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Page 3C, Paragraph L, last sentence should read as follows:

"The cash deficit during the first six months of FY 68 was
1.8 billion beht ($90 million) compared to a deficit of 1.2 billion
baht ($60 million) during the first half of FY G7."
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The Adrainistrator

Agency for International Development
Department of State

Washington, D, C,

I approve transmittal of the attached USOM Program Memorandum for
Fiscal Year 1970, U.S, assistance has played a key role in supporting
the efforts of Royal Thai authorities to circumscribe and harass the
Communist insurgency, and to retain or win the loyalty of the villager
in remote areas. It is worth reviewing the major advantages accruing
to the United States from the good start which has been made, and U,S.
interest in continued progress in this direction:

a, The Thai insurgency - led by the Communist Party of
Thailand under direction from Peking - is probably the clearest example
in the world today of a Maoist "war of national liberation' in its initial
stages, (Captured insurgent documents, insurgent appeals and Communist
broadcasts to the Thai people leave no doubt on this score.) The ability
of the Thai Government to contain the insurgency, and eventually to defeat
it, is a vital element in the decline of Maoist influence in the world
revolutionary picture.

b Visible progress has been made in the Thai Government's
effort to develop an independent capability to meet internal security
requirements on a self«sufficient basis as soon as possible. Along this
route lies the best assurance that Thailand!s insurgency will never suggest
the need for U,S, forces to supplement the Thai Government's efforts.

Ce The major U,5. forces (about 40, 000 men) engaged in the
Vietnam war from Thai bases in the Northeast {which happens to be the
center of the insurgency) have suffered no harassment or interference
with lines of communication from Communist insurgents. While this
option remains open to the insurgency, it is discouraged by Thai Govern-
ment couvnteringurgency measures,

d. A successful insurgency which developed a major Communist

influence in Thailand could undermine the vital support given by the Thai
Governmment and public to Free World policies and security programs in

Group 5, Declassified following December 1973
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the critical arena of Southeast Asia, and the vital leadership provided by
Thailand for the development of regional solidarity in that arena.

e. Finally, our negotiators in Paris could find their hand
appreciably weakened by the erosion of Thailand's stability and deter-
mination, which a successful counterinsurgency could bring about,

World-wide experience has demonstrated that, in the long run, the
most effective, lasting, and economical counterinsurgency programs are
those which are accomplished under the leadership and with the initiative
of the government and personnel of the country. This lesson is being
effectively applied in Thailand.

The control of insurgency in Thailand is deemed by the Thai
Government to be its own responsibility: Thai leadership, Thai personnel
and Thai resources are the mainstays of all counterinsurgency programs.,
U.,S., programs support this effort, in the background, only as a means of
. helping the Thai to organize themselves more effectively and expeditiously:
U,S, personnel have no operational responsibilities against the insurgents.
The total value of all U,S, programs of assistance to Thailand is greatly
exceeded by corresponding Thai budget allocations. For the projects
described in this Program Memorandum, the ratio is on the order of two
to one. The typical project is initiated to support the creation by forward
looking Thai of an RTG capacity to meet an urgent counterinsurgency
requirement, The U,S., contribution declines proportionately as the
project develops to maturity and the RTG assumes full responsibility.
U,S. assistance is, therefore, an innovating instrument, designed to be
self-limiting in specific projects.

As this Program Memorandum notes, we are now in a position to
give greater stress to the development of human resources in the Thai
counterinsurgency effort, as a logical sequel to the necessary heavy stress
on equipment and commodities in previous programs. We will emphasize
increasingly the creation of skills and motivation required for self-sufficient
Thai operation and support of counterinsurgency programs, Training and
education will thus assume a larger role in our total effort in Thailand; in
doing so we will minimize direct U,S, training participation and emphasize
the development of Thai institutions and professional personnel capable of
assuming the training role. We must concentrate also on improving the
utilization and maintenance by the Thai of equipment already furnished and
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in the pipeline, as well as their eventual replacement of it, We cannot now
predict with confidence how long it will take to achieve these objectives,
but we must treat them as most urgent.

‘Thailand has a highly pluralistic system, in which a nummb er of
seemingly overlapping programs often emerge in the same field., While
it will be advisable to urge innovation in some instances, in others we should
support programs that have sprung entirely from Thai initiative and show
promise of effectively coping with vulnerabilities exploited by the insurgency.
By retaining the flexibility to select and support specific successes as they
appear on the Thai side our assistance can save considerable time, money
and friction by expanding from within, rather than seeking to impose new
structures from outside. In this way Thailand will also be strengthened
in its resolve and capacity to meet its own problems.

(Given the start achieved in counterinsurgency programs, and
evident initial errors on the Communist side, we are witnessing some
tactical shifts by the insurgency, accompanied by cccasional lulls in the
incident rate, It would, of course, be fatal to derive a sense of security
from such transitory observations; the potential threat posed by Communist
states in the area and the vulnerabilities of the insurgent-threatened rural
areas have not yet been substantially reduced. It would also be an error
not to remain alert to the possible introduction of new elements in Com-
munist strategy; for example, an expanded appeal to urban masses.

Measured against what must ultimately be done, progress may seem
slow; measured against the situation at the time the insurgency erupted
openly three yvears ago, Thai progress has in fact been rapid., Countering
"wars of national liberation' by the means being pursued in Thailand is
expensive in absolute terms, but highly economical in comparison with the
cost of engaging in a large-scale military confrontation,

A major factor in assuring the effectiveness and economy and the
requisite flexibility in U,S, assistance to Thai counterinsurgency has been
the central management of all U.S, programs , for which responsibility
is vested in my office. Essential unity of purpose, policy, doctrine
and programs is achieved through the Counterinsurgency Coordinating
Group (chaired by my Special Assistant for Counterinsurgency), on which
all U,S, agencies with responsibility in this area are represented.
Similarly, I have established a parallel mechanism for coordinating
overall allocation of U,S8, resources and the establishment of priorities
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in demands by U.S. assistance upon Thai resources. Here we face above
all the difficult questions of priority as between development and security
and between civil and military requirements. I believe we can assure

the Congress that the task of coordinating various U.S. programs in
Thailand into a single U. S, assistance strategy, and of avoiding redundancy
or internal frictions, is being met effectively.

The specific assistance level of $ 50 million recommended in this
Program Memorandum reflects what is necessary to continue to stimulate
Thai counterinsurgency programs and to realize the benefits of aid already
extended. It will also maintain Thai Government confidence in American
intentions during a year it considers perilous in the extreme for our joint
national objectives in Southeast Asia.

Leonard Unger
Ambassador
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1. AGGREGATE AND SECTOR ANALYSIS
A, The Setting

Thailand is key to U,S, interests in Southeast Asia--because
of its strategic location in the center of the Southeast Asian peninsula, its
central role in catalyzing the economic and political development of the
region, and its close military cooperation with the United States, Thailand's
ability to contribute to the realization of U,S, objectives is, however,
threatened by a communist insurgency which is able to exploit fundamental
problems in Thai society, especially in the rural areas and particularly in
the North and Northeast, '

Three problems in the rural areas are still basic despite
major improvements over recent years; (1) lack of adequate protection
against communist viclence and armed threats; (2) lack of economic oppor-
tunity arising from (a) low productivity, (b) limited access to credit and
markets, and {c} low educational levels and poor health conditions which
lead to a mnarked under-utilization of human and physical resource potential
in the villages; (3) inadequate communication between government officials
and the people, caused by (a) the small number of officials in the country-
side, their insufficient mobility, still inadequate training, and residual
atfitudes of superiority toward villagers; (b) the lack of effective institutional
mechanisms linking the village and the district administration; and (c)
limited participation by the villagers in the governmental processes,

