1970 · 
budget should include appro;,riate legislation. 

AA /NESA;ADWhite: 11-15- 68 

Glearance: 
ENGR:KV ernon (draft) 
NESA/NE:JCEddison (draft) 
NESA /ENGR:OFolsom (draft) 
NESA/CDF:_LRosenberg (subs) 



Tu aday, December 17, 1968 

J-.,.,,c ✓ 7'
MEMORANDUM FOR THE PRESIDENT 

~-~~ 
SUBJECT: Cabinet Committ.e' • Recommendations for 1969 Bal.aaco 

of P&ym • Program 

At Tab A i• Secretary Fowler'• letter ·r port, with c0¥erin1 memo­
raadum, pre•eattng the recommendations of YOIU'Cabinet Committee 
on ~alance of Payment• for the 1969 proaram. All the member• of the 
Committee apprcwe. 

In effect, tAe Committee recommends the continuation of the 1968 
program, with minor modificationa. Tba main elemellt• of the program 
are: 

Ma.intaimng fiacal restrainta. 

CoDtf-ina to pre•• for better rule• of the game for our 
trade through international negotiatioaa. 

A etroq export promotion program. 

N ralizina wherever po•eible the for ign exchange burden 
of our military exp.enditare• abroad. 

CoatiDMing the mandatory re•traint• on direct iDYe•tmenta 
abroad. {Th• new rule• for 1969 were amwunced by Secretary 
Smith on November 15.) 

Coatinui.Dg the Federal .R.eeer•e cell on bank credit• abroad. 

Coatbwin1 the lntereat Equalisati Tax. (It expire• next 
July 31 under preaeat l•li•latioll .. ) 

-- Replar and &delllM,,JO fiNac~u to• port a atr program 
to promote fo_rei travel to the United State•. 

The main point tJaat Secretary Fowler• s report makes i• that it ti 
be danger • to lift the mandatory control ■ on direct inveetmenta or the 
restrictions on bank leading abroad until we have made more pro1r••• 
on impr,oying our trade ■ urplua and brillging our over-all acco ts into 
equilibrium. 

https://Coatinui.Dg


At Tab B ia a •1111••ted reply to Secretary Fowler•• letter. H• 
recommad• that hi• lettor and your reply be puWtahed •• an appro• 
priate m•na of um-cine th• conttnution of our pr•••nt pl'og:ram 
into 1969. CH• would like to publlah them tomorrow - December 11. ) 
Thi• will pl'oride for an orderly tranattion and wt11at" the new 
Admini1tratton time to foi-nnalat• it• own policl•• in thi• area. 

1 concur in Sec:rtllary Fowler•• recommeadation. 

W. W. Roetow 

U you a1rM, we will 
need you- ■ ipaatare oa 
the letter at Tab B ~ 

Dl1&pprwe _ 

Call me 

,/(,t/ 
ERF:JKN:mm 
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THE SECRETARY OF THE TREASURY 

WASHINGTON 

December 17, 1968 

MEMORANDUMFOR THE PRESIDENT 

Subject: Balance of Payments Program for 1969 and 
Progress Report for 1968. 

In November or December of each year, beginning in 1965, 
your Cabinet Conunittee on Balance of Payments has submitted 
and you have approved and released publicly a recommended pro­
gram to guide and coordinate the many Federal and private 
sector activities relevant to our international balance of 
payments. 

I am transmitting herewith the recommended Balance of 
Payments Program for 1969. It has been approved by the 
Cabinet Committee on Balance of Payments. I am also including 
a short suggested general letter of approval for your 
signature. 

I believe your approval of this program and the release 
of the letter exchange would facilitate an effective transition 
and the orderly development of future policies in this 
important area. 

This 1969 program basically calls for a continuation and 
further development of the Action Program which you announced 
last New Year's Day. We must continue the temporary restraints 
of that program while pressing forward on the possible longer 
tenn measures to achieve sustainable equilibritnn in our 
international accounts. 

The Treasury has also prepared a 1968 Progress Report 
analyzing in some detail the actions taken in the last eleven 
months to execute your New Year's Day Message. It makes a 
good accounting for the record. 

After a release of the exchange of letters, the Treasury 
would plan to reprint the exchange along with your last New 
Year's Day Message and the Progress R~port on 1968. The format 
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would be similar to the Treasury Bluebook of last January. 
This would put these three essential elements into a single 
package for the benefit of all the Departments and agencies 
of the new Administration who would be responsible and 
concerned with balance of payments activities. 

I ·believe this, too, will facilitate an orderly transition 
and avoid any feeling in the government or public, domestic 
or foreign, of a lapse in this vital program. 

Reconnnendation: That you approve the announcing of the 
proposed 1969 Balance of Payments Program through the publi­
cation of an exchange of letters along the lines of the 
attached. 

If t v-.v1-,yIi·Tivi)--(v'­

Henry H. Fowler 

Approve 

Disapprove ______ _ 
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THE SECRETARY OF THE TREASURY 
. 

WASHINGTON, D.C. 20220 

DEC 1 7 1968 

Dear Mr. Preeideat: 

Near the end of each year begiaaiDCJ in 1965, your Cabi­
net Coadttee on Balance of Paymanta baa aubaitted a reCOll­
aeaded Prograa to pi4e aod coordinate the IIADY Federal 
activitie• relevant• our iaternation.al balaDce of paJIMIDt•. 
Thia letter report will .. t forth the recc-■ ndatioaa of the 
cabinet C~ttee on Balance of Payaent.a for the 1969 P20tJraa. 
Your appre>Tal of this Program ahoald facilitate an effeotive 
tranaitJ.OD and orderly developaeat of tuture polioiaa iB thi• 
illportant area. 

With my oolleacr-a OD the CabiMt Cmaittee and the aid 
of your ataff, we have coor4iaated the •xecaUoa of the 
Action Progr- contained in your Balance of Paymeat■ Mellaage 
to the nation l.aat New Year•• Day. A 1968 Progreu ltaport 
will be aeparately •ubmitted. 

We have al.ao conaidared togetber tbe nature and e:xtant 
of the progr• needed for 1969 if the natiOD ia to baild on 
the fSDCJr-• aade ia 1968 and aolueve a viAble and durable 
equ.ilibriua i• our iaterauational balaace of payment■• It 
i• aubaitted below. 

The cabiaet Cosaittee on Bal.ance of Pa,-nta baa worked 
with me in preparhq the 1969 Prog-raa. The followiag pertic­
ipanta join with me in thaN reccwndatiODa: 

The Secretary of Defen•• 
The Secretary of coaaerce 
The secretary of Traraaportatioa 
The Under secretary of Aqricul.ture 
The tJndar Secsretary of state for Political Affair• 
The Adai11iatrator of the ~cy for International 

De~t 
The Spealal bpre98Dtative for Trade 11e90t.iatt.oe• 
'l'be Director of the Bureau of tbe ~t 
The Chairman of the Council of Scoeomic Adriaer• 
The Ch&iraan of the Federal Reaerve Syatea. 

https://tranaitJ.OD
https://iaternation.al


A few preliaiury ooaaenta are in order oonoernin9 th• 
overall polioy frMM'Ork in which th•••recommendation• are 
aubait..S. 

our determination to achieve equilibrium in our interna­
tional account• i• •• vital today•• it wa• on Jan.ary 1,
1968, the day you unounoed your Balance of Payaan.u Action 
PZ09raa. The removal of our international paymenta deficit 
reaaina "a national and international n■ponaibility of the 
higheat priority•. 

The execution to date of the broad and 0011prehenaive
Act.ion Proqraa you announced on laat New Year'• DaI ha• aub­
atantially 111prcrMdour balance of payment.a aituat on. A 
b-.ge defioit .la 1967 ha• been whittled down t.o near equilil>-­
riWI in th• aecond and t.hird quarter• of thi• year on the 
11qui41t.y baai• of m•a•ure. There ia a ■ubat.antial aurplu■ 
for the fir■ t three quarter• on the official aettlement• 
buia. 

We are pleued that the nation ia llllkin9 aubatant.ial 
pr09re•• toward aohievinq equilibrium in our international 
balance of payment■• But we cannot be aati ■ fied with the 
relative ooapoaition of it.a coaponenta. our proczre•• ia 
apotty and eome of it may be t.ranaitory. It i• ■potty 
becauae two big eleaenta in our ow:rent account -- trade and 
touria -- are far froa ■ati■ faatory, and a thlr4 -- a reduc­
tion in net deficit in Govermaan~ ailitary expenditure• in 
Southeut Aaia -- muat in larg-e meaaure await the reatoration 
of peace in th• area. 

There i• na•onabl• proapect of cont.inuiacJ lapre .... nt 
next year. Thie •••wn••that there 1• no di1111&n~liaw of the 
~iag el ... nt• of your Act.ion Protraa. It alao •••ume• 
that the .laitiative• launohed in that pr09r- to improve our 
trade ■v.rplua and redl&Oe tile n•~ deficit• in lllilitary expendi­
ture• abroad and private t.raYel will be vigoro•ly pur■ued. 
Until the•• el ... nta of the program are effectively executed, 
we will not have t.he durable eurplua or the assurance of a 
lonq-tel'lll equilibrium that will enable u■ to abandon aome of 
the temporary and l••• de ■ lrabl• measure• we have been 
forced to eaploy. 
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Th••• teap0rary mea•ur•• have aerved ua well. They
helped bring the neoeaaary 1 ... diate iaprov ... nt. in our 
balance of payment.a and have given renewed oonfidenoe 1n t.he 
•tren9ch of th• United. Sb.tea dollar. Th• .. teaporary
mea•un•, appropriately modified, are needed for aoma a441-
tional period. Aa the lonc,er-t:ena meaaurea, in•t.ituted la•t 
year and ia ._. of th• preoeding year■, yield in.oreuiagly
larger benefit.a, th• reauaint achieved by th• teaporary
maaaure• aay be pha••d out. 

To aoaplete our t.aak, a continued and •u■ t.ained effort 
will be 11Mde4. Thi• ia the quiokeat and aureat route to 
the atron9 and viable payment• poaition which will permit u• 
to eliainat• tho•• upeRa of our program that are not wholly
ooapatibl• wit.h th• fr .. flow of trade and capital movement■• 

Th••• are the underlying principle■ which your Cabinet 
Co-jtt.ee on Balance of Payment• beliff•• abo\114 govern the 
prograa in 1969. 

I. A Stable Economi and the Re ■ toration of a 
HeaIEi~unltedtate ■ Traae su31ua Snould
!>!the_Prlmary OQjeo!!v• tor 1_9. 

The keyaton• of a aound international financial poait.ioo
of the United Stat•• and of the dollar i• a trade av.rplua.
Without it, the United St.at•• cannot do what ia natural and 
4eairable for it■ role in the Pree World -- to expor~
oapiul, to provide it.a •hare of th• common det•n•e, to give
foreip ai4, and to have lu9e number• of it• oitlsena 
travelin9 abroad. 

Hence, th• firat ord•r of bu•in••• in your laat New 
Year•• Day Neaaaqe waa for Coft9r••• to enaot an anti­
inflation tu:, which, oouple4 with expenditure reatraint 
and approprlat.e 1110netary polioy, oould help at.em the infla­
tionary preaaur•• which threatenecl our eoonoaio proaperity,
atabilit.y and our trade aurplua. You alao \IZ'g'ed labor and 
aan•g-••~ natrainta in wap-prioe deoiaiona and inatructed 
your principal offio•r• in the eooaomic area to work with 
leader• ila buaineaa and labor to make effective a volUDtary 
program of wage-price natr&int. A aWlar inat.ruction on 
preventin9 our export• from being reduoed and our iaporta
inoreaae4 by crippling work atopPage• waa preaoribed. 

https://Co-jtt.ee


Unfortunately, delay• in attendin9 to thi• tirat order 
of bu•1n••• in 1968 contributed to a continued inatability
in th• economy and a very •ubatantial decline in our trade 
•urplua. However, the progress that baa been made in recent 
J10atha ha• laid the foundation for a muoh better national 
performance in t:he area in 1969 and year• ahead, if the 
nation oarri•• throU9h with the progrua now iD pzoire••· 

The Revenue and Expenditure Control Act, finally enaoted 
in late June, aetabliabed our coanitment to fiaoal reatraint. 

The C0n9re•• and the Pr••ident will have to decide in 
the month• ahead on fi•oal policy for th• period beginning
JUly l, 1969. Thi ■ polioy will require deoiaion• on ~di­
turea and taxea n•c•••ary to provide that degree of fiaoal 
reatraint which ia a fundalllental element in an adequat.e
follow-through in the on9oin9 prooe•• of diaintlation,
reatoration of our oompettlive poaition and pro•i•loa of 
a healt:hy trade aurplu ■• Thia fiaoal policy, ooupled with 
appropriate monetary policy by th• Pederal Reaerve Board, 
will make poaaible ~ avoi4anoe of the exceaeive demand 
that ha• contributed to th• decline in our trade aurplua.
It will alao enhano• our ooapetitive poaition by arreating
inflation and enablint th• eoonomy to move back toward 
reaaonable price atability, 91ven aoooapanyiDcJ voluntary 
restraint in wage-price d.eciaiona. 

The Cabinet COllll\ittee on Price Stability, after oon­
aultation with buaine•• and labor leader•, inoludin9 the 
PNaident'• Labor-Mana9 ... nt AdYlaory Coaaittee, la aubmitti.Ag 
a report on the progr••• made and the plaaa for future coopera­
tive effort.a on the w&99-pr1- front. 

In 1968 we witne•••d th• adverae effect• on our interna­
tional trade poai•ion of the work •~oppag• 1n oopper and th• 
po~~ial work •toppage• in ateel and on th• 4ooka. Th••• 
foouNd renewed attention on the need for both labor and 
managwnt to rectOfJlli•• the blplioationa of their action• 
and their poaition• on wage cliapute• and their relationahip 
to the protaotJ.on of our national intareat in maint.ainin9 
~h• atreR4Jth of the dollar. 

https://protaotJ.on
https://aubmitti.Ag
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2. Initiatiws Pursued in 1968 to Assure 
Falmes• to United States Trade In 
world Marketa Should culminate In 1969 
In Cooperatlv Action by the United 
States and Our Trading Partners. 

In 1969 further reduction of non-tariff barrier• and 
appropriate chanv•• in the General .lqra•enta on ~•riff and 
Trade nl•• on border tax a4j\lataent• muat be aehi•~· 
International t.ra4inq rale• and praotio•• are eatabll•hed 
thro1MJhmultilateral consent and nevot.iated in the aulti­
lateral foram of th• GAT'l'. In early 1968 United Stat•• 
npresen-tati••• inau9arated a determined effort to 
elillinate non-tariff barrier•, review agricultural trade, 
aahieft iapro•wnta in the tradin9 rul•• and aln1aiae 
the cliaa4Tantagea to our t.rad• which ariH from difference• 
in the application of national tax •Y•t.-s to export• and 
iaport.a. 

