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December 31, 1966

MEMORANDUM FOR THE PRESIDENT

Subject: Execution of PL-480 Agreement with Yugoslavia

I understand you have doubts about the PL-480 sale

of edible oils to Yugoslavia recommended by Undersecretary

Katzenbach and Secretary Freeman in their memorandum of

December 20.

Since returning from my trip, I have reviewed the

matter in detail. I agree with them in proposing that you

approve this sale.

The edible oils sale would carry out our obligation
under an agreement with Yugoslavia signed on April 11,

1966, some weeks before the Findley Amendment was introduced.

A purchase authorization was actually issued on June 9,

1966, for 10,000 tons of the 35,000 tons covered by the

agreement, but by mutual consent it was not used then because

of our concern at that time about the possible effect of new

sales on United States domestic prices.

There are two problems in this transaction - first,

that discussed in our memorandum of November 30, 1966,

whether the sale is forbidden by the Findley Amendment to

the 1967 Agriculture Appropriation Act, by reason of small

shipments of medical supplies from the' Yugoslav Red Cross

to North Vietnam; and second, whether the Belcher Amendment

to the 1966 Food for Peace Act applies to an agreement made

last April.



I have nothing to add to the controversy over the

first point. We continue to rely on the Department of

Justice Memorandum that the Appropriations Act does not

reach the Red Cross shipments.

The Belcher Amendment raises both a legal question

and a question of good faith in our dealings with Congress

On the legal side, the decisive fact is that the

Belcher Amendment goes into effect on January 1, 1967.

All our Congressional soundings - including those with

Congressman Findley - confirm that whatever else the

legislation may mean, it was intended to give us a short

period of time in which to wind up pending transactions.

The edible oils agreement was in every respect complete^

before either House considered or acted on the Amendment.

In our consultations on the Hill, we probed the

problem of good faith as more important than the legal
issue. Everyone with whom we checked, including Congress-

man Findley, agreed there was no question of cutting

corners in completing executed contracts"

In our earlier memorandum of December 20, we urged
that action to complete the oils sale be taken before

January 1, 1967, on the basis of a legal judgment that

the Belcher Amendment would complicate or prohibit action

after that date.

Upon further examination of this legal question

with the Justice Department, we now conclude that the

Belcher Amendment does not prohibit the carrying out after

January 1, 1967, of existing agreements such as the oil

agreement. A legal memorandum to this effect is attached.



You are therefore free to act either before or after

January 1, 1967, to complete this oils sale. If you decide

to approve this sale, we recommend you act after January 1

in order to avoid even the appearance of last minute action

to beat a December 31 deadline. During the interim, we

propose to make clear our position with key Congressional

'leaders.

Our earlier consultations with thirteen members of

the House and five members of the Senate found only

Representative Findley opposed to the PL-480 sales of both

wheat and edible oil. Since then we have had reports from

our Embassy in Belgrade about the views of recent Congress-

ional visitors to Yugoslavia. All were impressed with

Yugoslav economic reforms and with the political atmosphere

in Yugoslavia. A number expressed concern over the effects

of the Findley Amendment on United States interests and

policies in Yugoslavia. These include Republican Repre-

sentatives Harvey, Mize, Adair and Whalley, as well as

Senator Scott. You will be interested in the enclosed

telegrams reporting their reactions, if you haven't already

seen them.

There is strong Congressional support for completing
the oil sales. House Minority Leader Ford, who was reluctant

to oppose Representative Findley publicly on the proposed
wheat sale, takes the position that "all rational" members

of the House will support us on the sale of edible oil, which

he regards as "the only course to take".

Although Representative Findley may protest on the

floor of the House that any PL-480 sale to Yugoslavia
contravenes his amendment, because of the Red Cross ship-

ments to North Vietnam, our soundings indicate he will



receive little support.

Our failure to fulfill the April agreement would

needlessly damage our relations with Yugoslavia at a

time when the Yugoslavs are moving forward well, in ways

which are having increasing impact throughout Eastern

Europe,

Dean Rusk

Attachments:

Tab A - Legal Memorandum,

Tab B - Belgrade 1754.

Tab C - Belgrade 1761.

Tab D - Belgrade 1773.

Tab E - List of Members of Congress and

Key Committee Staff Members who

will be contacted.