These problems are serious now; they will be more so if
settlement: of the Vietnam war releases communist resources which are

then turned more heavily against Thailand,

B. The Communist Threat

The communists seek to exploit these problems, They are
attempting to establish their own organizational structures in the countryside,
filling the vacuum between effective government authority and the villages,
Traditional attachments to the monarchy, the Buddhist religion, and the
fabric of village society have appeared to reduce vulnerability to communist
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penetration, However, economic opportunities in the countryside and ties
between the individual villager and the national society must grow rapidly
if they are to compensate for the erosion of traditional rural values and
patterns of behavior,

The Communist effort to subvert Thailand is now carried out
on three interrelated operational levels: (1) overt actions including clashes
with RTG forces, armed threats to villagers, terrorism, and assassinations;
(2) organizational activity, especially in the village, to lay the groundwork
for an expanded political base and create conditions for increased and broader
violence; and (3) persuasion, involving the stimulation of real or imagined
grievances against the RTG,

Until now, the communists do not appear to have developed
techniques or propaganda appeals capable of winning wide overt popular
support, Even so, they have created significant disorder and disruption in
a number of areas, New foci of violence appeared in the North and West
Central Regions during the past year, Armed terrorist units are, however,
confined largely to the hills and nearby areas., To obtain recruits, the
communists have relied primarily upon family ties and promises of money,
travel, training, and a better future, It is more difficult to assess the effect
of propaganda themes emphasizing allegations of RTG corruption and sub-
servience to the United States, but they do not yet appear to have had great
impact, Appeals emphasizing poverty, lack of opportunity, and neglect or
mistreatment by local officials appear to have had somewhat more success--
at least in winning a wider degree of acceptance for communist activities,
and to some degree in recruiting, Threats and terrorism continue to be a
principal means for asserting communist influence,

Information about overt terrorist activity available to the RTG
and to the U,S, Mission is improving in velume and accuracy, Due to the
nature of communist techniques and the limited RT(G presence in the country-
side, however, information about the insurgent organizational efforts is much
less complete and reliable, Interrogation of defectors and captured communist
terrorists indicate that the organizational effort is continuing on a consider-
able scale, whatever the rate of overt incidents reported. The incident rate
in the Northeast is now lower than a year ago, whereas in the North it has
increased greatly,

There is no indication that the Chinese Communists and North
Vietnamese intend to lessen their pressure on Thailand, The main questions
are the form and intensity of this pressure,

ST PICIA L USE



The communist challenge is not static, but a dynamic process
with many options, One obvious option, and the most dangerous one, is
increasing the level of resources committed to insurgency in Thailand, To
date the communists’ commitment has been small, Without much additional
strain the Communist Chinese and North Vietnamese could increase sharply
their application of resources in Thailand,

A settlement in Vietnam would release communist resources
for use elsewhere in Southeast Asia, Thailand would logically receive a subtan.
tial share, It is probable that the communists would emphasize an increase in
insurgency, rather than conventional military pressure, The communists can
also be expected to exploit the economic and social dislocations caused by
whatever reduction in U, S, military expenditures accompanies a settlement in
Vietnam, The large monetary injection by U, S, military units currently pro-
vides many jobs for Thais around bases and supplements rural family income
through pay sent back to the villages, This group of workers, separated from
the farm economy, is unlikely to return to the rice fields and will need to be
absorbed into other occupations as rapidly as possible,

This prospect takes on particular significance in the light of
evidence that the communists, hoping to exploit new opportunities created by
the return to constitutional government, such as elections early in 1969, are
once again focusing attention upon workers and other urban residents as well
as upon organizational efforts in the countryside,

It is estimated that 2, 000 persons from Thailand have been
trained by the communists in North Vietnam, Communist China, and Laos.
Very few have defected, been killed, or captured, Most of these approximately
2,000 trained persons are still at large and, undoubtedly, at work,

U,S, interests require the most rapid possible development of
the RTG®s capacity to deal effectively with an increased level of- insurgency.

C. Security

Adequate rural security is basic to the success of the RTG's
efforts tc defeat the communist insurgency, and it is a prerequisite for the
implementation of the RTG's economic and social development programs,
Rural people cannot be expected to commit themselves to the RTG if the
communists are able to threaten villagers and defy RTG authority,

The Thai National Police Department (TNPD) is the RTG's
basic mechanismn for maintaining security in the rural areas, The TNPD's
importance remains fundamental despite the assumption by the Thai military
of a major suppression role in selected sensitive areas,

Past efforts of the RTG, supported by USOM, have developed
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the TNPD intc a generally adequate agency for normal law énforcement. The
TNPD was not, however, prepared to take on the additional complex responsi-
bilities made necessary by the communist insurgency,

Adequate rural security will require further increases in the
strength of the TNPD. The total strength of the TNPD, Kingdom~wide,
averages 18 policemen per 10, 000 population compared with ratios of
24:10, 000 in Israel and 27:10, 000 in Malaysia, In the Northeast there are 14
police per 10, 000 people; in Bangkok, nearly 25 per 10, 000, In addition,
rural security will require general improvements in the infrastructure,
mobility, and reaction capability of the TNPD, Even more important, more
police need to be concentrated in the countryside, and the villagers' capacity
to provide local self-defense must be improved greatly,

RTG programs aimed toward these goals are discussed later
in this Program Memorandum, The magnitude of the requirements is demon- .
strated by a model which USOM considers would offer the prospect of effective
rural security, This would involve raising the Northeast and North to the
police/population ratio now average for Thailand, building and manning an
additional 1, 000 tambon police stations in the countryside--beyond those now
planned by the RTG~-providing adequate transport, communications, and

reaction force backup for the TNPD, and establishing local self-defense forces
in half of Thailand's villages,

USOM!'s costing of this indicates that meeting these security
requirements within five years would cost $260 million--over and above RTG
expenditures and USOM support anticipated during this period, The foreign
exchange costs of these additional requirements would be $110 million; baht
costs would be $150 million,

D, Development

The most pressing developmental problems confronting Thailand
are in the countryside, The people who live there--over 80% of the Thai
population--are inefficient producers, obtaining relatively poor returns from
their land and from their labor,

Thai agricultural productivity is well below that of a number of
other Asian countries, Rice yields, 1,6 tons per hectare, are almost the same
as in India and less than half those of Taiwan, Rice harvests in the Northeast--
1,16 tons per hectare--are less than three.quarters the national average,
Utilization of fertilizer and of other modern inputs is rising, but it remains low
throughout the country, Agricultural production has increased more slowly
than the overall output of the economy«-an annual growth rate of 3,4% in the
1960's, contrasted with an average of 7,2% for the GNP as a whole,

The urban areas, especially Bangkok, have advanced rapidly,
but income in the countryside is growing much more slowly, The proportion of
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the labor force employed in agriculture has been relatively stable, but agri-
culturel!s share of total GNP has declined from 40% in 1958 to an estimated 29%
in 1967, The current five year plan anticipates a further reduction in the pro-
portion of national income originating from agriculture by 1971,

Agriculture growth has, moreover, been concentrated in the
relatively developed Central Plains region, Some areas, notably the North-
east, have remained virtually stagnant, except for isolated growth in towns
near U,S. bases, Income per capita in the Northeast in 1967 was about $60.-
no increase over the 1961 level,

Of even greater immediate importance, the shortcomings in the
countryside have a direct relevance to the villagers! vulnerability to insurgency.
Rural people are not only remaining poor; they are increasingly aware that the
people in Bangkok and other urban centers are becoming richer,

The communists emphasize this in their propaganda, Villagers
also learn of this disparity through other channels, Radio listeners are
exposed tc a2 constant flow of advertisements and information which explicitly
or implicitly underlines the differences between the rural standard of living
and that enjoyed in Bangkok,