Th• GAT'fCoalllitt .. on Industrial Product ■ baa dewloped 
a ca1talo,ue of non-tariff barriers to trade and 1• now turn­
UWJto the reaoval of theH reetrictiona. liailarly the 
Aqrloul ture Oe111111tte• of the GATT 1• condwrtiJlfl a 9wral 
reYiev of agricultural trade probl-•• In atuaptiD9 ~ 
aoln in m••t realiatl.c inproblm th••• areaa, we be oar 
objeatiw• and tilletable. Ont.he other hand, we cannot be 
eatiafied wi~t. nal progre•• 900n to elillin&t.e the 
•itnificut non-tariff barrier•. we auat bear in a.ind that 
th• Trade Bxp&naion Act of 19CS2 doe• not. perait the united 
It.at•• to ccapenaate witrn trade eonceaaion• the removal by 
other• of 11199&1 non-tariff barriera. 

Th• GAH WorkincJ Party on Border Tax•• auet eoapl•-
ita taak •• early a• Po••ible next year. 1fe believe there 
i• a atructural 4iae4Yantage tot.he united St.at.ea, and to 
other pre4eaiaantly direct.-'tax countries, whieh ariNa 
from~ bo~r tax adjua1aent ayn- •• pnHnt.ly peDlit.ted
under the GATT rul••· The lack of an owrall limitation on 
border ux adjuat.ments, t.he proliferation of the practice,
and the unequal treatment prejudicial aqainn one tax 
ayat.411111 oppo•ed another probleaa GATT rul•• •• u are int.be 
vhieh au■ t. be addreaeed. 

https://pnHnt.ly
https://St.at.ea
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The United Stat•• ha■ al■o raiaed th• i ■ aue of th• pro­
vi ■ iona in the GAT'l' rule ■ vhioh pertain to the proo••• by
which international payment• imbalance■ are adju■ ted. Under 
the GATT, oountri•• aufferi119 teaporary balance of payment•
diffioulti•• aay introduce aurt-term trade natriot.ia9 
praotioea auch •• quota■ but the GA'l'T ia ailent on the 
reaponaibiliti•• of aurplua oountri••• 

We have •••n, in the month of November, two oountri•• 
ea.ploy other IIMlaaur•• which al ■o facilitate the adjuatment
of their balance of payment ■ poaition. Throu9h t.h• 
aanipulaUon of border tax adjuatment■, bot.h Prance and 
Germany ar• endeavoriacJ to influence their trade account• 
in a mann•r conducive to better overall payment■ equilibrium.
Thia ooura• of action waa ohoaen aa an alternative to a 
ohaage in parity -- an action which would have a permanent
efteat on trade. Thia experienae ahould be examined to oon­
■ idar ita laa~9 iaplioation• for th• prooe•• by which a 
nation'• international payment■ •r• brought into balance. 

oeve opment ou on nu easurea Aaaure 
!aditlonality and £0 Minimise Suba€ltuflon In 
foreign Xsalstance. 

The lODt-t•rm trade promotien pro9rui which ,ou outlined 
in your New Year•• Day Me ■ aa9• ahould be pur ■ued vi90roualy. 
Th••• •~fort.a have been helpful to date, and they will have 
to be reii\foroed. Th• recent recommendation• of t:he National 
Export Bxpanaion Conuitt•• provide au99eation• for reinforoe­
manta. Th••• ahould be oonaidered. 

The effort• of AID and other concerned av•noi•• to 
miniaiae th• balance of payment• coat of bilataral economic 
aaaiatanoe have bee~ ■uooeaaful in keeping th•••coata to• 
ainimum. The principle• by whioh thi• ie done are eatab­
liahed. Th• 1mp1... ntation. of th•••prinaipl•• baa now been 
under way for aome time, and the re,,alar, vigilant adaini•­
t.ratioD of the•• method• i■ what ia nquired and i• what we 
are receiving. 

3. The Department of Commerce Should la-ten■ ify 

n 
onal 
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Some of the moat important by-produota of economic 
a••i•tanc• ar• the trading benefit• ari•in9 from the develop­
ment and 9rovth of •iable eoonomiea abroad. We trade and 
proaper t:09ether. Our tied bilateral eoonomic aetiatance, 
which tranafer• real r••ourcea ha• the etfeot of facilitating
the introduction of American 9ooda and aervice• to tlw•• 
foni9a market•• In diatant area•, puroha••• of oapit.al good.a,
often bought to laat for a lifetime, provide a OOD-huin9 in­
tro4uotion of th• product name• of our factoriea to foreign
buyer•. 

In 1969 we muat concentrate on developin9 follow-up
aale• after~•• early •oallllMJ card•• have been deliftre4. 
Induatry, aeaiated, if need be, by Government, muat expand 
upon the export. opponUDity created by our economic aaai•t­
ance. Thi~ will require a •u•tained and po■ itiv• progrui. 

The Coameroe Department ha• oooperatad oloaely with AID 
in aeeking way• to maxi.mi•• united Stat•• coanercial export•
following upon the foreign aaaiatance progr•. In the area 
of publloity, commerce provide• information on AID buaineaa 
opportunities through a variety of media auob a• Int•.P~­
tional COR1merce SUIDID&fY Future eenaliuetionand guarterly of 
Abroacl. 

ln addition t:o information available thro119h th•••pub­
lication■, Commerce provi4e• information on AID export op­
ponunitiea and guidance on the prooedure• for Nllinf under 
the AID pr09ram■ directly to American buain••---n throu9h 
peraonal contacts. The Commarce Department. also put•
tocJ•i:her annual united Stat•• trade and inwat.aent progr ... 
for approxiaately 60 oountrl•• of main commercial lntereat 
in the world. Specific infoniatioaal, prOIIIOtional, and 
poliay aotivlti•• t.o be carried out in •upport of the 
pro9raa obj.ativ•• are delineated. For countri•• with AID 
Mi••iona, the AID operation■ 9enerally oonatitute an im­
portant factor in achieving procJre•• toward the inveat.ment 
prograa objectives. Additionally, the Department of Commerce 
thro119h it• trade pr09rUl8, coaneroial exhibit• and trade 
mia ■ ion• actively aa•i•t• the United State• exporter. 

https://oapit.al
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4. Consiatent with Our·security Commitments, the 
Nation in l969 Should Continue to Mlnlmlse 
It■ Net Mliltary fiellclt s1ReauclnMhe ■e 
txeendlture ■ Whenever Conatlon ■ Pe~t and 
by Neutrallaln{ Them Through CoQperatlve
Action 6y Our 11lea. 

We ahould at.and by the prinoipl•• which you enunciated 
in the January 1 program, 

•we cannot. forego our ea ■ential commitment• abroad, 
on which Amerio•'• ■ecurity and •urvival depend. 

"Neverthele■■, we muat take eYery atep to reduce 
their impact on our balance of payment ■ without 
endanqerlng our ■eourity." 

A• we look at our overall balance of payment• po■ ition and 
proapeota, it r ... in■ a key ooncapt that. the foreign exchan9e 
drain from United State ■ defena• expenditure ■ outaicle our 
borcl•r• for ll\lt.ual ••ourity 1a an extraordinary item in th• 
balance of payment.a. It ahoul4 be met by apeaial ge,vern­
mental action -- it doea not reault frOll normal economic 
4evelopmeat.a, nor ia it aubjeot to normal economic manage­
ment throv.9h fiaoal, monetary and income• polici••• 

weneed to maintain exiating prograJU and oon■tantly 
•-knew way• t.o reduce our det•n•• expenditure• abroad. 
Th• types of action■ by th• DefenH Departllent to reduce 
net foreign exchange coat• during the year■ 1961-1967, as 
deaoribed in "Maint4ining the Stren9th of the United. State• 
Dollar in A Strong Fr•• World Economy•, Tab B, United State• 
Tr•••ury Department, January 1968, and in the Supplemental
Progr••• Report tor 1968, mu■ t be oon■tantly puraued. 

we welcoma th• ext.naive cooperation from countriea in 
the North Atlantia Tr .. ty Organisation and in other part.a
of the world during 1968 to minimise our military foreign
exchange oosta t.hrougha 

puroha■• in the United Stat•• of their defense 
n .. da, and 

-- inveatmenta in lonq-tera United State• 
aeouriti••• 

\ 
' 

https://throv.9h
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In 1969 we will want to continue cooperation and oon­
olude new arr&n9 ... nta, with partioular eaphaaia on NATO 
Bu-ope. In the ocainq year, we will want~ build on paat
experience in way• which1 

-- proceed from th• NATO reeoqnition of the prin­
ciple that the aoliclarity of the Alliano• can 
be atru(Jt.hened by cooperation between member• 
to alleviate burdeu ari•incJ from balance of 
payment. defloita reaulting apeaifically froa 
military expenditure• for t:h• collective 
defenee, 

increa•• the emphui• on purcha••• in th• 
united stat•• to meet country need■ for the 
iaprovwnta NATO haa recently oalled for in 
OO\&Dtry force•, and 

reduce reliance on inveatmenta in long-tena 
United Stat•• eecuriti•• aa a mean• for deal­
ing with our foreign exohange ooat• reaulting 
from detena• expenditure• outaide our border•, 
aince the•• inveataenta do not provide the 
buia for• long tent aolution. 

In other part• of the world, we ahould give partiO\llar 
atuntion to the Far East. Military expenditure• related 
to Viemam and the pro•pe~lve longer-term aeourity aitua­
tioa in the reqion •1 be expected to continue a heavy drain 
on U.ited Stat•• fore 9ft exohan9e. Wewill be lookia9 to 
countri•• in the region to continue and expand their coopera­
tion with ua to deal with thia probl- on a ooatinuiag baaia. 
Active negotiation• to thia end ahould be a con~inuiag 
reaponaibility of th• Sacretari•• of State, Traaaury, and 
Defenae. 

Of courae, the principal opportunity to achieve actual 
reduction• in our gro•• defen•• expenditure• abroad, wit.bout 
daaage to our l0n9-~ •tual aeciurity intereata, i• moat 

_likely to occur in aonaeotion with progre•• in the ne90tia­
tiona lookl119 to a peaceful ••ttleaent of the conflin 1n 
Southeaat Aala. 
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EVen before our aub•tantial inwlvement in llliliury
operat.iona in Vietnam in 1965, United Stat.ea military •xpendi­
tur•• in the 11ajor Far Baatern count.rte• were OODaiderable. 
The direct foreign exchan9e ooata of th•••expenditure ■ 
averaged about $700 million per year before 1965. They are 
currently running approximately $1.5 billion higher. 

Thi• heavy direct lo•• of dollar• to and through Eaat 
Aaia lll\lat be reduced When the fi9bt.incJ atop•. 

Therefore, a bigb priority muat be 9iv•n to the proolea 
of neut.raliaing, to~• maximma poaalbl• extent, th• balance 
of payaaau coat of our ••ourity fore•• in Eaat Aaia while 
the fi9ht.in9 oontinuea, and reducing the gro•• coat when the 
fi9htlng diminiahee or ceaaea. 

5. The Mandator_y and Tem~ Pore1 1n Direct 
Inveatment Program, as uncea n Moalfled 
Form by the Secreta~ of Commero• on Novem­
ber Is, l968, sbou1ne Ralntainea. 

Th• mandatory direct innatment control pr09raa for 1968 
baa not iD~n:up'Md the biqh, indeed, unpr•o•4-ted, level of 
total American inveet.aant. abroad. It baa had the intended 
effeot of rectuailMJ oapit.al out.flowa from t.hia country by in­
orea■ iD9 th• uae of funda borrowed overMaa for direct 
inve ■ taent. by united State■ affiliated ent.erpri•••• 

our ba•• for future aazninga continue• t.o inarea•• and 
th• preNnt balance of payment.a co•t• are maint.ained. within 
t:olerabl• lilllit.a. The private aeotor ha• for the moat part 
under•tood thia. The beat way to kHp the proqr• t.maporary 
1• to pre•• ahead vi9oroualy on all feature• of the balana• 
ot payment.■ front. 

There ia little diaaqr..-.nt that t.bia proqraa ahould 
be teaporary and terminated as aoon as poaa.f.ble. It ia the 
•iew of your Cabinet COmmittee that it 1• not poaaibl• to 
texminate the program in 1969 without. runnift9 a graft riak 
that our proqr••• toward balance of payment ■ equilibrium 
would be r_..r•ed and a heavy deficit beOON a likely 
pro9P9ct.. A• atated earlier in the principle• VoY•rning
the formulation of th• 1969 prograa, until the nation haa 
a durable •urplu ■ or the aaauranoe of long-t.ana equilibrium, 
it would be unwiae to abandon some of the telllporary and le•• 
de ■ irabl• meaaur•• that it baa been forced to employ. 

https://oapit.al
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Thia baa a special relevano• to t.h• Poreip Direct In­
veataent Program a• th• following observation• undaracores 

Pirat, over•••• investment• by American buaine•s (ex­
oluding Canada, which ia empt froa the direct invaatment 
proqraa) are projected to increaae again in 1969, vit.h plant 
and equipment expenditure• reaohincJ oloa• to $8 billion --
up from an eatimated-$7.5 billion chi• yaar, and up from $4.6 
billion in 1964, the laat year before th• introduction of the 
voluntary program. 

second, in order to hold t.h• balance of paymanta impact 
of auoh 1nveatment in 1968 to th• $2.6 billion tar9eted by 
the Prea_ident laat January, it may be nec•••ary for United 
Stat•• ooapanie• and their foreign affiliate• to utilise 
between $2 and $l.5 billion of~ proceed• of foreign bor­
rowing in addition to foreip borrovinq for c1ay-to-day 
working oapital requireaent■• To meet the new tarqet for 
foreign direct inve ■u.nt of $2.9 billion in 1969, we 
pzojeet it aay be neoeaaary for buain••• to utilise another 
$2 - $2.5 billion in foreign borrowing naxt year. 

Third, 9rowing re ■ traint upon capital flova froa the 
united stat•• aince th• atart of the voluntary proqraa in 
P•bruary 1965 haa reaulted in• •ubatantial, and to soma 
extent abnormal level of foreign debt by united State• oom­
pani•• and their foreign affiliates,•• OOlllpared to what it 
mi9ht otherwi•• have been without th• foreign direot inve•t­
ment progr-. W• do not hav. any preci•• way to mea•ure 
it• sis•, but it could approach $5 billion by th• end of thia 
year. 