The sluggishness of the rural sector in Thailand can be ascribed
to three basic and interrelated causes:

1. Insufficient villager motivation--due to lack of education
and poor health,

2, An inadequate infrastructure in the countryside, includ-
ing institutional shortcomingse-credit and marketing--as well as lack of roads
and water,

3. Insufficient and sometimes inefficient government
services in rural areas, including security and administration as well as
education, health and agricultural extension,

Each of these causes will be discussed below, and some of the
expenditures required to solve these problems will be illustrated,

- 1. Human Resources Development

There are 1,220, 000 farms in Northeast Thailand, This
is more then in Iowa, Illinois, Indiana, Wisconsin, Minnesota, Missouri,
Kansas, Nebraska, North Dakota and South Dakota combined, The farmers of
Northeast Thailand work these farms without adequate education or technical
training, Most children attend grades 1 through 4 in all regions, but the
curriculum includes little of direct value to themselves and to their villages
for improving agricultural methods, health standards, and the like, Moreover,
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they have little opportunity to continue their studies, Only 28% of the students
continue beyond the fourth grade in the Kingdom as a whole; in the Northeast,
only 13% do so, In the Bangkok/Central Plains area 19, 5% of high school

age children are in school; in the Northeast only 4, 4%,

As a result of the population explosion, the percentage
of Thailand's school age youth actually in school decreased from 58% in 1960
to only 50% in 1967, while the percentage of college age youth in universities
declined from 2,3% in 1964 to 1.9% in 1967, Under existing RTG plans, the
overall percentage for school age youth in the classroom will come back to
only 54% by 1971, RTG educational expenditures as a percentage of GNP
stood at only 2,9% in 1960, contrasting with 4,1% in Taiwan, 7.2% in Japan,
and a range of 3 to 5% in most other countries in a stage of development roughly
comparable to Thailand, However, RTG expenses for education use up about
17% of the Thai budget (going mostly to the Bangkok/Central Plains area) com-
pared to an average of about 13% for other countries in the region,

Thailand needs a greatly increased output of secondary
school graduates, At the same time, the curricula of the high schools should
be improved and broadened to produce graduates who meet Thailand's man~
power needs and are capable of further training to satisfy the requirements
of a developing economy,

There are not enough teachers, The national average is
16 teachers per thousand children aged 6 through 17, In the Central Plains,
the ratio is 21 teachers per thousand children; in the Northeast, only 13 per
thousand, Similar disparities exist in textbooks and school facilities,

The result of these weaknesses in the educational system
is that the population in the rural areas lacks the educational basis--including
functional literacy--and the motivation needed to adopt more efficient agri-
cultural techniques.

The RTG has made significant progress in developing
institutional approaches--such as Community Development (CD), Developing
Democracy Program (DDP), mobile trade training, and farmers organizations--
which will eventually overcome these deficiencies by bringing knowledge and
motivation to villagers who have completed school. Such approaches, however,
must be broadened in both scale and effectiveness,

Coverage by the Community Development program is
expanding slowly. The present rate of 2] districts each year ig not sufficient
to move CD into each of the security-sensitive districts by 1972, The number
of CD officials in the Northeast and North is almost 2, 000--and over half are
stationed at the provincial level rather than in districts and tambons, The CD
program operates in 91 districts in the Northeast and North which have a total
population of about 5,7 million, giving a total concentration of about 3 CD officials

per 10, 000 people in these districts, However, there is still no CD coverage
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at all in districts which include 50% of the Northeast's population and 90% of
the population in the North, The magnitude of the remaining task is evident,

The Developing Democracy Program has so far been
conducted in tambons which include only 36% of the population of the North and
Northeast, Kingdom-wide coverage is not planned before 1972,

Farmers'! organizations reach less than 4% of the rural
population in the North and 10% of the rural population in the Northeast, By
far the largest part of coverage in the Northeast is accounted for by the Amphur
Farmers Group program, which now operates in 14 districts and will soon
expand to 4¢8--out of a total of 156 districts in the Northeast,

Short-term vocational training reaches only a very small
percentage of the rural population, despite the increases made possible by the
Mobile Trades Training Unit (MTTU) and other RTG training efforts,

Thailand's educational deficiencies are most acute in the
rural areas but the problem is nationwide, Human resources cannot be developed
solely uporn a regional or sectoral basis, U,S, support will go largely to pro-
grams in the Northeast and North; but the RTG must make a comprehensive
effort involiving national reforms, Serious qualitative and quantitative
inadequacies exist throughout the Thai educational system, Shortages of key
skills--in ower and medium-level technicians as well as professionally trained
personnel--are emerging as one of the principal barriers to rural development,

To illustrate the magnitude of Thailand's needs for educa-
tion, USOM has costed a model which assumes that 33% of high school age
children would be in school by 1983-.an increase from the current 10% within
fifteen years, To provide an adequate input into vocational and academic
courses on the high school level, and to increase the general level of literacy
and adaptability in the countryside, it was also assumed that 90% of children
in the upper primary age group--grades 5 through 7--would be in school by
1983, To provide an adequate input of teachers and a matching supply of
highly-trained personnel, a target of 3% of college age students in university
level study was set for the same year,

The Second Fi ve Year Plan contemplates an investment
of the equivalent of $330 million in education from 1967 through 1972, USOM's
cost analysis for the first five years of effort toward the fifteen.year goal showed
that the equivalent of $148 million would be required in addition to that provided
for under the Plan, Of this additional $148 million, it was estimated that about
$26 million would be foreign exchange costs and $122 million in baht funding,
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There are at present 7.5 million men and women in
rural areas between the ages of 15 and 30, This is the generation that must
be reached to bring about significant changes in Thailand now and in the near
future, Only about 20% of these people are functionally literate, About 70%
of them received four years of education but there is little retention of the
knowledge acquired in village primary schools, USOM has costed a model
which would meet minimum training needs for those who have left school,

Firstly, pre-service and in-service training would
develop a corps of adequately qualified agriculturists who would bring technical
knowledge and innovation to villagers, A goal of one agriculturist per 1, 000
farm holdings was set, comparable to the ratic in Pakistan and Egypt but lower
than the 1:900 ratio in the U.S, Secondly, literacy and basic training programs
would be instituted to reach 50% of rural people 20 years of age or older,
Thirdly, a vocational training program along the lines of the MTTU program
would be extended to about 107 of adults between 15 and 30, Over a five-year .
period this model would cost about $190 million, of which $13 million would be
foreign exchange costs,

Meeting these goals for education and training would
thus require a total of $336 million ($298 million in baht and $38 million foreign
exchange)--in addition to the expenditures provided for by the Second Five
Year plan,

The efficiency of human resources is equally vital,
Disease, undernourishment and one of the highest birthrates in the world
(3.3% per year) seriously impede Thailand's development of human resources, .
A Ministry of Public Health survey of a quarter of a million persons showed
that 63% had one or more types of intestinal parasites, In the Northeast, 20%
of those surveyed had hookworm; 13% had liver fluke, Trachoma, TB, leprosy
- and dysenteries are still major problems, Thailand has, overall, an adequate
food supply, but large areas of the country, particularly in the Northeast, are
deficient in protein--impairing physical and mental growth in young children
and limiting the productivity and drive of adults,

Shortcomings in general health services are very great,
The ratio of doctors to the population is 1:7,650 for Thailand as a whole, but .
only 1:17, 600 in the rural areas, This compares with 1:2,200 for East Asia
as a whole; 1:4, 700 if Japan is excluded,