Pourth, durin9 the paat four year•, in cooperation with 
th• capital pr09rama, many United Stat.es ooapani•• have 
deorea••d their over•••• liquidity through the reduction of 
int.er-ccapan:r account• and the repatriation of Nminga, and, 
u a nalllt., are more aotive, albeit reluctant, borrower• 
for workinq capital purpo•••· 

All of thi• •uggeata that t.erainat.ion of capital con­
trol• in 1969 oould reault in a sharp inar•a•• in capital 
outflow• and retained earnin9a -- it ia difficult to ••t.i­
mate the praciH U10unt for muoh will depend upon market 
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condition• and other factor•, but there 1• a potential ex­
_pAal&d of•• much a■ $3 - $4 billion. Th• outlook for 1969 

<_- a.ea not perait taking th• riak of that auoh additional 
direct inveat:ment haaperincJ progre•• in our balance of pay-_ 
ment■ progru. 

Baaically, the 1969 Poreiqn Direct Inveatment Pr09raa 
will follow cloaely th• format of thi• year•• pr09ram. How­
ever, aome additional leeway i• n"d•d (a) to provide addi­
tional flexibility tor C011panieawith limited or no over•••• 
inveataent experience, (b) to malt• th• Regulationa 1110re 
reaponaive to tho•• ooap&Ai•• who•• inYeataent quota■ ar• 
unrealiatioally low in relation to the return flow of earn­
ing• from their direct inveatmanta, (a) to •••ur• that th• 
program doe• not unneaeaaarily inhibit the 9~ of inter­
company export.a af American 9ood• and aerviae• to forei9n 
affiliatea, and (4) to enable th• Office of Poreip Direct 
Inve ■ tmenta to be more reaponaiv• ~ apeoial induatry 
problea• and •ome of th• inequiii•• in th• lltecJWation• which 
have become apparent during 1968. 

We reoogniae that just to maintain their axiating over­
•••• operation• on a aound baaia, ooapaniaa auat have the 
capability to retain abroad a certain peroenu9a of ~•ir 
forai9n eaninga. Fur~rmon, ntantion ot a portion of 
fOnign urnin9• will be neaeaaary to inaura an orderly 
retirement of the 9rowin9 debt belft9 contracted abroad. We 
therefore ree111 r an4ad that ~ tarpt level of direot inveat­
ment be increaaed to insure that every oc:apany haa, in 1969, 
an inveatmaat quota of at leaat 20 percent of it• 1968 earn­
ing• from foreign direct inve•tment. Thia change waa 
announced on November 15. 

Some adjuatmant in the target was alao necaaaary to 
•••ur• that United Statea com.panie• have additional quota• 
to expand export• of good.a and ••nice• throu9b their 
foreign affiliate•. 

Further adjuatment• of the tarpt were needed to make 
the ProgrU\ more reaponaive to hardabipa ariaing from the 
application ot th• Regulation• to apaoial induatri•• auch 
•• the international conatruotion and tranaportation in­
duatriea, who•• operationa and aocountin9 prooedur•• do not 
doTetail with th• Jtaqulationat to provide relief for com­
panies who•• ability to meat the repatriat.ion requirement• 



- 13 -

of the Ragulation ■ ·i• reatricted by law or lack of control, 
to anoourage private inve•tment of a deTelopmenul character 
in the l••• developed area•, and to provide oompani•• with no 
or limited prior over•••• inve•tment. experience with a some­
what higher level of permitted direct invaat:ment. 

Finally, to enable oompani•• to plu ahead and to in•ur• 
that inveatment projects with important future balance of pay­
ments potential are not di•cc,uraged, the Offi~ of Poreign
Direct Inveatment• evolved it• inoremental earniD.9• formula, 
under which additional direct inveatment 1n future yeara 1• 
authorised on the baaia of future incremental earning•. 

6. The Federal Reserve Voluntary Foreign Credit 
Re•tra!nt Prrnram Should be Maintained with 
Pres nt ~all ngs on foreign Lenalng from the 
unltea §tatea,7:iut in the Coming Year Atten­
tion shouia be Given to Poaal6Ie Modllicatlons 
€0 Encourage Further the Promotion and Financ­
ing ol B~R,Qrts by the Commercla! Banking 
System. 

The Paderal Re ■erv• program haa required a vreat deal of 
United St.atee financial inatitution• an4 ~Y have raapoaded
well. sinoe 1964, United Stat•• cosm,_.rcial bank.a have not 
inor••••d the volume of united State• credit.• to foreign bor­
rower•, even though the foreign banking buaineu ha• grown
aub•tantially in all other r••pacta. In their international 
opeaation, United State ■ bank ■ have had to meet the demanda 
of client• for foreign loana within their voluntary oeilin9s 
and t.hro,a9h the exten■ ive uae of resource• in foreign 
branch••• 

The proapeata for 1969 do not permit any basic change
in th• n ... for restraint on toreign lendinq of United 
Stat•• bank• and other United Stat•• financial 1natitutiona. 
AooordintJly, the exiating voluntary oeilinga for forei9n 
landing by theae inatitut.ion• llho\lld be continued for 1969. 

During th• coaing year, attention •hould be given to 
the affect of th• program on increaaing United Stat•• 
receipta aa well•• on reducin9 united State• capital out­
flow•. Sine• 1964, annual export■ from the United States 
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have increaa•d by about 32 percent. Pinanoin9 to aupport the 
qrovt.h in export• ha• become available a• banka have ahaaged
t.be 001111p0aition of their portfolio• of foreign credit• in 
reapon•• to th• volunUry program and to a l•••er extent by
the uae ot fund• in foreign branohea and by t.b• expanaion 
of the Bxport-Illlport Bank'• direct lending. The Pederal 
Reaerve Board intenda, in the liqht of defllopraant• in the 
United Stat.a and abroad, to review it■ Voluntary Poreiqn
Credit Re ■traint prograa early in 1969 in order to detezmine 

ha• aerved facilitate greatly th• expanaion of the 

whether 
export• 

additional flaibility for 
■ight u■ efully be providad 

financilMJ united 
in the program•• 

State. 
guideline ■• 

7. The Interest Equalization Tax, which E,ire• 
July 31,_Ig~ Should be Extendea wlffi he 
Exl■ €in~ Au€ rl€y to V~ t.he Rate PromS-17?~er~nt pown §o Zero,bei>!ndlng on 

lrcwns ancea. 

The •1••and effiai•Der of the American capital
Mceaaitated th• Intereat Equalisation Tax in 1963. 

market 
Thia 

tax to 
Eunpean oapital market and to develop additional technique•
for 911ployin9 aavinga around th• world in productive inveat­
menta. 'l'hrouth pre .. rvinq an exempt.ion for leaHr developed
oountriea, th• accaaa they need for development.aaaiatance 1• 
aaaured. In 1967, congr••• granted th• Preaident aert.ain di•­
ore~ionary ••~rity in order that the purpo•• of th• 1991•­
lat.ion -- which i• to liait but no• prevent aooe•• to the 
oapital market from 4ewlope4 oounui•• -- i• beat ••rv•d• 

In 1969, thi• legi•lation will need~ be extended. In 
order that we have available a method for pba■ inq out thi• 
ux, th• exiat.ing au1:horit.y to vary th• rat• of the tax from 
aero to 1-1/2 percent per annum ahould be reuinecl. 

8. A Five-Year Pr2,r•m ia Needed to Narrow the 
Travel Deficit hrough Px-omotlon of Foreign
Travel In tfie Onlted Statea by Both Pubiic 
and Private Action. 

All ha• been pointed out repeatedly to the public and to 
the appropriau Com.itt••• of Conc,r•••• the trend of the con­
tribution of travel to and from the united State• to our 
balance of paymmit• defioit i• auch that th• united States 
cannot continue to i;nore the probl-. 
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It was for thi• reaaon that in your New Year'• Day
Meaaage you aou.ght to re4uce the travel defiait by aalling
for .ol\llltary aotion and appropriate le,lalat.ion. In lfl7 
thia defioit exceeded $2 billloA. If the nation 1• to 
pr..,..at th• touriat deficit from continuing to ri ■e and 
po•aibly axoeed $4 billion by 1975 (ae United Stat•• 41apoa­
abl• 1noame and the port.ion of it ■pent on foreign t.raftl 
inoreaH ■, and the new airplan•• with larfer oapaaitie• and 
f!;ater apeeda brin9 lower farea), the natJ.oa must be9in to 

le1Nnt !!!?!.a oomprehenaive lOIMJ-t•n prograa to inoreaN 
rapidly the amount of forei9ft travel to thi• coi.mt.ry. 

'1'ha Pr••i4ent'• Commiaaion, formed in 1967, ha■ proYlded
nUDleroua •UCJ9••tion• worthy of attention, not GJlly for im­
mediate mea■ure• already taken in 1968, but tort.he l0ft9U' 
term future. 

Altilough final fi9Urea are not yet available, we mu•t 
anticipate a continued large b°aTel deficit. in 1968. It 
llight well have been larger but for the fact that many of the 
r ... dial maaaurea recommended by your Commiaaionwere car­
ried out by Government and voluntarily by th• private ••ctor. 

The lon9er-tera meaaur•• recommended by your Comaiaaion 
to prc110te travel to the Unite4 State• will require ft9Ular 
and adequate financing. The simple fact i• that the United 
Sta~•• has• amaller annual b~t tor promotin9 touriaa 
than that of alllost any other inc!uatrial country. 

one way to finance an appropriaQ and effective trawl 
,promotion program would be to eliainat• the exemption of 
international fli9hta from the lo119 exiatin9 five percent 
tax on airline tloket■ and to dedicate a portion of the 
psoceed• to a apecial fund to be uaed and expeaded tor 
uavel proaotion during the fiaca.l yeara 1970-74. 'l'her• 
are, of oourae, other waya. Early Con9naeional action is 
hi9hly de ■ irable. 

We muat not allow an increaHd touriat deficit to 
jeopardise progre•• in other ar••• of th• balance of pay­
ment• nor to neoeaaitat.e the maintenance of teaporuy
reatrictive meaaur•• on capital flow•, nor to handicap the 
united state• in 4iaohar91af it• national ••ourity commit­
ment• outaid• th• united s~at••• 

I' 
I 

https://coi.mt.ry
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* * * 

'l'he cabin.t. COlllllit.t.. on Balance of Payment.a believe• 
that th••• r.liole• will oontinue the very real 9aina 
alna4y aoh 41ftd under th• Act.ion Prcgra11 you announced 
la•t NewYear'• Day, will aaint.ain the at.nnqth of the 
dollar, and will contribute to a •trOD9 fr .. world economy.
In the year ahead, the•• poliai•• will help to pre .. rve 
the•• gaina and their oontribut.ion to a et.ron9 fr•• world 
eaonomy. 

Faithfully your ■, 

Henry H. Fowler 

The Praaident 

Th White Hou•• 



1,tBOEC17 .PM 8 ·44 
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Tlnlraday, December 19, 1968, 6:00 P. M. 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Ambaaaador Buaker•• Weekly Report 

The conclualon of Amh&aaador Banker'• curreat ., .. ltly r.port la 
worth pallta1 out. He ••Y•• 

"I am coavlllced that the tlde la rwnnbl1 more atraa1ly with ua 
now than at a.ay time ID the paat. 

"l bell•~ that 1968 will 10 lllto hl8tory aa the year la which the 
atreaph a.ad loYe of freedom. of the South Vletaameae people waa 
moat aft'erely teated and not found waatlq. 

"For all of ua, it baa been a loa& year ol. 1reat aacrlflce. 

"I am coaYlaced that lf we coatlnue patleat a.ad ccmfldeat ln our own 
atrea,th, we wlll 1et next year the kind of peace we ha•• •oaaht 
tbroap ao m.aay grlm tralla. u 

Bromley Smith 

Attacbmeat 

DEC ASSIFIEDBKS:amc 
-\uthority j'R. r tie (~ n,-E,·< J ~~el.- ••::/J 

r 
8\·A,;1Uc~ NARA, Date /- 2- 7-? 3 
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MEMORANDU. 

THE WHITE HOUSE 

WASHINGTONSEGRE'f'/NODIS Thursday, December 19, 1968 

Mr. President: 

Herewith a capsule of Ambassador Bunker's 74th message: 

A. Paris Talks 

-- Vietnamese progress continues despite preoccupation with negotiation issues. 
- - Formation and dispatch of Paris delegation, pacification and military gains 

reflect GVN efforts to strengthen position for negotiations. 
-- GVN views initial procedural moves as having critical effect on Paris out­

come, and fears over-eager concessions. 
-- Hanoi record from bombing pause issue to present indicates willingness 

to accept less than first demand indicates. 
-- Clifford statements of December 15 add to Vietnamese suspicions that US 

lacks understanding of nuances involved. 
-- Over-eagerness for accommodations and quick results in Paris may make 

viable solution more difficult and distant. 

B. Expanding Government Authority 

Thieu and Huong continue Accelerated Pacification Effort (APE} inspection 
tours. 

Have visited all four Corps areas focussing on village elections, Chieu Hoi, 
Phoenix, administration and Self-Defense growth. 

- - APE results to date better than hoped; relatively secure population reaches 
73. 3% level. 

. - - Gains in security and population control due to slackening enemy opposition 
resulting from relentless pressure of our operftions. 

- - Enemy capability for new offensive dims though still a possibility. 
-- Thieu plans another accelerated APE effort after Tet and speedup in RF-PF 

increases. 
-- Chieu Hoi rate rising; helped by cash reward system. 
-- VC Infrastructure toll mounts with 11,066 mostly low-level cadres neutralize 

through October; 82, 000 remain. 
-- Civil defense effort gains as Thieu personally pushes program. 
-- GVN considering resettlement programs for major remaining refugee 

problems. 

C. Military 

-- Enemy plans new general offensive, "Liberation Committees" and terror 
to counter GVN gains. 

Enemy plans for major internal disorders in Saigon are aimed at Paris talks. 
Enemy losses remain above 2,000 per week. 

DECLASSIFIED _ SEC RK.l" /NO DIS 
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D. Political 

-- Pressure from Assembly and others for cabinet changes continues; early 
major reshuffling unlikely. 

-- Progress on national political organization continues slow; Thieu reluctant 
to upset natural pattern of development. 

E. Economic 

--General price stability has been achieved in past five months. 
-- End of rice subsidy achieved economic objectives, but resulting price rise 

prompted political attacks. 

F. Conclusion 

- - I 968 will go into history as year SVN people were mo st severely tested 
and not found wanting; if we continue patient and confident in our own strength, 
we will get next year the kind of peace we have sought. 

Bromley Smith 

~/NODIS 
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Thursday, December 19, 1968 

FOR THE PRESIDENT FROM BUNKER (Saigon 45163) 

Herewith my seventy-fourth message 

Vietnam: Continuing Progress and some Problems Ahead 

I reported in my 
with the problem 
continue to make 
has continued to 

The forming and 

last message on November 30th that, despite preoccupation 
of negotiations, the Government and people of South Vietnam 
steady, indeed accelerating, progress in many ways. This 

be true. 

dispatch of the delegation for Paris was a matter of great concern 
involving the necessity of obtaining assembly approval and requiring a Supreme 
Court decision. 
displaying respect 
time seeing to it 
gains were scored 
the enemy. Both 

Thieu handled this matter, I think, in an impressive fashion, 
for the institutions set up by the constitution, and at the same 

that they worked effectively. During this period, some impressive 
in pacification while relentless military pressure was kept on 

the gains and the pressures have continued. 

Vietnamese leadership is, of course, well aware that success in the pacification 
and military sphere will have a direct effect on the negotiations. By extending 
territorial control and driving enemy forces across the border into Laos and 
Cambodia, the South Vietnamese greatly strengthen their position at Paris. This 
is obviously a strong incentive, and Thieu is pushing his people to get on with the 
war effort and pacification faster and with better effect than at any time since I 
arrived. 

The current difficulties with Hanoi over procedural matters are part of the same 
problem we had to resolve when the Government of Vietnam held back right after 
the bombing halt. It took several weeks of arduous and patient negotiations to 
persuade them to go, and in the course of those negotiations, the Government of 
Vietnam made some points which in their view go to the very heart of the problem, 
especially that they must not be placed on the same footing as the National 
Liberation Front. We accepted these points, first in 
and later more formally in 
that the South Vietnamesel· 

.1 The Government of Vietnam 
1 They see the initial moves 

our statement of November 
delegation finally left here 

regards these matters as 

the statement of November 13 
26. It was on this basis 

December 7. 

of the utmost importance. 
as critical, believing the enemy will conclude from 

j them whether he can get us to make important concessions on matters of substance 
I and whether he can divide the US and the Government of Vietnam. As the North 
l Vietnam analysts within the Inter-Agency Planning Group in Washington correctly 
J 
I 
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observe, "Hanoi will probably be rather sticky on procedural matters. To the 
North Vietnamese--as to the South Vietnamese, procedure is substance, because 
procedure can determine substance." The South Vietnamese fear that we may 
be over eager to make concessions. The Clifford interview of December 15, in 
which the Secretary said that we need not work out common positions with our 
Vietnamese allies, that we could discuss military matters, including troop 
withdrawals, unilaterally with the North Vietnamese enemy, and hinted in fact 
that we had already done so, and deprecated the importance of the seating arrange­
ment, as tended to confirm those suspicions in the minds of the Vietnamese. 

I think we must face the fact that the Government of Vietnam simply does not agree 
that the present situation requires us to act with undue haste. They consider that 
time is on our side, the war is going well (thanks to our help as well as to their 
increased efforts), they are getting stronger and the enemy is getting weaker. I 
think they are right in their assessment of the effect of premature concessions on 
the climate here in South Vietnam. If our side caves in during the first preliminary 
round, there could be a serious decline in morale here. People will judge the 
chances of freedom in South Vietnam, and the firmness of our commitment to that 
freedom, by how we handle ourselves--the U.S. and the Governm1::nt of Vietnam 
together -- during the opening phase of the talks. 

The enemy said for years he would not negotiate while the bombing went on, then he 
did negotiate while the bombing went on. He said we had to meet in Phnom Penh or 
Warsaw, and then he agreed to meet in Paris. He said he would not accept 
conditions in return for the bombing halt; finally he did accept conditions. He 
insisted on a secret joint minute, and abandoned that in the face of our firm 
rejection. He now says that.he will not sit down unless the "four-sided" character 
of the negotiations is recognized. Since we are not going to recognize that, he will 
settle for less. With the Communists (indeed, in my experience, this is not 
confined to the Communists), fruitful negotiations are rarely advanced by being 
accommodating, especially at the beginning. In fact, I believe that by showing 
ourselves too eager for early results, we may make the achievement of a viable 
solution to the conflict more difficult and more time consuming in the end. 

Expanding Government authority; I accompanied Thieu and Huong to Ninh Thuan 
Province December 1 for another of his on-the-spot inspections of the accelerated 
pacification program. He has now visited all four Corps areas in an effort to 
improve the program and give it more impetus. While his main effort is on 
pacification, he looks into the total effort, urging more village and hamlet elections 
as security permits, improving and strengthening local administrations, and taking 
special note of the Chieu Hoi program. He also emphasizes the attack on the 
Viet Cong infrastructure (Phoenix) wherever he goes trying to make sure that local 
officials give it high priority. He especially made the point that Phoenix personnel 
must target the enemy's "liberation committees" and so disrupt enemy preparations 
for the coming political contest . 

. I The local authorities in Ninh Thuan told Thieu Saturday that between November 1 and 
December 1 the number of hamlets in which government committees stay around 
the clock has increased from 90 to 239 in that province, a good indication of 
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increasing security in the countryside. This is a trend taking place throughout 
the country. Thieu hammered aw~y at the importance of extending territorial control, 
bringing the government to the hamlets instead of pulling people into the province 
or district towns. He was not satisfied with the Chieu Hoi rate and told officials 
they were too slow in arming the local self-defense groups. Crowds turned out 
for him at many stops, and I thought he handled himself very well in moving among 
the people and talking with them. Judging by his performance Saturday, and on 
other occasions when I have observed him, I believe Thieu is in no danger of becoming 
insulted from the situation as Diem did. 

Results to date of the accelerated pacification program appear even better than we 
had hoped when the effort was launched. Relatively secure population reached a 
new high of 73. 3 percent at the end of November, while both contested and 
Viet Cong controlled population dropped to new lows--13. 3 percent and 13. 4 percent 
respectively. Importantly, most of the improvement was among the rural population, 
with a net gain of 586, 000 rural people in the relatively secure category. Overall, 
at the end of last month, there were 636, 800 additional people living in areas 
considered to be under reasonably good Government of Vietnam control. 

These gains in territorial security and population controi are due in part to the 
slackening of enemy opposition, but that lack is in turn due in considerable degree 
to the fact that we continue to push him relentlessly. While the enemy has recently 
expended a good deal of effort on propaganda and the organization of his liberation 
committees, this has had little impact. Should he be able to mount a new offensive-­
and I have considerable doubt that he will be able to get one off the ground - - the 
rate ~t which recent gains have taken place could be slowed. Even during the 
August-September offensive, however, we continued to make gains. 

It is now clear that our pacification goals, which were originally thought to be 
too ambitious, were quite realistic. They may in fact have been too low for some 
of them have already been exceeded. Thieu told me December 11 that as a result 
of the success we have had so far, he wants to launch another accelerated effort 
after Tet. He also hopes to speed up .the planned increase of Regional Forces and 
Popular Forces, compressing the proposed 1969 recruitment into three to six 
months. (Thieu cast this objective in the context of the possible withdrawal of 
50, 000 to 100, 000 American troops next year, and the need to extend territorial 

I 
security.) 

Chieu Hoi rates have been good and have been getting better. While the overall

1 1968 total will be considerably below that of 1967 (due to the setback following Tet), 
l the monthly rate picked up this fall and has run well ahead of the corresponding 

figures ever since September. During last month, the rate was double that of 
November 1967. 

A major element in the improved Chieu Hoi rate of the past several months is 
the "third party" awards system. Under this plan, cash awards are paid to any 
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citizen who induces a Viet Cong to rally. This has been extremely effective in 
Fourth Corps and is now being introduced in the three other Corps areas. Another 
new tactic which promises further increases is the 11 turn around" system which 
involved training Hoi Chanh to induce other Viet Cong to rally. 

During the period January 
the Viet Cong infrastructure 
October 20 an accelerated 

i 
: I Viet Cong infrastructure 

highest monthly total yet 
has already been exceeded 

l., 

.I 

,. 
, ,l 

·1 

1 to the end of October, 11, 066 identified members of 
were neutralized under the Phoenix program. On 

Phoenix effort was kicked off arrlin November, 2, 338 
were killed, captured, or rallied. This is by far the 
achieved. The 1968 goal of 12, 000 Viet Cong infrastructure 

by more than a thousand. 
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These rather dramatic figures do not mean, however, that the Viet Cong· infra­
structure is about to disintegrate. We estimate current infrastructure strength 
at about 82, 000. 0 f those we have neutralized, roughly 85 percent were at a low 
level in the VC organization and are relatively easy to replace. Nevertheless, the 
program, together with other elements of the offensive, is yielding dividends in 

- I many ways; for example, by making it more difficult for the enemy to recruit, to 
collect taxes, and to gather intelligence, Enemy documents single out the program 
intelligence and military action, which is a recognition that the Phoenix Program, 
targeted on their cadres, is one of the most dangerous threats to their control. 

I should also note that the civil defense effort is moving ahead with considerable 
momentum. As of mid-December, some 930,000 persons were enrolled in the 
program. Of these, 431,000 had been trained and 74,500 armed. While the effect­
iveness of these groups probably varies greatly, the civilian population has at 
least been drawn into the war effort to a far greater degree than ever before. 
Thieu has personally given this program strong support. I have seen him upbraid 
local officials who were reluctant to get arms into the hands of the people. He told 
them he wants the self-defense forces armed, even if it entails some risk. 

We are still keeping attention focussed on the refugee problem. The GVN is in­
creasingly thinking in terms of resettlement of these people. In November alone, 
nearly 55, 000 refugees were resettled, some into areas secured during the acceler­
ated pacification campaign. 

Intelligence indicates that the enemy is trying to respond to our recent gains by 
planning a new general offensive, the establishment of "Liberation Committees", 
and terror. General Abrams tells me that there was massive evidence of enemy 
plans for a general attack on the night of December 12-13. That the attacks did not 
materialize is very probably due to our spoiling actions. However, the enemy 
continues to move at least three divisions and-possibly as many as five into positions 
from which they could try to make a thrust at Saigon. Elements of the First Air 
Cavalry Division are being repositioned to add to the already powerful forces we 
have deployed to block a possible enemy advance, and I believe there is little 
chance that any large numbers could reach the Saigon area. 

More troublesome, perhaps, is the enemy plan for internal disorders in Saigon. 
Some reports speak of a plan to infiltrate 1, 000 trained sappers and armed propa­
gandists into the city. A December 12 rallier who was a major in enemy strategic 
intelligence, revealed that the enemy plans called for 600 "special action" troops 
to penetrate Saigon, of which 400 are supposed to be in the city already. While any 
activities by these groups would be of little military importance, one can imagine 
what the world press would make of them. It is the propaganda effect which is 
undoubtedly the enemy's objective with the view to strengthening his position in 
Paris. 

The GVN has reacted to the infiltration threat with increased police activity and a 
standing police alert, and captured agents and defectors have supplied names and 
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arms cache locations. On the periphery of the city, ward and subward chiefs are 
being replaced by military officers. These men have platoons under their command 
and in the more insecure areas. The purpose is to step up action against the VC 
infrastructure and maintain better control over the population in the more sensitive 
areas. 

Our counteractions include massive B-52 strikes against staging areas. According 
to some late intelligence, the enemy attack may not be triggered until the 20th or 
even the 23rd and possibly may be postponed until some time in January. If an 
attack should come around the 23rd of this month, I think we may have to re­
eKamine the question of the Christmas truce. 

While the enemy has been preparing for this ex.pect~d attack, our forces have kept 
the pressure on him. We have been pushing into his long untouched base areas and 
destroying his support facilities, Although our casualties have been down sharply, 
enemy losses were still over 2,000 per week for the last two weeks and as of 
December 14, the total for the year was 186,000 enemy casualties. If he attempts 
another offensive, his casualties will go even higher, If other normal losses, 
including non-combat losses, are taken into account, it is clear that these will roll 
well over 200, 000 for the year, and I believe this has been a major factor in his 
willingness to go to Paris. 

Poiitical Developments: On the political side, probably the most interesting 
development is the continued pressure for Cabinet changes. I noted in my last 
report the resignation of Information Minister Thien ( which has not yet been 
accepted) and the Senate vote of "dis satisfaction" in the performance of the Ministers 
of Foreign Affairs and Education, 

During the December 7 closed Assembly session, some legi slaters wanted a 
government reorganization as the price of Assembly approval for the dispatch of 
the GVN delegation to Paris. Cooler heads prevailed but the chairman of the Senate 
did send a letter to Thieu with the "suggestion 11 that the Cabinet be strengthened. 

The Lower House has also asked the Prime Minister and three members of his 
Cabinet to appear before it -about the recent G VN decision to end the rice subsidy. 
That decision resulted in an increase in the price of rice to the consumer, a fact 
not without some political significance; Thieu said to me that it had caused a 
' 1typhoon 11 at the Assembly. The sound economic reasons behind the move were not 
properly explained, and some political leaders are trying to exploit the issue. 
Unless the Prime Minister moves beforehand to forestall some of his critics, his 
interpellation on this issue may go considerably less smoothly than his appearance 
before the Senate, which I reported in my last message. Thieu told me, however, 
that the GVN intends to stick to its guns on the rice decision and indeed to intro­
duce other measures to raise revenue. 
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These developments, plus considerable press speculation, have created the rather 
general expectation that, at the least, several ministers will be replaced. Some 
press stories have gone much further, predicting the formation of super-ministries 
and the establishment of a Government of National Union. However, Huong as well 
as the President, do not like to act under pressure, and I therefore doubt a major 
Cabinet reshuffle in the immediate future. I am not sure, however, that Thieu and 
Huong find the pressure for Cabinet changes altogether unwelcome. Thieu has 
been less than pleased with Information Minister Thien for some time. Thien's 
heavy-handed treatment of the press has made no friends for the government, either 
here or abroad. His resignation is thus likely to be accepted, and I have strongly 
hii:ited to Thieu that he needs an effective information effort, not only in Paris, but 
also here, which is hardly possible with a lame duck Minister of Information whose 
authority has been badly eroded. 

Progress toward establishing a national political orga.nization continues slow. I 
talked at length with President Thieu about the Lien Minh on December 11. I said 
that while we saw both strengths and weaknesses in the organization, we felt that 
the basic concept was sound, that the Lien Minh can command people I s attention 
and can do things with the participation of the people. I added, however, that I did 
not think the project would gather momentum unless there is a greater expression 
of Presidential interest. I recognized that this must be done quietly and subtly in 
orq.er to avoid excessive identification of the Lien Minh with the present government. 

Thieu agreed, but stressed that it will require a little time for the organization to 
grow naturally. If it is pressed too rapidly, people will regard it as an artificial 
creation of the government. He said that people must see it as something that is 
important for their own future and for the future of their country and that is earning 
their confidence and support. I also emphasized the importance of getting some 
private financial support for such an organization. Thieu said this was another rea­
son for letting the organization grow naturally. If people saw that it was something 
solid, they would gladly contribute money to it. He agreed to look into this question 
of private financing. 

Price Stability - Reduction of Rice Subsidy: The economic situation in the month of 
November was quite satisfactory. The general price level remained about that of 
late July, and only in early December was there a slight upward trend; this latter, 
caused both by weather conditions and by the increase in the price of rice, was re­
versed in the past week. During the past five months, i.e., since the end of July, 
there has been really no significant movement in prices. 