USOM has costed targets calling for a reduction of the
doctor/population ratio in rural areas to 1:5, 000 within eight years; reduction
in the provincial hospital bed/population ratio from the current 112, 000 to
1:1,500; training of appropriate numbers of nurses and midwives; expanding
rural health stations to the relatively conservative standards set by the Ministry
of Public Health; and continuation of the malaria control program, -
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Meeting these health targets would cost a total of $54
million, of which $19 million would be foreign exchange costs and $35 million
baht funding--bevond expenditures contemplated under the Second Five Year
Plan,

2, Physical and Institutional Infrastructure Development

Full utilization of the human potential in the rural areas
and in the Kingdom as a whole will require further improvement in the infra-
structure, Despite large-scale efforts by the Highway Department, by the
Accelerated Rural Development (ARD) program, and the Ministry of Interior,
the road density in Thailand remains low; 40 miles per 1,000 square miles of
area, contrasted with 110 in South Vietnam, 310 in the Philippines, and 590 in
Taiwan, Roads free the villagers of one of the worst physical constraints in

their environment, providing opportunities for development as well as immediate

benefits, Roads still do not reach a large proportion of the villages of the
Northeast and North, Fifty percent of Northeastern villages are completely
inaccessitle to a motor vehicle during the five months of the rainy season, and
10% are inaccessible the year round,

USOM has costed some of the requirements needed to
meet deficiencies in roads, The ARD Coordinating Committee (CCARD),
applying criteria of rural population density, economic activity, isolation, and
security, established a goal of 30, 000 kilometers of all-weather roads for 18
ARD provinces, This is in addition to the Thai Highway Department’s goal of
1, 650 kilometers needed to complete the basic trunk system in these areas,

Current ARD plans call for the construction of 10,800
kilometers of roads in these provinces by 1972 at a total cost of $234 million,
The Thai Highway Department (THD) plans call for construction of 850 kilo-
meters by 1972 at a cost of $64 million, Meeting the CCARD and THD targets
would require, ir addition to current plans, an expenditure of $549 million--
$98 million in foreign exchange and $451 million in baht, This, it should be
noted, would cover only these ARD provinces, and would be in addition to the
substantial road requirements elsewhere in the Kingdom,

- Outside the lower Chao Phya Valley, the percentage of
land under irrigation is low, especially in the Northeast, and double-cropping
is rare, Average rainfall in the Northeast is about 55 inches a year, greater
than the average of 35 inches for lowa, Minnesota, Wisconsin, Illinois and
Indiana, but virtually all the rain falls during a five-month period, Water
storage and irrigation are essential for the development of Northeast agri-
culture, More facilities are needed; in addition, irrigation works already
built are utilized inadequately due to the farmers' lack of knowledge, poor
organization, insufficient final distribution systems, and lack of land pre-
paration, Moreover, a large proportion of villages in the Northeast lack
adequate water for household use during the dry season,

-
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Current RTG plans for water development in the
Northeast contemplate an investment equivalent to $16 million by 1972,
TUSOM has costed a model which indicates that an additional $57 million
would be required, of which $9 million would be foreign exchange costs and
$48 million in baht funding, This presupposes only a modest added invest-
ment in major or medium size water works, The emphasis is on effective
use of facilities; a minimum program to provide farmers in areas already
served by irrigation works with the knowledge, assistance, and land pre-
paration required to use the water already available,

Emphasis would also be placed upon meeting the needs
of villages in the ARD provinces which lack water for household uses, An
estimated two-thirds of the 15, 000 villages of the Northeast need wells, ponds,
or small catchment dams to meet minimum requirements for water--not
necessarily ""potable water', If the total expenditure for village water planned
by the RTG in the Second Five Year Plan went to the Northeast, it would meet
only one-half of the needs, ' :

These cost estimates do not include requirements for
irrigation projects elsewhere in the Kingdom, nor do they include possible
costs for large-scale projects-~such as, for example, the Pa Mong Dam
proposed by the UN's Mekong Committee, '

Agricultural credit is an essential aspect of institutional
requirements in rural areas, An indication of the magnitude of rural credit
requirements is provided by an estimate that the equivalent of $31 million in
credit would be needed each year to finance effective utilization of the land
now served by irrigation works in the Northeast, This would cover only a
small percentage of the farm households in the Northeast alone, Loan repay-
ments would provide a large part of the funds for such a program, but needs
for initial RTG subsidy and continuing support would undoubtedly be substantial,

Adequate development of the institutional infrastructure
in the Northeast would require additional expenditures for the import and
manufacture of fertilizer and other modern inputs, and further development
of marketing, storage, and processing facilities, USOM has not yet estimated
the cost of these additional needs, but they would be considerable,

3. Government Services in the Countryside

The number and quality of RTG personnel assigned in the
countryside is inadequate, and many are utilized inefficiently,

In principle, the full complement of agricultural officers
in a district is three, In a Northeastern district with a population of 60, 000-~
typical of the region--it has been estimated that, under optimum conditions with
adequate vehicles, a full staff of three agricultural officers could, if tﬁey spent
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over 20 days per month in the field, meeting with 50 villagers at each one-day
extension or organizing session, reach one member of each farm household
only once each year,

Even this limited degree of contact represents a goal
which is approached very rarely, A large proportion of districts in the Northe.
east have only one agricultural officer, and many have none, A USOM survey
of district agricultural officers showed that most are dependent on bicycles
and busses for transportation, and most spend considerably less than 15 days
per month in the field, More than half the district agricultural officers
surveyed reported contact with fewer than 1, 000 farmers during the preceding
year, Similar--and often greater--shortcomings exist for health and other
basic services,

In addition to the quantitative shortage of officials in
the countryside, lack of mobility, low salaries, lack of stimulus from above
to carry out an active village program, shortage of funds, low levels of training,
poor inter-departmental coordination, and, in some cases, patronizing
attitudes toward villagers further reduce the effectiveness of those officials
already serving the rural areas,

Correcting these qualitative shortcomings is a major
focus of USCM efforts, Low government salaries are also a key factor in
the performance of officials in the countryside, The Second Five Year Plan
provides for an increase in salaries amounting to $12 million a year, averaging
$5 per month per official, but this increase has not gone into effect, Even if
this increase is carried out, however, official compensation will still lag far
behind salaries in the private sector., The effects upon motivation and the
temptations of taking supplementary employment and of corruption are clear,
It is estimated that an additional $22 million per year is needed to increase
the basic salary scales and to provide the minimum incentive payments
necessary to make provincial service attractive, enable officials to live on
their salaries, and reduce pressures for graft and illegal incomes,

E. Total Requirements

The preceding analysis, while far from comprehensive, suggests
the scale of the urgent requirements which face the RTG, Achievement of the
selected goals would require an expenditure by the RTG over the next five years
equivalent to about $996 million for development programs and $260 million
for police and rural security, a total of $1,256 million-~in addition to the effort
called for urider existing RTG plans for the next five years, Of this total,
estimated foreign exchange requirements amount to about $165 million for
development and $109 million for security for the five year period--about $55
million a year, RTG planning already assumes annual assistance inputs of
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$50 million from USOM and $120 million from other sources. Consequently,
this $55 million constitutes a substantial additional gap. This shortfall need
not necessarily be filled by additional U,S, aid inputs or by greater efforts
by other donors, These needs can be filled, at least in part, if the RTG can
be persuaded to revise priorities and reallocate resources within its current
plans,

USOM thus proposes to engage in regular consultation with the
RTG with the objective of influencing and redirecting RTG resource allocations
so that they will meet priority needs more adequately. At the same time the
RTG will be pressed to increase budget revenues, adopt appropriate fiscal
measures, and stimulate the private sector into more active participation in
rural development,
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11, OBJECTIVES AND USOM STRATEGY

A, Improved Institutional Capacity to Deal with Security and
Development Needs

The basic objective of U,S, assistance is to improve and
increase Thal institutional capacities for dealing with the security and
development problems which are created by and facilitate the insurgency in
the rural areas, A,l.D. funds will be used mainly to help the Thai expedite
accomplishment of two significant goals: (1} building a "two-way bridge"
connecting the Royal Thai Government in Bangkok through the officials in the
provinces with the villagers; and (2) accelerating the development of educa~-
tion, training, and health for Thailand's mass of rural people.