The reasons for this stability are not at all clear. It does seem evident that the1 
supply atuation has improved rather considerably as concerns vegetables and sea

'.] foods. It is also possible that transportation costs have moved downward from the 
l 

strong upward trend that resulted from the Tet offensive. 

1 
I 
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After much urging from our side and many promises from their side, the <,VN 
increased the price of imported rice on November 26. The wholesale pric,! of 
US medium grain rice was raised, in Saigon, from 20 to 22 piasters per kik,, and 
in central Vietnam from 17 to 21. The retail price of US rice in Saigon is now 13 
percent higher than it was a month ago. In other words, because the wholc!Bale 
price rose by 25 percent, about half of the increase has been absorbed in t.'ctail 
margins. Retail prices of domestic rice are only 6 to 9 percent higher th:,u they 
were a month ago. Rice retail prices in Saigon are now 16 to 20 percent hi.gher 
than on January 1, 1968, whereas the index as a whole is up 28 percent fo1• the 
same period, 

In addition to its restraining effect on inflationary pressures, a second pul'pose of 
the elimination of the subsidy was to increase paddy prices to farmers. I\y 
December 1, there had been a significant increase in paddy prices in the clclta 
over those of July 1, ranging from about 50 percent in An Giang and Ba X,1ycn to 
10 percent in Chau Oc. Prices range from 15 piasters per kilo to 10. 5 pLt:Jters. 
The increase appears to be the consequence of the combination of the gove 1·nment 
purchase scheme and the increase in the price of imported rice. 

Conclusion. I do not discount the substantial problems remaining to be dc•alt with: 
development of increasingly effective government, particularly in the rur,tl areas; 
expanding security; political organization; continued improvement of the a •·med 
forces, especially the territorial forces; meeting the aspirations of the p(•1,ple for 
social justice, elimination of corruption, peace, and for economic and social 
development and improvement of their standard of living. Yet I think it is undeniable 
that.progress has been and is being made in all of these areas. What is e:ipccially 
encouraging is the fact that the rate of progress has accelerated in recent 1nonths. 
I am convinced that the tide is running more strongly with us now than at ,1ny time 
in the past. I believe that 1968 will go into history as the year in which th c strength 
and love of freedom of the South Vietnamese people was most severely teHl.cd and 
not found wanting. For all of us, it has been a long year of great sacrific,!, I am 
convinced that if we continue patient and confident in our own strength, W(', will get 
next year the kind of peace we have sa,ught through so many grim trails. 

I intend to sum up the major trends and developments of this eventful yea1• in my 
next message. 
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TIIU' ... y, Decemller 19, 1968 -- 5:4S p. m. 

Mr. Preakleat: 

Bob Muplly Ila• wrlttea aaldac dial 1 ceaYey to y .. Illa ... . 
appnclatl• ... llapplM•• ewer tlM pll ■ tosr.,._ •• w a--sra .... --
wlalcb y .. ■o klallly ••at lllm. 

w. w ..... tow 

rla 



ACTION 

Tlmrada7. December 19, 1968 
4:ts p. m. 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: New Year'• Greetba&• to Chief■ of State 
and Head• ol CioTenunent 

The State Department ia preparing_ draft meaaa1e■ from yoo to 
all Chief• of State and Heade of Govem1neat coa-.eyiac New 
Year'• greetla&•· 

The draft ■ will lDclnde a Uae or two of aubatance, aa wa ■ done 
last year. 

Ualeaa you decide otherwl••• the■e draft■ will be cGmlDI to you 
• apprcwal next week ao that they can be dlapatched December 30. 

Bromley Smlth 

Tell State to prepare draft ■ 

Prefer aot to ■ encl m.ea ■ a1•• 



~ 
JWIIIHKX- CON»:IDEN tltzl. 

FROM BROMLEY SMlnl O.cember 19, 1968 

TO THE PRESIDENT ( Deliver to Paul GleDD) 

SUBJECT: Benham Under1roand Teat 

Glellll Seabor1 report• that the Benham Wlder1romid teat waa fired at 11: 30 A. M. 
today and went •• planaed. 

There waa no ventf.at. -wre prellmlury lndlcatlon• are that the yield waa 
aa eetimated. _ ~ 1¢ /, / ~ 

Tb• •hot wa• felt in La• Ve1a• bv.t ao far there are no report• of dama1•• 

Further IAformatlon will be comlna ln shortly but Chairman Seabor1 feel• 
lt will merely confirm the initial j11d1ement that nothlll1 Wleapected took place. 

DECLASS!F:-
t O I 3 .. ' ~, C', ~ ~- 3 :J 

I i-J ./.~- ~Lf:ip -
By~ . I. L.\, C:....21,_:/±P..Y 
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ACTION 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Letter of coaaratalatloa• to USAID Ml ■ •loe ln Sal1oe 

Attached l• a me.moraadwn from Bill Gaud which de ■crlbe• the eucceaa 
we h••• had la llltrod1acbt.a the new "miracle rice" aeed ln Vietnam. 

The proaram baa, la all trath, been a ama ■hla1 ■ace•••• Preaident 
Thie• l• an asti•e and enthu■ laatlc ■apperter of the pro1ram, •• are the 
Vletname ■e farmer ■. The aanq■ to the U.S. tazpayar frem the firat 
year•• prodactloa promb•• to run about $20 mlllloa. The acreage pluated 
with "miracle rlce" ■ eed wlll be lacrea ■ed flYe-fold ln 1969, aad there la 
a ■ erloa• expectation that Vietnam wlll be aelf-aufflcleat ln rice l,y 19TI. 

Gaad l• awardlq to the Amerlcaaa lnvolYed wlth thia pro1ram the AID 
Merltorloaa Honor A • ard. In addltloa he re41 .. ata that yoa alp the at­
tachri letter to lllm aclmowled1m1 the aucce•• of the proaram and con-
1ratulat1D1 the US.AID Mla ■ lon ln Vletaam. 

I reco11111Mac:Iyo.a alp the letter. 

W.W. Roatow 

Atta 

MWright:wpt 
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Deal' Blllz 

l ka•• ..._. wla a 1r••• deal e, ••ll•f•ctloa tile proa­
n•• la the acc.teraled •le• pt'N41Ctla P"•I••• la 
vw.a-. Pi.a•• cNftf my c-p•tal•H•• te USAI.D 
DlnclN MacO.UW. aacl••ell iadlvldul la tlae Ml••l• 
wlloee de4lcatl• aad ••perior .-d•aaac• ha• made 
,-••"-le tile Mt9ta•las renlt• el lbb remarkable 
pn,n-. 

T .. H--•ltle 
WOilam • Gau 
Apacy f• latenatloul 0.ftlO)K'lleat 

aalalqt-. D.c. 1011S 

t../3.J;AID:MWrlpt:wpt 



DEPARTMENT OF STATE 

A3ENCY FOR INTERNATIONAL DEVELOPMENT 3ft 
WASHINGTON 

OFFICE OF oe:.c1 s msa 
THE ADMINISTRATOR 

MEMORANDUM FOR THE PRESIDENT 

SUB.TECT: Special C0mmendation for Individuals Making Significant 
Contribution to the Accelerated Rice Production Program 
in Vietnam 

As you know, during the past year the Vietnamese-with A.I.D. assist­
ance have mounted an outstandingly successful program to introduce 
the new "miracle" rice seeds, IR-8 and IR-5, developed in the 
Philippines. I believe that the group of Americans involved deserve 
special recognition and I am planning to give the group A. I. D. 's 

. Meritorious Honor Award. 

Experiments with IR-8 rice seed in the summer of 1967 in Vietnam had 
demonstrated_that Vietnamese farmers could more than double yields 
through the proper use of this new seed and that the new seed needs 
only two-thirds of the time required for most Vietnamese rice strains 
to mature, facilitating double cropping. In many ways, despite all 
the problems of the Tet offensive, this has been the most intensive 
program undertaken by any country to introduce the new rice seeds. 
Some 20, 000 farmers have already harvested more than 50, 000 acres 
of the new rice and an 8, 000 farmer sample indicates an average yield 
of about 2 tons per acre, 11/2 times normal yields. An additional • 
60~ 000 acres have been planted with the new seed. 

Thus, in one year's time, this program will have produced a net increase 
in rice production of over 100,000 tons, resulting in savings of approxi­
mately $20 million to the United States, and providing greatly in~reased 
material and psychological well-being to tens of thousands of Vietnamese 
farm families. 

The Vietn·amese Government, with our assistance, is planning a five-fold 
increase, to 500, 000_ acres, in the planting of the new rice in the spring 
of 1969. \Ve are reasonably confident that Vietnam will· be self-sufficient 
in rice by 1971 if there is no deterioration in the security situation. 
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This kind of progress would not have been possible in the face of the 
Communist offensives this past winter and spring without the all-out 
support of top Vietnamese officials as well as the Vietnamese and 
American staff directly involved. President Thieu personally planted 
plots of the new rice in April and returned to harvest the plants in 
August. When the Communists spread false rumors that the new rice 
would cause leprosy and cancer, President Thieu ate the new rice in 
public. 

Much of the credit for this highly successful progran1 is due· to the 
individual efforts and dedication of those who served in the U.S. A. I. D. 
Office receiving the special commendation. If you feel it's appropri­
ate, I'd very mu~h appreciate if you would sign a letter congratulating 
our Mission staff who worked on this program. I'm a.ttaching a 
proposed letter for your signature. 

Approve Letter 

Disapprove Letter 



ACTION 

Thar9day - Decemi.r 19, 19'8 

MEMOUNDUM FOR TH.lC PB.£SlD.ENT 

SUBJECT: Clarlatma• GrNtlq• from Prealdeat Lopes 
of. Hoact.n.• to Prealdeat 

Pr••ldeat Lopes 1• ■peacUaa Clu-1.tma• bolldaJ• la Mlaml aad ••• 
yoe a me•••• of Cbrl.tma ■ wl•be• (Tait B). A ••••••tedreplJ 
l• attached at Tai> A. 

41251 
~- • R.o ■ tow 

Attachmelll• 

Tab A - a.a1eatecl Pre•ld•atlal r••poaa• to ar..tlas• from 
Hollifharaa Pre ■ ideat Lepea 

Tab B - Pr• ■ldeat Lopes'• me••••of December 12, 1968. 

SWLewl•:mm 



Suggested Reply 

My most sincere thanks for the thoughtful message 

you sent me_ upon your arrival in.Miami. The bonds of 

understanding and friendship between our two countries, 

to which you refer, are also a source of great satisfaction 

to me; and I am confident that nothing will be allowed 

to impair this friendly relationship in the future. With 

best wishes for your good health and happiness during 

Christmas and the New Year, 

Sincerely, 

His Excellency 
Oswaldo Lopez Arellano 

Hotel Sheraton for Ambassadors 
Miami, Florida 



UNOFFICIAL TRANSLATION 

The President 
The White House 

Upon finding myself in the City of Miami where I 

have. come for medical reasons, my first wish has been 

to send you and your distinguished family a cordial 

greeting and my sincere wishes for your happiness at 

Christmas and in the New Yearo It is a source of great 

satisfaction for me to find myself in this friendly 

country, united to Honduras by so many bonds of 

u~derstandirig and genuine friendshipo With renewed 

assurances of sympathy.and personal support,· 

Oswaldo Lopez, President 
of the Republic of Honduras 



~ 
INFORMATION 

Weclaeaday, December 18, 1968 
5:JS p.m. 

MEMORANDUM FOR THE PRESIDENT 

SUBJ'ECT: Poeelble A1reemeat on lleleaae of Pueblo Crew 

The North Koreans haft a1nect to meet our repreaatatm at 9:00 p. m. 
Waahlqtca time toalaht. There ls a real poa.tblllty that a firm aaree­
meat will lte reached aad a time aet for the releaee of the crew, perbapa 
tomorrow alallt. We will DOt hear ln Waahlapoa probably before 
2:00 a. m. o.ir time. 

U •1.reemeat b reached toalgbt, the State Departmeat wlll announce that 
fact oaly a.ad the echeduled tlm• of the rele••• ol. the crew members. 

Ia the •...t of an a1reemeat, 1 ha•• aaked the Sltaatloa Room to eo laform 
yoa at the time the monalaa reports are ••at oat to you. By thu, 6:J0 a. m. • 
we may haft addltloaal lnformatloe about whether the decleloe broke clean 
or la atlll da.Jlllla1. 

We are la toach wt.th Geoqe Chrbtlan aad a atatem-t from you wUl be 
l'efl'llred •• aoon •• the crew l• act.ally f rNd. 

A taak force la now at work aad wlll coatlaue followla& thla mlaute bJ 
mlmlte with the objectlft ol. budllas aay North Koreaa effort to ml•lead 
the pa'bllc wlth reaped to the crew•• relea••• 

Bromley Smlth 

DECLASSIFIED 
E.O. 12 58. Sec. 3.5 

N C Memo, 1/30/95, Stat~ cpl. Guidelines 
By-1J--' NARA, ate cf-.!? fl-M 

SliGR.111' 
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Weclauday. December 18. 1961. 

MEMORANDUM FOR. 'DIE PRESIDENT 

SUBJECT: M•-'111•with Heada of Goveramellt aad Cblefa ol State-• 
NoYember 1963 to Due 

Tab A la a c:hnaolelJ of Pre■ldentlal meetiaa• wltla Head■ of 
Goverameat aad Cld.ef• ol State from November 1963 to date. 
NOTE: Th• aumber el m.eettaga r•f1ecu tile 11m:nberof time• tho 

Proa1cleat coaferrecl with a vlaltor • th1l■ OD a tw.-day Ylalt 
of. a Chief ef State. we have arbltrarlly aS8111De4a ••etlas 
wlta the Pruldeat each. clay. .. 

Tab B la a curreat UatiDaof tJ.e &me meetinc• broke& ckNna by 
locaU..---11MNs• Jaeld la the US aacl dloae held abroad. 

Tab C l• aaother llatiaa ef tile umo me.ua,a brokea down by 
couatry. 

Tab D la a llatla& of all meedaa• with Heada of Geveram.eat IIDCl 
Cblel• of State. private or offldaJ. ao far 4arlaa 19'1. 

Tlae Preaidelat bu met witb N Head.a of Gonrmnent and Chief• of 
State 011t of tlae US c.uatrlea tile Umted State• Gevermeat receptsea aa 
ef today. 

'!'be Pread-t ha• met a reprefll•tatlve from every CGlllltry thl• 
Gevernmeat ,ec...,.ea. 