These needs are most acute in the Northeast and other areas
immediately threatened by insurgency, but they exist in all rural Thailand,

USOM will consequently pursue two aims: (1) to stimulate the
RTG to meet these requirements throughout the rural areas of ‘the Kingdom;
(2} to stimulate greater RTG concentration of resources and effort upon
meetingthese needs in the Northeast and other areas where the insurgency
is most threatening.

U,S. aid inputs will take the form of technical assistance,
focusing on national priorities in resource allocation and stimulation of inno-
vation, and commodity support, which will be concentrated on insurgency
areas. Substantial U,S, resource allocations to these areas will bring a more
concentrated application of RTG resources. This will focus RTG effort where

the needs are most acute and enable counterinsurgency requirements to be met
more promptly in the most sensitive areas.,

To build a two-way bridge between Bangkok and the rural areas,
it is essential that the government of Thailand staff the provinces and districts
with more and better officials and provide these officials with increased
resources. These actions are basic to increased responsiveness on the part
of officials in the provinces to the needs of the rural people.

USOM will encourage decisions in Bangkok to increase the
quantity and improve the quality and distribution of officials in the provinces
and to increase the RTG funds at their disposal, The two key agencies in
Bangkok toward which these efforts will be targeted are the Bureau of the
Budget (BOB)} and the Civil Service Commission {CSC). The BOB has the final
say on the quantity of funds made available to the provinces; the CSC makes
the basic personnel decisions needed to encourage the assignment of more and
better civil servants to the countryside, USOM will need to provide some
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technical assistance to both the BOB and the CSC to help in the development
of procedures and facilitate the accomplishment of these objectives,

1. Building a two~way bridge ~ Responsiveness to village
heeds

The principal instruments through which USOM resources
will be channelled into the provinces to provide the opportunity for RTG officials
to respond to rural needs for better security and more rapid development are
the Accelerated Rural Development {ARD) program and the Thai National Police
Department?s (TNPD) Tambon Police Station program,

ARD concentrates its total effort in the provinces where
the need to decrease vulnerability to insurgency is most acute. A majority of
the tambon police stations are being established in the same areas,

The architects of ARD provided it with a distinctive
character: developmental resources are placed directly at the disposal of the
officials in the provinces, This concept did not exist in the RTG prior to the
creation of ARD, It is still not practiced to any acceptable degree by the old
line ministries and implementation is still in its early stages in ARD. ARD is
beginning to move to the provincial levelan increasing share of the decision
making involved in the planning, utilization, and maintenance of development
resources, FPlanning units are being formed in each of the ARD provinces to
assist officials to establish priorities and to determine local requirements for
additional resources.

The directions which a government takes are determined
in 1a.rge part by the locations of resources~-men, money and equipment~~and
the will of officials within the government to apply the weight created by these
resources, The ARD program is a stimulus for establishing a new weight of
resources in the provinces, and it is giving the officials there the will to make
that weight felt.

Increasingly the officials in the ARD provinces are
awakening to the new power which ARD has placed in their hands. They are
applying pressures on Bangkok for more resources to meet local requirements--
from the ARD program and from other elements of the RTG as well. In effect, '
the officials in the provinces are being given the opportunity to become public
servants, They are, increasingly, being provided the means for effective
performance,

There is need, of course, for more imaginative and
specific security and developmental plans in the provinces so that officials
there can be more persuasive in dealing with the RTG whose center of gravity
remains concentrated heavily in Bangkok, As officials gain pride in accomp-

lishment, pressures on Bangkok can be expected to grow. Demands from the

oy RSSO



LIV ERQRReerosi, 15

provinces will create a suction to draw the centralized RTG ministries
increasingly into resource application and problem«solving in the rural
areas,

In-service training for officials is another method for
improving responsiveness and efficiency, as demonstrated by the success of
the Nai Arnphur Academy and other programs. USOM will continue to stimu-
late the expansion of these activities by the RTG.

The TNPD is, and can be expected to remain, more
centralized than the ARD program. A high level of support will continue to be
given to the TNPD 's basic security activities. The Tambon Police Station
program is expected to increase sharply the proportion of TNPD resources
applied in the rural areas, Like ARD, it aims at placing more and better
personnel where they are most needed, It involves RTG personnel more
deeply in the security problems of the countryside. The measures needed to
make the tambon station program effective-~expansion of the TNPD's total
strength, improvements in communications and general TNPD efficiency, and
the provision of backup forces with adequate land and air mobility--will also
have their greatest effect in the countryside, rather than in the urban centers.
As the TNFD and other RTG officials in the provinces are drawn more deeply
into the prcblems f rural security, this will provide another channel for
increased pressure on Bangkok for additional resources in the countryside.

If officials in the provinces are to be responsive to the
people’s needs for better security and more rapid development, these needs
must be made known by the villagers, Further improvement of the mechanisms
for expressing these needs is required. It is also necessary to develop a
capacity to evolve new mechanisms to meet changing situations,

USOM will continue to support RTG programs aimed
toward these goals.

These include development of a village security program,
the Community Development Program, the Developing Democracy and Village
Lieader training programs, farmers organizations at the village and tambon
level, and the Amphur Farmers Groups,

Village security units, drawn from the villages in which
they serve, suitably equipped, trained and :motivated, are essential if adequate
security is to be provided in rural areas. Members of such units would provide
better protection against insurgents and other outlaws. They would also bhe
trained to stimulate and assist their fellow villagers in development projects
to acceleratle local social and economic activity,
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Perhaps even more important, these villagers would be
trained to serve as a link between their village and the RTG. They would be
trained to call upon the tambon police station and other security forces if
help i s needed. They would be trained to identify needs and to call upon the
appropriate district officials~-from the Ministry of Agriculture, Ministry of
Public Health, ARD, etc.-~for assistance. This broad concept, termed the
Village Security Force (VSF) program up until now, has encountered basic
problems within the Thai system which are not easy to resolve, It is hoped
that these problems can be solved within the RTG and implementation can be
begun early in fiscal 1969.

USOM will apply its aid and utilize its advisory personnel
to encourage the Ministry of Interior to increase its support for the Community
Development, Developing Democracy, and Village Leader training programs,
These programs have a potential for assisting villagers to identify their
problems and to formulate requests for assistance from RTG officials at the
district and province level. These institutions offer mechanisms to draw
additional inputs into the countryside, raise villagers' productivity, and
increase their sense of identification with the national society. They are far
from reaching their full potential, and further developnient is needed,

Similarly, the Ministry of Agriculture will be encouraged
to increase its support of farmer organizations at the village and tambon level
and widen the coverage of these organizations, They can provide a channel for
increasing knowledge of better farming practices and, equally important, a
means for communicating villagers®' needs to officials in the provinces, USOM
expects to continue support of the ARD~supported Amphur Farmers Groups,
which serve as a focus for the expression of villager aspirations and a mechan-
ism for improving credit and marketing facilities in the rural areas,

The Ministry of Public Health will be encouraged to step
up the MOPH/ARD Mobile Medical Team program and MOPH plans for training
nurses, midwives, and paramedical personnel and establishing additional
health stations in rural areas,

In these and other ministries there is a need to parallel
the ARD and tambon police sation programs with an accelerated rate of
regource transfer~~of personnel, money and equipment--from Bangkok to the
provinces, Frequent contacts between the USOM staff and personnel of the
various ministries provide one means for effecting this,

Another major means is provided by the Northeast Econ~
omic Development Plan (NEED) mechanism, which hasg brought regional and
sectoral needs into a focus which has been absent previously. The NEED
mechanism has begun to show capacity for stimulating interdepartmental
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coordination as well as better use of data in RTG planning and decision-making
processes. The NEED planning mechanism provides a focus for pressure to
move resources away from Bangkok--parallel to the ARD program and other
activities which create a suction to draw resources into the provinces,

In the 1970 program USOM proposes that it have the
flexibility cf providing assistance to various sectors of the Thai economy.,
Assistance allocated broadly by sectors could be drawn upon to support pro-
grams of the technical ministries which are being led by the NEED mechanism
into increasing their rural development efforts. Such flexibility will permit
the stimulation of the line ministries to move resources into the provinces
parallel to and later to supplant development activities stimulated by ARD and
the tambon police station programs. As the technical ministries assume an
expanded ro.e in applying resources on the insurgency-threatened areas they
should be able to assume increasingly the responsibilities currently carried
by ARD. This will permit ARD to move into additional activities or additional
security threatened provinces to innovate and stimulate further areas of
responsiveness on the part of rural officials. The flow of Thai resources to the-
rural areas, stimulated by these activities, should make such expansion
feasible,

The programs and institutions which are concentrating
on the problems of security and development in the countryside are Thai pro-
grams and Thai institutions. Their impetus and effectiveness come from Thai
who recognize these problems, are aware of the shortcomings of the traditional
Thai system, and are working towards solutions, Their efforts are progressing
despite the inevitable obstructions from elements which consider that their
interests lie in preserving the status quo. These innovators are gaining
influence slowly but steadily, in the provinces and in Bangkok., U,.S5, assistance
has an important recle to play in stimulating shifts of resources into the country-
side and malking possible the progress registered by these. innovators,

2. Development of Human Resources

USOM participation should also be applied as a lever to
induce the RTG to come to grips with the inadequacies of its present educational
system, to concentrate resources upon accelerating the training of rural people,
to maintain and enhance the level of education and training already achieved,
and to meet the deficiencies in skills which already threaten to slow Thailand's
rate of development.

One of the primary targets upon which USOM leverage will
be concentrated is an increase in educational opportunities for rural youth beyond

the fourth grade, The output of high schoel graduates should be increased sharply~-

especially in the provinces-~to provide the agriculturists, nurses, clerks, sur-
veyors and others who are needed to carry out rural development efforts.
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To accomplish this basic need, the RTG must relate
all elements in the Thai educational system to this objective, This means
expanded and improved facilities, more teachers, better teacher training and
a more realistic curriculum from primary school through the universities,
In cooperation with U,S, private foundations, USOM intends to éncourage the
RTG to evaluate present practices, formulate policies and assess the oppor-
tunities for revamping and extending its entire educational system. For the
most part it is expected that technical assistance can meet needs for U,S,
support for these activities, As the RTG evaluation develops, however, addi-
tional support may be required at key points to test solutions and to accelerate
the rate at which the necessary decisions can be made and implemented.

In addition to their benefit to future generations, these
pressures for innovation in the educational system would be de51gned to end
the vacuum left by inadequate schooling in the rural areas.

USOM will, therefore, also help to accelerate the rate
at which the out~of-school population can be provided with the additional
skills and motivation needed to enable them to contribute to the security and
development of rural Thailand,

USOM will continue to support training for ARD and
TNPD personnel, Nai Amphurs and village leaders, Mobile Trade Training
Units, vocaticnal agricultural training, vocational training for industrial
skills and trades, and youth training programs carried out by ARD and other
agencies will also be assisted. Of special promise is a proposed program of
agricultural training as an integral part of the terminal program of army
conscripts who will return to their native villages after military service.
This proposal is now being considered by the RTG.

Human resource development depends upon improved
efficiency as well as improved proficiency. Thus, rural health and family
planning programs will also have strong USOM support. A reduction in the
present 3,3% population growth rate is the only hope for avoiding unduly
heavy burdens on future educational and health services, the food supply, and
the job market. Rural health activities are essential now to reduce mal-
nutrition and debilitating diseases that curtail human efficiency,

B, Overall Prosperity and Growth of the Thai Economy

The United States also has an interest in the overall prosperity
and growth of the Thai economy. Some difficulties may lie ahead regarding
Thailand's economic capacity to deal with the insurgency when U,S, expenditures
in Thailand related to the Vietnam war are reduced., Nevertheless, Thai
resources and inputs by other foreign donors, as well as continuing U.S, aid,
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will in general be adequate to maintain the overall growth rates of the econ-
omy as a whole,

The principal USOM contribution would consist of support for
a substantial and increasing role for domestic and foreign private investment,
The energies of the Thai private sector need to be engaged more fully in
meeting a basic need for more industrialization and development of agribusiness,
and to increase the flow of resources toward meeting security and development
needs. (Sce Section IV, Issues, for a discussion of USOM!s assistance to the
private sector.}

In summary, USOM!'s strategy is to:

1. Encourage further improvement in the RTG!s ability to
provide better security in rural areas, through the TNPD and development of
village security units;

2, Promote the building of a security and developmental
bridge between Bangkok and the sensitive rural areas through activities which
directly affect the villager and place needed resources and decision making at
the local level-~such as ARD and the Tambon Police Station program;

3. Support programs which help villagers express their
needs, such as the CD, DDP, farmers organizations and village security
programs;

4, Further strengthen the NEED mechanism as a means
of promoting greater involvement and shifts of resources by the technical
ministries into rural area development;

5. Use the flexibility of A,IL,D. funding to provide grant
assistance to sectors such as agriculture, health, and education, Sector
assistance will help persuade the RTG to make essential changes in RTG
national pclicies; U,S, inputs would, however, go to the rural areas where
insurgency threats are most acute;

6. Encourage BOB and CSC actions to facilitate placement
of more money and more and better personnel in rural areas;

7. Stimulate increased private developmental investment,
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111, EVALUATION

Thailand's Rate of Growth and Transfers to the Countryside

Thus far, Thailand has maintained rapid development of the economy
as a whole while it has coped with the problems of countering insurgency.
The growth rate, sustained at over 7% per year from 1961 to 1967, is equaled
by few other developing countries,

That fiscal management has been conservative and capable. The Thai
Government has increased the role of the public sector, without jeopardizing
private growth and foreign investment or causing dangerous inflation, RTG
expenditures in 1961 were 10% of GNP; government expenditures in 1967 were
22% of GNP. Private investment has increased by over 15% per year since
1962. Savings average over 20% of income. In 1968, the RTG is operating
with a proposed B 3 billion domestic deficit--over $150 million. It is estimated
that a deficit of B 5 billion is close to that possible without serious inflation.
Accordingly, there is more room for increased financing of important develop-
mental activity than the RTG has thus far been willing to undertake,

Transfers

The RTG has increased the level of budget assistance to rural regions.
In the Northeast, it increased from B 1.1 billion in 1961 to B 2.1 billion in
1966, or almost 100%. Total central government expenditures rose 88%,
from B 7,8 billion to B 14.7 billion, However, total public expenditure in the
Northeast relative to total central government expenditures changed only
slightly, from 13.6% in 1961 to 14.3% in 1966. Of these expenditures, 20%
were for investment--largely in infrastructure--in 1961; 37% in 1966,