Bromley Smith 

BKS:amc 

·, 

~ 
INFORM.A TION 

S:00 P. M. 

https://ec...,.ea


- .• ' 

I to J✓ •
1/-

MEETINGS BE'l , Ji;EN THE PRESIDENT AND HEADS OF GOVERNMENT AND 
CHIEFS OF STATE 

·1 

\ 

1968 Country Place 
i 

'i 
·l 

,-)... Jan. 7-8 Prime Minister Eshkol Israel Ranch ., 1 

3 
I s Jan. 22 Prime Minister Burnham Guyana Private - Wash., 
1 D. C. 

Feb. 8-9 Prime Minister Wilson UK Wash., D. C.'/-~ 

Mar. 14 Prime Minister Egal Somalia Wash., D. C.'" 
I 
► 7 Mar. 20 President Stroessner Paraguay Wash., D. C. 

• I 
I 

R Mar. 27 President Tubman Liberia Wash., D. C. 

'1 Apr. 10 Chancellor Klaus Austria Wash., D: C. 
.<•.. , -~ 

i ( () Apr. 17 President Park Korea Honolulu 

,. ..... 
(J_!_-;t'L,Apr25-26_ King Olav Norway Wash., D. C. 

: j /3 May·9 Prime Minister Ramgoolam Mauritius . Private - Wash.,
l 

D. C. 

I if-,,;- May 8-9 Prime Minister Thanem Thailand Wash., D. C. 

May 15-16 President Bourguiba Tunisia Wash., D. C./t.,-1? 

tK - 1 7 May 27-28 Prime Minister Gorton Australia Wash., D. C. 

.2 <) June 4 President Trejos Costa Rica Wash., D. C . 
... 

~I June 7 Prime Minis.ter Shearer Jamaica Private - Wash., 
D. C. 

~)...- June 8 Prime Minister Lynch Ireland Kennedy Funeral 

J.-J -'&. f June 11-12 Shah of Iran Iran Private - Wash.,•' 

D. C. 

).,,,~ July_S President Barrientos Bolivia RanchI r~. I ........... July 6-8 Pre.' ident Sanchez El Salvador El Salvador 

&:C,~ntral American Presidents 

• l ~(, 

·.1· 
. ' I 
---·. ·------·---- .. --···---- ----. -- .. . . • • - -.-.~- -·. ---- . -- - ,;-."T .. - -



,. 
--. 

( __,- • 1968 Country Place 

_,_7 

;..R 

).y 

July 6-8 

..., 

President 

President 

President 

Trejos 

Mendez 

Lopez 

Costa Rica 

Guatem.ala 

Honduras 

Costa Rica 

Guatemala 

Honduras 

., 
' ! 
j. 

~o 

3/-'\3' 

-sY 

July 

July 

1~-2_0 

26 

President Somoza 

President Thieu 

Prime Minister Burnham 

Nicaragua 

Vietnam 

Guyana 

Nica1:a_gua 

Honolulu 

Private - Wash., 
D. c·. 

. , 

( 

3 :s- Sept. 

~ t. Sept. 

11 

18 

Prime 

Prime 

Minister 

Minister 

Barrow 

Makhosini 

Barbados 

Swaziland 

Wash., D. C . 

(UN)- Wash., D. C 

•'. • ? ;1·' 

. ' 
;; 

t 
' 

1 

-.7 Oct. 

I 

3R-l'j _Oct.

C ··:· 
v_t)__ '-I1 _ Dec. 

Dec.
</_'l-

2 

9-10 

5-6 

10 

President Tombalbaye 
, 

Prime Minister Holyoake 

Prime Minister Hoveyda 

Prime Minister Lee Kuan 
Yew, 

Chad 

New Zealand 

Iran 

Singapore 

Wash., 

Wash., 

Wash., 

Private 
Wash., 

D. C. 

D. C. 

D. C. 

D. C. 

If!. :.-er'{ Dec. 11-12 Ruler of Kuwait Kuwait Wash., D. C. 

---.:: - .... ... 

.I 
·_ i 1 

-·1 - . . 
.t-'r€..: ~ :.:.::-.: ,: _·_ ~-:. ==··"- :-

i 
i c.I 

. I
I 

' 
' 
!' 
I 
t 

:----..--:, TtJ T ~~'-:-... : __•y Y ·---- -·- - -·-------- .. . . 

.... 



BETW .. •:N THE PRESIDENT AND HEADS OF 
AND CHIEFS OF STATE 

·• .. Country 

. 
President-elec_t Costa e Silva Brazil 

King Hass~n II • Morocco 

King Hassan II • Morocco 

Emperor Haile Selassie. Ethiopia 

Emperor Haile Selassie Ethiopia 
Prime Minister II Kvfon Chung Korea 
Chairman Thieu and Vietnam 
Prime Ministei:_ Ky 

Chairman Thieu and •. Vietnam 
Prime Minis.ter K~ 

Prime Minister .Maiwandwal . ~fghanistan 
. ·. ,_.. 

President S~nay 'l'u:rkey 

President ~unay 

President-elect Somoza Nicaragua 

.,· . 
President Ge stido Uruguay 
President Ongania Arge_ntina 
Pres.ident Costa e Silva Brazil 
President 
President 

Frei 
Lleras 

··• 
Chile .. 

···Colombia 
President Trejos Fernandez Costa Rica 

. President Bal~guer Dom. Rep.· 
• President Arosemena Ecua.dor 

President Mendez Guatemala 
President Lopez :· ·_Honduras 
President Diaz Ordaz Mexico 
President Guerrero Nic~ragua 
President Robles Panama 
President Stroessner . / Paraguay 

. President Belaunde :-·,_:Peru 
Prime Minister Williams Trinidad and 

: President Leoni •• :,.. . :: • .Venezuela 

. • .. .-. -. 

. , .. ·..... -.~.: .: . .. ·.· ...- •• 

:c,• ,.' 
' .... 

• .: • ,· 

MEETINGS GOVERNMENT 

Place 

Washington,. 

Washington, 

Washingtoz:i, 

Washingt_on, 

. Washington, 
Washington, 
Guam..--

Guam 

Washington, 

•Washington, 

Washington, 

Washi~gton, 

. Punta del 

~ ··.>/·\)/lMar¼t 2 0 

Summit Conference, 
Uruguay 

Tobago 

. ..-

1967 

Jan 

Feb 

Feb 

Feb 

Feb 
. Mar 

·:::~ =:; \_~_;:._. 

Mar 

Mar 

. C- Apr 

Apr 

Apr 

Apr 

26 

9-

10 

13 

14 
14 , 

21 

28 

3 

4 

6 

11-14 

. 
.... - ...·-. . • • - •• • . 
. ., . 
-··.-. •: . -·•.·:. ; . 

p. C. 

D. C. 

D. C. 

D. C. 

D. C. 
D. C. 

D. C . 

D. C. 

D. C. 

D. C. 

Este, 



I 

-.-.-- ·---• - - . - ___J .. 

•·:·. 

. . --.. 
.. _ 1967 .. ·-·.. 

·.- .:l -·. 
Apr. 14 Minister-President Pengcl Surinam Surinam. 

-· 

Apr. 19 Prime Minist~r Holyoake New Zealand Washington, D. C. 
' 

Apr . 20 Prime Minister J-Iolyoa.ke New Zealand Washingt~n, D. C. 
.-............ 

... 
Apr. 24 President Lu·ebke :.Germany Bonn (Adenauer 

Chancellor Kif s_inger Funeral), Germany 
I 

Apr. 25-26 President Luebke Germany Bonn/Germany 
. Chancellor Kiesinger Germany 

President deGaulle France 
Prime 

I 
Minister 

• 
Moro Italy 

Prime Minister Wilson UK 
Prime Ministe_r Kr_ag _Denmark 
Prime Minister Boeynants Belgium 
Chancellor Kl~us • Austria 

·.•. '· . - •Prime Minister Werner Luxembourg 
· .,___.-: Prime Minister Petrus de Jong Netherlands 

·Prime Minister Erlander Sweden 
Prime Minister Per Borten Norway , .. -· 

' .. -Prime Minister Demirel TurkeyC • ... -
Prime Minister Beriediktsson Iceland 

I· 
I .. • • •· 

May 9 Vice President Yen ·--China Washington, n; C. 

I• ,• ••. : 

May 25 Prime Minister Pearson Canada Canada 

. . . .• ·- •. -Jun. 1 Prime Minister Holt ·: ;_-.-Australia Washington, D. C . 
.· ~- ·.:· ~:~;-_· ·.:>>·:~·:·~:\ 

Jun.2 . Prime Minister Wilson ••·.UK · Washington, D. C. 
:·. . 

f:,"••.. • ·-
Jun. 8. President Banda Malawi Washington, D. C. 

.. ·._ 
Prime Minist~_r Holt •• ;;: ~--?· :,_· ·Australia--~.Jun.-17--19 Camp David 

-• .. :- .-
• -., .: :•: 

·.----_:··:'__:::Denmark •Jun. 22 : PrimE; Mini~ter K~ag Washington, D. C . 
. . . ·.•· <.. · -~ ..:_~~- :. ., 

. . Jun . 22 Prime Minister Moro • _·.: - _. • • Italy Washington, D.' C._ 
. . . . ~ . '; ..,.~: -~:: - ::.-• -

.. 
,_::.::-~,;_?>:·:·ussRJun. 23 Premier Kosyg_in Glassboro, N. J. 

~ 

J· 
. J\µi. 25 P--.:_mi-er Kosygin Glassboro, N. J. 

.. _. - .... ~ ·..... \ . 

https://J-Iolyoa.ke


.... _. 

.•. 

. ···-·· 

! 

<;-·:· 

. •1o:.-

.• •. 

Jun.· 26 Prime Minister .Maurer Romania 
i 

·Jun. 27 King Bhumibol Thailand 

Jun. 2,8 Jordan 

:-':_:Jul. 18 , .. President Asgeirsson •··: Iceland 

• Aug. 14 • President Kayibanda • Rwanda 

,_ Aug. 1_5 Chancello_r Kiesinger :· .. -·· Germany 

,· Aug. 16 • Chancellor Kiesingcr .. Germany 

.. 
'Aug. 17 President Houphouet-Boigny Ivory Coast 

'..'_, •• 

. . 
···Aug. 22-23 Shah of Iran (Pahlavi). Iran 

,. -· ..•.•·..... 
• . · - . Sep. 11 King (:;on~tanti~1e ·: ·· Greece· . . . . . -.... ·.... . 

•••••• . •• • .. ··--· ---··-----·--·•·• 
. . - •__ ~- ·-..• - - . ---· ··----•• : . ,:._~-~--- -~:::_.-::~·~:-~ ·----------

Sep. 18-1.9 President Saragat _. Italy 
_ ..... 

_Sep. 22 Prime Minister Jonathan • Lesotho 

Sep. 26 President Diori • 

Sep. 27 ··- Prime Minister Krag Denmark 

. Oct. 4 Prime Minister Olivier ·Malta 
:. •. • ·r: _.'. 

. • •. ii,:·-i::Y· ;:::·~=_:Ghana
Oct. 10 General Ankrah 

·_.Oct. 13 Prilne Minister Shearer • Jamaica 

Oct. 17 Prime ·Minister Lee _Singapore
- . . . . . . .. •. :-<t.- -;:--::~--. 

Oct. 20 Prime Minister Phouma Laos 

Washington, D. C. 

Washington, D. C. 

Washington, D. C. 

Washington, D. C. 

Washington, D. C. 

Washington, D. C. 

Washington, D. C . 

Washington, D. C. 

Washington, D. C. 

Washington, D. C. 

. 
-··· . 

•Washingtpn, D. c. 

Washington, D. C. 

Washington, D. C. 

Washington, D. C. 

Washington, . D . c . 

Washington, D . C. 

Washingto·n, D. C. 

Washington, D. c. 

. Washington, D. C. 

--- .. --,.. ---r·-

.... 

0 
:••.. · 

• r .• 

~--------~--

-·-·· 

.. .. .. 



1967 

Oct. 24 President Ahidjo Cameroon Wash., D. C. 

Oct. 26-28 President Diaz Ordaz Mexico Wash-Tex-Mex 

Nov. 1-2 . ~ing M~hendra . Nepal Wash., D. C. 

:i 

Nov. 

Nov. 

8 

9 

King Hussein 

Crown_ Prince Vong 

Jordan 

Laos 

Wash., 

Wash., 

D. C. 

D. C. 

Nov. 
Holt 
Dec. 

14-15 
Funer<'l 

20 

Pr_ime 

Prime 

Minister 

Mini~ter 

S~to 

McEwen_ 

Japan 

Australia 

Wash., 

Canberra 

D. C. 

Prime Minister Holyoake New Zealand Canberra 

Dec. 21 Prime Ministe_r Holyo_ake New Zealand Canberra 

-1 -~ Prime Minister McEwen Australia Canberra 

President Park Korea Canbtfrra 

Prime Mini"ster Thanom Thailand Canberra 

President Thieu , . 

• ' 
President Marcos 

' 
.. 

Prime Minister Lee Kuan 

Vietnam 

Philippines 

"few 
Singapore 

Canberra 

Canberra 

Canberra 

~r]!-1:1~. Ministe·r Tunkq Abdul Rahman 
Malaysia Canber_ra 

Dec. 22 Prime Minister Wils·on UK Melbourne 

Dec. 23 Pakistan Karachi 

Presid~nt Sar.agat 

_.:PrfxneMi~fster Moro 
- . --- --- -. --

Italy 

Italy 

Italy 

Italy 

-------

0 Total l0t 



MEETINGS 

•. Feb. 7 

Feb. 8 

·. Mar. 14 

·: •. · 
•· Mar. 17 .. ,. . .. 

. . :-.· ... 
'Mar. 25 

Mar. 28 

·<· :,· _.... •.. _ Mar. 29 
,: 
... :, ..... .. •' 

• "!. • .. ·.. • -- ... •• --

·- ---- : . Apr.27 

,--·-- -- -- ....... ____ 

()~·:.'. ~- --}-~ __.__• __ .·.c. -- --

. . . • • .: • Jun. 9 

_.Jun.·. 21 

•. Jun. 22 

Jun: 29 

Jul 13 
r 

.. :·:.· .: 
.-Jul. 14 

-: • .-:. ·- Jul. ZO .. .-~:..... . 
• -· ·.:. 

·Jul. Zl 

Jul. ZZ .. :·· 

Jul. ·z9 

Aug. z 

Aug. Zl 

BE1 ";~EN THE PRESIDENT AND HEADS OF GOVERNMENT 
AND CHIEFS OF STATE 

,., , Country Place 
. _.·.. ': 

Chairman Thieu and .Vietnam Hawaii 
Prhne Minister Ky 

Chairman Thieu and .· · • Vietnam Hawaii 
: Prime Minister Ky 

·.-·..... . 

President Diaz _Ordaz _..· -· Mexico Mexico. 
\", . 

Prime Min_ister Senanayake. •. Ceylon __ Washington, D. C. 

President Gursel ·._ Turkey Washington, D. C. 

PriIIle Minister Gandhi • India. Washington, D. C. 

Prime Minister Oandhi • India Washington, D. c..:- .... 