In FY 68, approximately $35 million of U,S. aid went to the Northeast.
Thai budget allocations were twice that amount, including special development
funds from the RTG budget and project-related expenditures from regular
budget allocations. These RTG expenditures can be expected to grow sharply
in coming years. Despite this showing, however, the impact USOM has had
on the allocation of Thai resources is more apparent in the specifics of
USOM-assisted RTG programs, than in the overall pattern of Thai income,
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and expenditure accounts, There is much evidence of improved character,
quality and quantity of Thai efforts and resources committed to the North-
east and North, But the RTG can and should do much more to concentrate
its resources and budget allocations upon rural areas, This appears
feasible based upon continued prudent budget deficits and a consequent
substantial, albeit prudert, drawdown of foreign exchange reserves,

Jtilizing the Foundation in the Countryside

The USOM effort during the past several years has basically been
one of supporting the RTG in establishing a foundaticon in rural areas--
placing construction equipment and personnel in the hands of provincial
officials, increasing the training capability of the TNPD, establishing
tambon police stations, and,through ARD and through the line ministries,
seeking to bring about a more concerted effort in rural areas,

The RTG's performance is still far short of a desirable level, but
it is probably more effective than the communists anticipated, The roads
built have begun to reduce the sense of isolation within the Northeast, and
between Bangkok and the region, Bangkok-based ministry officials are
travelling more often to the rural areas and taking a more active interest
in village problems,

Some progress is evident among technical ministries, showing
that new attention is being given to rural problems,

The Ministry of Health, although under tight budget constraints,
plans 86% of its expenditures in the Five Year Plan for rural areas,
focused on sensitive regions,

Personnel of the Ministry of Education and the Ministry of Interior
have begun to discuss and reconcile differences arising from the 1966
decision to place rural education under the MQOI, The concept under which
the shift was justified--to increase provincial and local responsibility for
schools--is good, and it deserves USOM support, Also, the MOE's
acceptance of the principle of a broader and more practical approach to
secondary education, embodied in the comprehensive rural high schools,
is a step forward in Thai education, The substantial upgrading of 25
vocational and agricultural schools with IBRD and USOM support is another
important step,

- In spite of the technical ministries' demonstrations of greater interest
in rural problems, the ministries' personnel still lack a much needed sense
of urgency, Coordination among government elements is confronted by
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ohstacles of tradition and factionalism, New programs and new ideas are
applied slowly, Once new programs are initiated, training and equipment
pipeline delays--largely prior to delivery in Thailand--have meant that
many of the resource applications initiated two or three years ago are only
now beginning to apply their {full weight in the provinces, Time has also
been required for officials to learn how to make effective use of the new
resources placed at their disposal, '

Protection

Shortages of trained manpower have been a major problem for the
TNPD, Police recruit training, at a level of 4,800 men per year in June
1966, will increase to an annual capacity of 12, 150 men by December 1968,
The current rate is 7,200, The added manpower is to be applied to the
Provincial Police and Border Patrol Police (BPP), especially to meet the
manning requirements of tambon police stations and the urgent needs of BPP
in regard to the insurgency in the North,

These rural substations are crucial to the RTG's effort to improve
protection at the village level., Seven hundred and fifty of these stations
are now completed or are nearing completion. Four hundred and forty-one,
or about 60%, are allocated to the Northeast, Some tambon stations are
under-manned, but increased recruit output will solve this problem, Initial
villager reaction has been favorable, and in many instances they are
requesting that substations be built in their tambons., A pilot youth activity
is being initiated in FY 68 as part of the tambon police program, and limited
medical assistance is rendered where other facilities are not available,

Backup for the tambon police stations and local security forces is
being developed. A quick reaction strike force is being built within the
Provincial Police and the Border Patrol Police {(BPP). Twenty-four Special
Action Forces will be increased to 46, and 25 BPP Mobile Platoons will go
up to 62 by FY 71, Utilization and performance of the SAF's to date are not
encouraging, The Mobile Platoons have a better record of operation in
remote border villages. Unfortunately, it has been necessary to drain man-
power from some of these units to staff tambon police stations,

Air and ground mobility has been increased, with USOM support, and
U.S, assistance has also helped build the communications capability and
overall efficiency of the TNPD,

In protection, as in other areas, the most acute problems are at the
village level, The tambon police stations cannot, by themselves, meet all
local security needs, This gap is filled partially by the installation of
radios in the villages and at tambon police stations; 892 are now in place,
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with 1, 060 scheduled for installation during the next 18 months, The net
being built, due to be completed in 1972, will connect every ARD tambon
with the district and province,

Radios provide only a part of the solution, Local village defense
units are also necessary to provide adequate security in the rural areas,
and to play a positive role in village development and strengthening
village-RTG links, Participation of villagers in local security raises
fundamental problems within the Thai system regarding attitudes,
jurisdiction and control, The months of dialogue and exploration involved
in discussing the Village Security Force concept have stimulated greater
awareness among many key Thai of the need to solve these problems,
Efforts toward an RTG program for effective village defense must remain
a major focus for USOM concentration.

Development and Coordination; The NEED Mechanism

The NEED planning mechanism has now been in existence for six
months, and it has begun to cause officials to focus on functional and
sectoral requirements rather than narrow departmental concerns,
Increasingly NEED should provide the framework for applying the leverage
of USOM assistance to obtain improved performance«-including coordinated
development efforts-~on the part of the technical ministries and higher
allocations of resources to the rural areas, The advisory services to be
provided by USOM should facilitate this process, As the NEED mechanism
develops and encourages the systematic use of data for planning and
decision making, its impact should accelerate--affecting, in time, Thai
planning for other regions in addition to the Northeast.

Local Development and Decentralization of Response; ARD

The substantial USOM resources provided to support the ARD program
are beginning to produce broad results, Physical indices include the con-
structior. of approximately 1, 000 kilometers of all-weather roads and 400
kilometers of gervice tracks since early 1965, This is roughly 20% of all
the roads in the Northeast., There are now over 3,000 ARD employees --
including technicians, equipment operators, and mechanics--at the province
level, As additional resources emerge from the training and procurement
pipelines, this capability will increase ARD's capacity for road construction
to about 2, 000 kilometers per year in 1969, A growing proportion of ARD's
resources will be applied on small water supply projects and other projects
which meet local needs, Overall, however, ARD has begun to open the way
to the villages but is not yet sufficiently responsive to village problems and
aspiraticns,
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The confidence and ability of Governors and their staffs to utilize
ARD resources effectively are growing, The Governors of the ARD
provinces increasingly are becoming a counter force to the inertia in
Bangkok. Through the Governor's Conferences about three times a year
and through other channels, the Governors are applying pressure for
more attention to local problems and demanding more of the resources
they need--from other RTG agencies as well as from ARD, Compre-
hensive five-year road construction plans are being completed for the

ARD provinces, based upon criteria worked out with the ARD Coordination
Committee,

~ARD is an important mechanism in the drive to allocate resources
to rural areas, From 1964 to 1968, RTG budget allocations for ARD were
the baht equivalent of about $25 million, It is anticipated that ARD will
require a baht budget of that size for 1969 alone, or $2 for each person
in the ARD provinces per year,

The ARD program also provides a valuable focus for innovation,
Through ARD 30 Mobile Medical Teams and 12 satellite units are now
treating about one million rural patients each year in the Northeast and
North, ARD stimulated the growth of the Amphur Farmers Groups,
giving far greater effectiveness in selected districts to the Ministry of
Agriculture’s farmers organization program, During the 1967 growing
season, 13 functioning AFG's extended B7 million in credit--an average
loan of $32~-to 11, 000 farmers, Repayments exceeded 95%., The
‘effectiveness of the AFG's requires further improvement, but a promising
start has been made,

Full and effective utilization of equipment continues to be a major
problem for ARD, USOM will continue to give the fullest attention to the
resolution of this problem, The Thai realize the seriousness of the task,
They must develop their own structure and capability to correct it, ARD's
success is, of oourse, measured not only in terms of utilization alone,
but also in the overall effectiveness of the program in bringing about
institutional changes which can have far-reaching effects in countering the
insurgent threat to Thailand.