Prime Mi;11ister Krag . : _•.·.Denmark Washington, D. C . . : . ~ . 

. ,, . . •. • - • _._. .. . .. - . ·-··-·:·· -- -- ; 

-~-- .. _. _· --~ 

' 

:· ··: -~-:·.::~-~~~-:-~:_::~-_:.·~·--:-·;:-.~r~~:-~~~i_·i~-...:·_.. . . • •.:·.~-.: ·:·_.:::...... 
President Schick . . • _:··:, •__.. ·:•,.: Nicaragua Washington, J:?.C . 

.-~- _,. :~--'-, :~-- •:_:,:.-_~>: ~ 

King Faisal -·-·:: .-·,··.:<f Saudi Arabia Washington, D. C.~i-. ;,.·. • : ·-·..: : .. ; .• 
.... 

King Faisal _ · _.(:< /. -.'·:·_.·.. -·Saudi Arabia .. Washington, D. C. 
:~:/ •,·;•...• 

. .,_. 

Prime Minister Holt_ .. . , ·.,. ·Australia Washington, D. c. 
. '• . ·.• -'.: ---~ .: _;_· . 

.. 

Prime Minister Holt -·· Australia D. C.• .-~-:-. Washington, 
•• • ..._ ·:.:_.:·./·....-~.. . •.· 

Prlme Minister Holt \ .. ~--·<Australia Washing~on, ·n. C. 
·..... ·:.. · ... 

President-elect Barrientos .. Bolivia Washington, D. C . •.. 
I .~ ;. -

• Prime Minister Burnham • . • . : Guyana .-.· . Washington, D. C. 
•.. --~~~~:-.;:_. • •• ,·. 

Prime Minister Burnham • -. :·~-~-- .. Washington, D.Guyana C . 
. . ...•:.: ..·-·.: . ·. -: ~ . : •... .. . 

Prime Minister Wilson • . . . ... , ··uK . Washington, D. C .. 
• : ·. : 

President Shazar Israel Washington, D. C ... . :·· ... ·. 
' - ·:.. ~ 

Prime MinI.ster Pearson Canada· Canada . · ... .. 
! ·'· 

0 



•• 

.-.. . 

~---· 

··..... 
. .

• ·::: .:.· 
... 

1966 

Sep. 8 General Ne Win . . Bu.rma 
... . . . . . 

. .. . 
Sep. 9 General Ne Win. Burma 

.. 
Sep. 14 President Marcos Philippines 

Sep. 15 President Marcos Philippines 

.... 

.. ,: :: '-

Sep. 26 Chancellor Erhard Germany 
. . · 

Sep. 27 Chancellor Erhar·d Germany. ·.• . 

.• :•:.·. 
Sep . 28 President Senghor Senegal 

.. 
j •. . ~ . 

. . . . .~ 

·1 •• •• .•• Oc. r ri. )Cl-. • •... •. 

Washington, D. C. 

Washington, D. C. 

Washington, D. C. 

Washington, D. C. 

Washington, D. C . 

Washington, D. C. 

Washington, D. C. 

N. y; 

Wellington 

Wellingto~ 

Canberra 

Canberra-Melbourne 

Sydney - Canberra 

Brisbane 

Manila 

Manila 

. . ....... ------···· 

Manila 

Manila 

Manila 

. !' •. 

_; ,:•. .. . . . ' 

:,· . .· ' .•.·: -• .. 

i . 
; ..._.· .. 
; -~.. : . 

.. '. -:·- .... 
. -· . , .. 

'·.;•.·· .. 

-; ·:· 
.:..,.· . : . . 

j: ~ :-· ·•\"• •. : . .. . 
·-· •. 

\::::•:·::·:·_\( .·•_;--·:-:.Oct.' 23 

t 

_: Oct. 23 

.., .... 

. . '. 

-.._;,_· ____ __.._________:·_··:-. ·-_:_ 

~ • -· •• #. 

Oct. 13 

Oct .. 20 

•. Oct. 21 

Oct. 22 

Oct .• 23 

·Oct~ 23 

Oct. 23 

,····---:-·- .. - -··-·· 
... . •' . 

L-r-•-· ••• -·· -- -· 

..
•.:. ~ 

..__... .·..:. . 

. : •... 

Prime Minister Phouma Laos 

Prime Minister Holyoake New Zealand. . . 

Prime Minis.ter Holt _ Australia- - .......,, ... r 

Prime Minister Holt .Australia 

Prime Minister Holt •. Australia 
• , :•<·~ .,_:·.._...•.·... =~_·:.•· 

.•. 

Prime Minister Holt 

President 

President 

- .... ---· ··-.. 
. . . 

• -···· •-1· -• .. _ 
---- •• - • ---

• Prime Minister Than~m Thailand 

. . Chairman Thieu and 

• ·-::.::~i.;:,-:.··::\(=>:\/iAustralia:.... 

M~-;c·~~:. : • • ·r ·~,, . :-.:Philippines 
·.... .. 

Park 
•-,_.=·._·•\)}}\:i~i,~orea 

• • .. •.. :·-•.·: .. 

-···--- . --- . 
........ • .. 

-~·--=-. _··->·•·: . . --~---<.-: • .-:: -:'..:·-:,-_: 

......·- .-,..- ·:·•' . 
Prime Minister Ky·. :• 

·.·Oct. 24 

I 



.....:,.... 

·: .. _· .. 
. . . ... . .. . · 

. ~ •• "' k:"·nt Y Korea Manila 
p .• 'le'...· .t; , OS Philippines 
t:. ~i,~:1 Tl, .. Vietnam 
p. ., • !'(Inistcr Ho.lt Australia 
•~ ir .n 'Minlater Holyoake New Zealand 
P·.-i . r· '\(~~atcr Thanom Thailand 

': :?ark Korea Manila 
•. f-.. •.. arcos •. Philippines --

~-·., ·.-~ . ~~~hieu Vietnam • 
. , i,Dc· . .1 ·.:1:stcr Holt Australia 
Pi L;H~. lA • ,:ster Holyoake New Zealand 
?r h,. • r::e 1· Thanom Thailand 

, . 

Pre sic: • , .. harcos Philippines. Manila 

•·:-·.Vietnam .:Vietnam 

·{_::~:./~_:/'::::-:Philippines Manila 
,-. : 

..: . ; . Thailand Thailand 
..• ..:·. 

• ·_':_,:·\:~·.:_,_·Thailand 

Thailand 

Thailand 
..-- .. 

._..,.".- . . . 
Kin~ Bh• m~~)ol ;1nd Thailand. ~;">\-/r~ailand 

~·-------. ,•Queen s; --i1:it> 
Pri,· '· lnister -Thanom 

. :• :;:•.>.:··:~ 
. •. 

30 :-.'~ :'-.uler (Abidin) •· ... ·Malay·sia Malaysia. :·. '• 

.~.n::..:::~c::-Rahman . . . . . 
.. .:,. :: .-- ·_._· _ :.~.:-~:·:_~·_·::.t ...;.··:;~;f~.~-~~_-j--~-- .-~- . .-.F' ·.· ,._... 

. . .. · • 
__ 

. •.;• .. · .· .. : .. 

•.-: .:-·,.,.rk ... .:\~~::":~i~.J•• '. • ·ti<~.~~~-=~~] 
•• -~ <;;··•1.--~·.:TT:~;~~-- •, .. : .. :.: -~;f 

• -· ■ -- ---·- .-• .... • ••• ·-·--. 

·._..·: :::· 

Korea 

.. ';• 

: .·: <,.Korea Korea 
• I • • • • 

.. - ---·- .~-. .._ 

Mexico Mexico 

Total. 71 ._. ·.·.•· .• ·.•• •. -. :"-#: .. 
.. ~---

-. : ... • 
•· ... ■' ~ ••·.:.-: 

-. . ·. .. .:·· 
,, ...•. 

• • • •#' .:· •.. . . 
--· ~-:- .. --~---~:--•· .. --- .• ---·: .::._.-.-7 •, -· -~ ••. ~--.# 

• • • .,.. • • • ·~ _: • # •• • ... 

. . -.~~>"'... .. . . '••.-· ; - ··• .. ~ 



I ,· 

.• MEETINGS 

1965 
' . • . 

Jan 12 

Jan 15 

• ._..> .. J'an °16 

. Mar 29 

.,_, . Apr 3 . ... 
. ·.. ·.·; . 

.. :-· _...._ 

BETWEEN THE PRESIDENT AND HEADS OF GOVERNMENT 
AND CHIEFS OF STATE 

Country Place 

Prime Minister Sato Japan 

Prime Minister Pearson . Canada LBJ Ranch. 

Prime Minister Pearson Canada LBJ Ranch 
. ,

:·.· . 
President Yameogo Upper Volta 

Prime Minister Pearson Canada Camp David 

·---~~~----····-. •. ---~·-,::.-.-, .. -~:.. ·1·-- ·--. ··-- -

.... ·- ·-- -· .. --· • • :,.:.,.. -:-··- ·--_.-·__ - .. - - - --_________ ..:..:_.~... •... __;,; . 

. • ..-·.... Apr 15 
. .. .,: -.-_. 

_,t_ .• • Apr 20 

Ap_r 2~ 

.J ' .' May l? 

June 4 

June 7 

-:.. ,. June 9 
--: •.· .. :. 

June 28 

• Dec 15 

Prime Minister Menzies • • :· ··Australia 

:. - .-- ~- ••. 
.. :. .•·-·· 

1,vl)SN, J 'i:) .C-

New York 

..... 

Prime Minister Wilson United Kingdom Wash. D. C. 

. .. . 

Prime Minister Moro . Italy Wash. D. C. 
·, .. 

. . . : 

Prime Minister Moro Italy Wash D. C. 

.·:_·. : ' -:-·Korea President Park . . . . . . 

Chancellor Erhard ··'-.. ·: : Germany . Wash.· D. C. 
• ....""... 

....... 
Prime Minister Menzies Australia 

.. ._.:.. .· 

Prime Minister Menzies Australia 
'• ~-•. ·::.•. 

~ It-' t4 • , i':>' (...Prime Minister Holyoake· .. • New Zealand 
: :·:;_•.·---·. 

.,..,.. ·. · • 

- .,.. 



•• -· 

1965. 

Dec 16 

Dec 17 

Dec 20 

Dec. 21 

.. : 

Prime ;-iinister Wilson 

Prime Minister Wilson 

Chancellor Erhard 

Chancellor Erhard 

...... .•.. ·. 

'.United· Kingdom Wash. D. C. 

United Kingdom Wash. D. C. 

_: Germany Wash. D. C. 

·_Germany . ··:·Wash . D. C . 

I•,•• 

'.-..: . ... •. 

• :, .•-· ·: : . 
.. . ·,. 

I . ,.. 

:-·. . 

'·• :. .~·:···... . -. 

·.-•..::,. 
- • .. ._ . 

,-. 

.·.. ,:· 
-~:... -.-··.,.-

.:.·. . :· 

.. , ..... ....... -Total: 21 ....,._ ••. ·~:-:·_;•.-:~~.: 
·-·.:.· 

-··. ·_ .:!:."" •• . •• ... -·. -. _... . 
.- .. ;• .:......,__;,;:.._;__..:,_..;..._, __ ._.. 

. , .. . • 

•.. ·---·- - .. 
•. 



,, 

MEETINGS BE1 •• ,N THE PRESIDENT AND HEADS OF GOVERNMENT 
AND CHIEFS OF STA TE 

!, 

1964 .-. • Country Place 

Jan. 4 President Segni Italy Wash. D. C. 

Jan. 15 President Segni Wash. D. C. 

Jan. 22 Prime Minister Pearson • Canada wI/$ ,-J. I Q . C 
" 

' L,/A-S'i-1. ) I) , (_Jan. 27 Queen Frederika 'Greece 

.... , W AS ;.J . 
1 
~ • C. 

·- Feb. 5 Prime Minister Pearson • Canada 
; ' 

·-' 

:, . - .•••. ~ 

··.· .. Feb. 12 Prime Minister Home . :-·:,_-. United Kingdom Wash. D. C . 
.· ,._ 

..... 
. . Feb. 13 Prime Minister Home United Kingdom Wash. D. C. .. 

.- .. . ' ·• 

. ~; -..- ' ·. , •.•...·.--:. : •, . Feb. 21 President Mateos Cali,fornia 
. ! ; ... . . . . .. 
-~ . ·.• _· ----·.... ····- - -- - .......... -- - ·-
·.! c~: .. --, 

-~ • •• -. - .--.-4. • -- - -- • - •••••• 

. Apr. 9 Prime Minister Choi . .-. ·_ Korea 
: .. 

~-:King Hussein • ./ ~-~~j>_·:/;:Jordan 
.. , ... :. 

! •, .... - -· --- - : ._ \~:: : .. ..:.~- -· - -- --- -- . ----·- . •. - • ---·_. ·--~:_:i· __...• ' ·-. ' 
... ·--·. - --· . - - . . 

-- ·- - ---· ·:-·· ----· ..'.-·--:. , . .·.:~.-~-;.-~:,.-::)_ ~ ,· .. 
-- .• ·1e ..-_. 

• ! ·~•. :::-{... . : .... .. .. I 
•·'AS N 'b, ;c'May· 19 King Mwambutsa IV • -:.-/•.:·:·> Burundi "'." I} 

·. -': :-:·.. ·::· . ·- • : .... '• 

•/ _· _·:_<<, ·:-.·_·,/~~ay 27 •. · .President de Valera '>:}))Ireland· ..••• 
!. .• .. • ·.: ... , . ·- • 

-~:.• . • . 
Prime Minister Pearson ·., Canada _New York 

- - . . . . : . . .. .. ~ .. . 
·.-·.::·,:·...... 

·_ .Prime Minister· Eshkol ·: ·: _ Israel 
,: • : •:, ... . ,·. 

Prime Minister Eshkol •... ·Israel 
~ . . . ~·:.. ,,.•. . 

· · ·_·::••__,;-:. ·;· .. :_.Iran _•. Shah Pahlavi ...... 
••~ I • 

. : .' . , .. 
·_·_·_ -· --~: .. -• · June 9 Prime Minister ~rag_ -·Denmark 
. ~ . -. : : . . . 

:.o. --_.__. ·.-·-··· .... · .. - ·-·-

• :.4: 

•• _. ·.· 
. . ... . . . 

.. :_ 

..... June Z 

• I • • . 

:·_··7;-:7;::-~::rr~>~•_'.'_.,'?', -.. : ·r;c··-::_--·-:--·--:-:-··-
. - ...--._; ...... •• ..... : •• • • •· •••• # _..; ... : • •·· • • • 

0 • ... • • • o' M .. •' ( • • 0 ; •:• 0 

?--- -- •• - .. ---.':"'· •-·-- ·.----·--· ... _.. - -



1964 { cont'd} ..•. ·:·· .. ·,. 

. June 12 Chane ' r Erhard - Germany Wash. D. C. 

·, . • June 22 Prime Minister Inonu Turkey· 

, i'- . ;· •.•.
w.AS;J., '-> ......June 23 - Prime Minister Inonu Turkey 

June 24 Pr~me Minister Papandreou Greece 
. ·. 

June 24 Prime Minister Menzies Australia 

June 25 Prime Minister Papandreou Greece 

·.June 30 President Orlich :.-·__,; __Costa Rica 

July 1 President Orlich Costa Rica 

July 20 Prime Minister_ Holyoakc New Zealand. . WA-.~ 1-.1, J b .L • 

w tt 5 I..S . ,,, b , C..July 22 Prime Minister Tanku Rahman Malaysia 

July'23 Prime Minister Tanku Rahman Malaysia •. 

·---·---•·-•···--._· .... --- - . ' 
- -:_ -~::_,:;.:·.::.::~£..~ :_ :..::,: _ --...... .,_ -~..:;:;~~ ___ ... _. ~?-•::.... .. -· . --. 

• ••' ..\. -: .:·· ....·. 

July 27 President Tsiranana ·-_-.lV;{alagasy · : W i4~ ,.J· . , i) • C. 
. ·:.:' . 

w ll s.·;.J : , D . c_ . July 28 President Tsiranana • :· Malagasy 
.• -- - .. ·----~. --· --- ..-- - - ··-

- -- - - • -- -· - ··-- - -· --··--: - -- ----·<;~:-::·•::>::·:-:::··. 

··:·.Sept. 16 Prime Minister Pearson •. Canada Montana and Canada 

_..... : :> - --'-;:\::-·_ -.. -. 

Oct. 11 President Macap~ga1·· • • •••• '.:·'·· ... ·Philippines__ California 
. ·:-· : .. ;:. ~ ·-·~---~ _ _.,._ •' • ' ·.< .. 

··.·Dec. 2 President Kaunda ~-..• Zambia Wash: D. C. 
·. 
. ' 

' 

. . ... --·• 
. .. ·.: 

" 
. -. . 

. 
-... -~--·- - ···- ----.·. --- ...... ,_._ ,;._ ·-·.----.;:~---: ~-.. ·:- . 

. - .. ·- '• . 

Sept. 25 President Mateos Texas 

Oct. 5 



.. 
•. •·: 

1964 (cont'd) 

Dec. 4 Prime l-.finister Banda Malawi 

Dec. 7 Prime Minister Wilson United Kingdom Wash. D. C. 

8 Prime Minister Wilson United Kingdom Wash . D. C. 

.•:. ··.· .. 

·•.·.• 

. ·:.··· 

. ..:--~:-
. '•. 

., 

._.:. ~ 

•, ...-~....... : • -~ _...:-. ;. •. 

..... ,.,.:. 

.. ·... 

·,·· 

·•:· ...· ··• .. .-.. -· ·<;:.•... 

..... 

. .. :~ •... 
_: :.-: • !·' •.• •..Total: 

. .. :- ...-

·..·..__... 
-: .......-:•-... . 

. ,•. 

·.:: 



. . .. 

MEETINGS BE'J . , ·;,~ THE PRESIDENT AND HEADS OF GOVERNMENT 
AND CHIEFS OF STATE 

• .. . •. ~: ..•. :·... 
·... 

1963 Country Place 

Nov. 25 President Shazar .Israel Wash. D. C. 
•• Chancellor· Gorbach ,, Austria 

:----·:KirigBaudouin I • . . . ---_::_: •• ::;Belgium·--· 
• ·.-.--Prime. Minister Bustama:nte -· •.• ::. --Jamaica:~ ~ • 

Nov. 25 Prime Minister Pearson • Canada • .· Wash. D. C. 

Nov. 25 Queen Frederika ··Greece· Wash . D. C. 
,\ •.. · .. . .,. . .Nov. 25 President de Gaulle France Wash. D. C. 

•. ·. . _; . . .. 
·/\ 

; . Nov. 25 Acting President Park Korea· Wash. D.C.. *Mayor Brandt <·:.·:G.ermany
: ·>. . • . . 
l .., Nov. 25 Prime Minister Ikeda .. •• Japan Wash. D. C. 

' : •; Prilne Minister Erlander.. Sweden . 
:.c · ___ ·-;·-* Pri~ce Jean · · · ~-, . ..,.~:_;::-::~•::·'·,:,:·Luxem'bourg·--· ·.-:-.:._,-. -· • •. 
-.· · ~--~-- •· : __ · . .:.. .. *·Deputy Prime Minister Mik~yan ·USSR ------····- • -· 

* Prince Philip • ,-:··· UK 
. ·. :. Nov. 26 President Macapagal ; . .-·Philippines Wash. D. C. 

·•. .. Nov .. 26 • Emperor Haile Selassie I •••• :·: Ethiopia Wash. D. G. 

Nov. 26 Prime Minister Inonu Wash. D. C. 

Nov. 26 Prime Minister D~ugla~:--Ho~e. United Kingdom Wash. D. C. 

·-
Nov.-·26 President Luebke Wash. D. C . 

• • --
• Nov. 26 Chancellor Erhard D. C. 

.• 

Nov. 26 President de Valera. •.. Wash. D. C. 

Nov. 26 Prime Minister Krag -Wash. D. C. 
• . ••:.•·:·.· .•. .' • 

Nov. 27 Prime Minister·Kantol . .. ·_. ... ··:_): Cambodia : . Wash. D. C. 
~-:.·" ~ .../:.; __: :..-:-;. .•.. : .. ··.•· •.. 

·Nov. 27 Prime Minister Krag. : "; :.··>-.·Denmark Wash.' D. C. 
\ . .. . . ' . ·.. • ....• -:--· I . •. ' .: •• ~' . .=····,. • i • -.· 

Nov. 28 • Chancellor Erhar,d :'=' -· .·./.< LBJ Ranch~ermany_ 

Nov . 29 
...~. 

. . 
I••-'"'-

-·•·. --~---···.- . ·.••.. 
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PRESIDENTIAL MEETINGS WITH CHIEFS OF STATE AND HEADS OF GOVERNMENT (-11/63-12/17/68) 

I, I 
I 

Meetings in the Meetings ' 
Continental US Abroad Total :, 

'1963 22 0 22 t 
I 

·· ... 
0

' 
; ,,

• 1964. 38 1 39 j
' .• 

1965 21 0 21 . : '. 

1966 30 41 71 . 

1967 5,j 54 10'-7 

1968 39 5 44 
,. 

20j 101 30~ ' 
'' 

'• .. 

r 

. I 
I •. 

'· 

,•, 

. I 

i 
' • 
' 

. ' 

:···~... ~-: ' . •·•·. ... ···-·· - - •·-··-·············· ........_____... -·· .... --·;··-·--· --:-·-••·-----.--,--,..- ·---. ~-··- •·•- .................. _ ,t·; ... . .. •, , .. , ,... 

I 



----
PRESIDENTIAL MEETINGS WITH CHIEFS OF STATE AND HEADS OF GOVERNMENT (11/63-12/68) BY COUNTRY 

• •· I I • 

Total 

18 

. I 

1964 12 

1965 2 

196.6 11 

1967 32 

1968 9 

84 

i 
;4 , ·, 

(The USG recognizes 118 countries). 

. • • --.- ~-~---------------,.----~--

40 bCountry 

Israel, Austria, Belgium, Jamaica, Greece, Canada, France, Korea, 
Japan, Sweden, Philippines, Ethiopia, Turkey, UK, Germany,·· 
Ireland, Denmark, Cambodia 

Italy, Mexico, Jordan, Burundi, Iran, Australia, Costa Rica, New 
Zealand, Malaysia, Malagasy, Zambia, Malawi 

Upper Volta, Pakistan 

Vietnam, Ceylon, India, Nicaragua, SaudiA:m.bia, Bolivia, Guyana, Burma 
Senegal, Laos, Thailand 

Brazil, Morocco, Afghanistan, Uruguay, Chile, Colombia, Dominican 
Republic, Ecuador, Guatemala, Honduras, Panama, Paraguay, Peru, 
Trinidad/Tobago, Venezuela, Surinam, Luxembourg, Netherlands, 
Norway, Iceland, China, USSR, Romania, Rwanda, Ivory Coast, 
Lesotho, Niger, Malta, Ghana, Cameroon, Nepal, Argentina 

Somalia, Liberia, Mauritius, Tunisia, El Salvador, Barbados, 
Swaziland, Chad,. Kuwait 

• I

" 

. . ., 

•.. ·· '• ...... 

,: L... 
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MEMORANDUfo. 
I~ 

THE WHITE HOUSE 
• IWASlll?IOTON ' 

December 1 7, 1968 

MEMO FOR GEORGE CHRISTIAN 

SUBJECT: Presidential Meetings with Heads o! Government and 
Chiefs o! State 

• • j 

1968 - - Total: 44 meetings 

Private Meetings: Total: 9 

1/22 PM .Burnham, Guyana 
5/9 PM Ramgoolam, Mauritius 
6/7 PM Shearer, Jamaica 
6/8 PM Lynch, Ireland (Kennedy Funeral) 
6/11-12 Shah o! Iran 

' 
... 

.• 7/26 PM Burpham, Guyana 
9/18 PM Makhosini, Swaziland 
12/10 PM Lee Kua.n. Yew, Singapore 

Official Meetings: Total: 23 -- at the White House 

2/8- 9 PM Wilson, UK 
3/14 PM Egal, Somalia 

.­ 3/20 Pres. Stroessner, Paraguay 
: , 3/27 Pres. Tubman, Lioeria 

4/10 Chancellor· Klaus, Austria 
4/25-26 King Olav, Norway 

• 5/8-9 PM Thanom, Thailand 
5/i5-i.6 Pres. Bourguiba, Tunisia 
5/27-28 PM Gorton, Australia 
6/4 • . Pres. Trejos, Costa Rica 
9/11 PM Barr~w, Barbados 
10/2 Pres. Tombalbaye, Chad 
10/9-10 PM Holyoake, New Zealand 
12/5-6 P?vt ·Hoveyda, Iran 
12/11-12 Ruler -of Kuwait 
Official Meetin~_!: Total: 12 -- other than the White House 

.J 

1/7-8 PM Eshkol, Israel (ranch) 
4/17 Pres. Park, Korea (Honolulu) 
7/5 Pres. Barrientos, Bolivia. (ra.nch) 
7/6-8 Pres. Sanchez, El Salvador & Central American Presidents 

Pres. Trejos, • CR 
P:r~ •. Mendez, Ouatemala 

! . ~-:. .A. • ~.c pez, Honduras 

"i 

! ...-, •. 

':". . ~---....... . .... .. -'·-=--= 

0 



·-·j --

.. 
f 

• I 

Pres. 
7 /18-Z0 

Somoza, Nicaragua 
P1·cs._ Thieu, Vietnam (Honolulu) 

1° 
I 

Attached is the list of Presidential meetings for 1968. 

Lou Schwartz 

•' 
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ACTION ---

UNCLASSIFIED 

MEMORANDUM FOR. THE PRESIDENT Wedne•day, December 18, 1968 

SUBJECT: Farewell Meaaage to Amir of Kuwait 

The Amir i• pleatted with hia viait here and eapecially flattered 
by your attentions. He saw Mr. Ni.son in New York yeaterday morning 
and is 1rateful for that opportunity too. 

He returns to Washington informally today for a medical checkup. 
He will boat a lunch at hi• E:a,ha.•ay Saturday for Kuwaiti •tu.dent• to 
celebrate the hip point of the Mualim holiday•. A• uaual. we would like 
to have a farewell me■ aage from you ready to be delivered •• he leaves. 
We recommend the following: 

''A• Your Hlghn••• departs from our ahore ■, you take 
with you my warm per ■ onal wt. ■ he• for a safe return to 
Kuwait and for continued 1ood health and happtn•••· 1 am 
sure you Jmow from your vlait with us that you alao take 
warm greetlna• to your people from the American people. 
I greatly ea.joyed our talks and am confident that they have 
brought even cloaer the friendly relation• which already 
exi ■ t between our two countriea. May God go with you." 

Harold H. Saunder• 

Approve 

Disapprove ___ _ 

l>all me 

UNCLASSIFIED 



MEMORANDUM 

THE WHITE HOUSE 

WASHlNOTON 

INFORMATION 

. Wednesday, December 18, 1968 

MEMORANDUM FOR THE PRESIDENT 

Herewith a break down of Presidential meetings with Heads 
of Government and Chiefs of State from November, 1963 to 
present: 

1963 22 

1964 39 

• 1965 21 

1966 71 

1967 107 

~ 1968 44 

Total Presidential Meetings: 304 

A more complete summary is attached at Tab B. 

Bromley Smith 

I 
.1 



DECLASSIFIED 
E.O. 12958, Sec.3.6 

NLJ o;a -I f1 
ACTIONBy~ NARA.Date~-D~ 

Wedne•day. December 11, 1968 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: lAUer to Korean Preeldent Park 

There follow• the •ugge•ted text of a message from you to Preeident Park 
replying to hl• mee•age of November 30 introducing hh Foreign Mlniater: 

"Dear Mr. Prealdent: I much appreciate your glvlng us the oppor­

hml.ty to meet ln Waahlngton with your Foreign Mlnbter. Kyu Hah 

Chol. Although my echedale made lt lmpo••lble for me to meet 

with hlm. I have been f11lly informed of the dbcueelon• between 

Mlnlater Chol and Secretary of State R.uek, Deputy Secretary of 

Defen•e Nitze, AID Admlnletrator Ga11d, and A ••letant Secretary 

of State Bundy. Theae wide-ranging talk• were Tery \Heful to us, 

and we are giving ur1ezt conelderatlon to your Forelga Mlnhter• • 

euggeetlODe. 

''1 would like to take this opportunity, alao, to express my profound 

concern over the prOToc-atlve landln&• by North Korean agent• on 

yoar Eaet coaat and their •ub•equnt ehocJdng atrocltlea. The 

re•ponee of your military pollc9, and homeland reserve fore•~ 

ha• been valiant indeed, and has been matched by the heartening 

dleplay of firmness and braYery by the Korean people. The re•tralnt, 

coolne••• and courage with which you and yoar coantry1119n have 

reacted to the North Korean actions haYe been admirable. Warm 



2. 

peraonal regaa-cte. SlncerelJ. Lyadoa B. J'ohnaon." 

State feei. that a reaponae al-, the above line• mlght be helpflll ln dea Baa 
wlth Park on the Pueblo crew rel••••• If you approve we would 1lve 
AmlNuaador Porter (who la fiylo1 back to Korea today) dleeretloa on the 
tl.mlq of the delivery to Preeldent Park. 

I recommend Joa apprcwe the me•••••• 

W. W. Roatow 

ApproTe -
Dl•apprcn-e __ _ 

Call me---

ST ATE:MWrlght:wpt 
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