Regional Concentration

RTG agencies have applied varying security criteria, but there has

been a wide measure of agreement, Designation of a province for participation

in ARD has become broadly accepted as a basic criterion for concentration
by most Departments and Ministries,
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The Village leader training programs of the Community Development
Department, the Developing Democracy Program, tambon police stations,
the majority of the Mobile Development Units, Mobile Medical Teams,
Mobile Trade Training Units, and Amphur (District} Farmers Groups are
concentrated in the most critical districts and provinces of the Northeast
and North. ARD road construction has been responsive to security
requiremerts as well as developmental needs. The Ministry of Agriculture
especially has a vital, as yet unfulfilled, role to play in the rural security
areas.

By far the highest concentration of RTG resources for counter-
insurgency is in the Northeast; increasingly, but to a secondary degree,
in the North, The RTG must also, of course, consider pressing require-
ments in rural areas other than the Northeast and North.

Developing Human Resources

The Ministry of Education has begun to respond to rural needs.
One of the Ministry's most valuable innovations has been the Mobile Trades
Training Units (MTTUs) which offer a means to provide new skills to rural
young people. Eleven MTTUs trained 8, 400 persons in 1967; 18 units will
train 12, 500 in 1968. Their capacity still falls far short of meeting the
need, however, and too little is being done to provide vocational agricultural
training as well as mechanical and service skills. The reach and effective-
ness of agricultural extension programs must also be improved through
more and better trained agricultural specialists, through an improved
research extension relationship, and better agricultural programs able to
attract interest and enthusiasm from agricultural officers and villagers.

Far more fundamental is the inadequacy of the educational system
itself in the rural areas, with its unrealistic curricula, shortages of
teachers and textbooks, and lack of opportunities for further education. (See
Section I, Aggregate and Sector Analysis, for a detailed discussion.)

Progress is also being made in public health programs, but short-
comings are extensive. The RTG is moving toward a more active family
planning program and is providing research and services on a broadening
scale which will reach 400, 000 women by 1970, but the RTG has not
adopted a clear national policy on family planning. The RTG is also
considering approaches to malnutrition problems in the rural areas.
Approximately 1, 000 health workers and paramedical personnel are being
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trained each year for assignment to health facilities in the ARD provinces,
and the Ministry of Public Health continues to build and staff rural health
centers at a rate of about 200 annually, The Mobile Medical Teams are
providing medical care to villagers in sensitive areas, (about one million
patient visits per year) despite less than ideal professional support from
the Ministry and administrative shortcomings in ARD, For many years

to come, however, many areas in the insurgency-threatened provinces
will remain without adequate medical services,

The outlook for control of major communicable diseases is better,
The malaria eradication program is behind schedule, but the annual rate
has been reduced from 180 cases per thousand in 1950 to 7 cases per
thousand in 1967 and endemic malaria areas should be reduced to a few
spots, mainly along the borders, by 1973, WHO is assisting the RTG to
reduce the endemicity of tuberculosis and leprosy, Effective control of
parasites, dysenteries, and other widespread debilitating diseases remains
a distant goal,

Senior RTG officials are beginning fo realize the great counter-
insurgency benefits which can be secured by providing health services to
villagers, but much remains to be done, Improvements in roads, water
supply, education and communications in the rural areas will help to over-
come the health problems of the rural areas, but further changes in the
attitudes of Ministry officials and the Thai medical profession will be needed,

Improving the Administrative Structure and Links With the Villager

Two channels exist for improving communications between officials
and villagers., One is the established administrative structure, which needs
to become more efficient and more responsive~-as well as to deploy larger
numbers of officials into the countryside, The second is the still very
scattered, incomplete, and uncoordinated patchwork of village organizations.
Such organizations have a largely-unrealized potential for involving the
villager in activities which have meaning to him, offer him a role which
clearly benefits him, and which establish incentives and institutions for cooper-
ation between villagers and officials,

RTG programs supported by USOM are helping to improve the
administrative structures between the villages and provinces and to provide
channels through which government services can reach the villages, To
some extent service to remote critical areas is beginning to be considered
by Thai officials, especially the Nai Amphur (District Officer), as an avenue
to advancement rather than evidence of banishment, The in-service training pro-
gram of the MOI's Departments of Local Administration (DOLA) and Community
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Development have up-graded the administrative abilities of local officials,
forced a“tentior. on rural needs, and developed increased responsiveness
to villag= requirements,

Cne of the most successful has been the Nai Amphur Academy.
One hundred sixty-three men have completed the Academy's intensive
9-month course., Fifty percent of the graduates have been assigned to
the Northeast, In-service training in counterinsurgency, stressing the
importance of positive relations with the populace, is emphasized in
police training,

It is clear that these programs are far from sufficient, and USOM
will continue to stimulate appropriate RTG training for officials of the
technical ministries as well as DOLA and the TNPD,

Short-course training programs for village leaders carried on by
the CD Department and DOLA's Developing Democracy Program offer
another channel, Both are designed to develop local initiative, show
villagers how they can solve local problems, and strengthen village
cohesion, Community Development has reached about one~fourth of
villages in all Thailand; over half of the effort is located in the North and
Northeast, About 300 CD village workers are trained each year to add
to, or supply replacements for, the approximate 1,500 CD officers who
are now working at the tambon and village level,

Since 1966, the DDP has conducted training in 408 tambons with
36% of the population in the critical North and Northeastern provinces,
DDP training concentrates on the tambon (township) and its council, the
sapah tambon, which has long existed in principle but is usually inactive,
The process streamlines the council, leaves the tambon headman as
chairman, and trains council members in problem-identification and
planning, Annual grants of 10, 000 {$500) for each tambon are then made
to the districts, Total grants for the first three years were the equivalent
of $500, 000, and reports on projects planned and executed by the tambon
councils show that two or three times this amount was contributed through
the council mechanism by villagers, Grants of baht, the equivalent of
$500, 000,are projected for 1969 alone,

Much remains to be done before CD and DDP coverage is adequate,
Expansion of both programs should be encouraged, and other initiatives
should be stimulated toward improving the effectiveness of the tambon as
an institution linking villagers with the district. The tambon is close
enough to the villagers to have meaning for them, The tambon council
organization and the tambon police stations can provide foci for this
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development, The RTG should be encouraged to make full use of the
existing legal mechanisms which permit tambons to progress through
various stages toward an eventual authority to tax, budget, and spend,

The coverage and effectiveness of farmers organizations is very
limited, and broad improvements are needed, Some progress has been
made, especially through the amphur farmers groups, but this must be
accelerated, One area for USOM emphasis will be attempts to improve
coordination among the half-dozen departments which are involved in
cooperatives and farmers' organizations,

Innovation and Response

The efforts by innovators within the RTG, supported by USOM, tfo
bring about a more effective RTG response to the problems of rural areas
are beginning to have an influence on the direction taken by the RTG, For
example, General Praphat, Deputy Prime Minister, Minister of Interior,
and Commander of the Thai Army, said in his speech at the ARD ProAg
signing ceremony May 31: '"The policy of this government is to support
the rural people to strengthen their economies and other factors in order
that they may resist danger and are able to preserve their freedom with
dignity. I, having been entrusted, as the leader in suppression, protection,
and prevention, wish to emphasize that preventive measures are the most
important work and must be done first, If we are able to effect sufficient
and timely prevention, we shall later have to perform little or no destructive
suppression work, Protective and preventive measures, in contrast to
suppression, will bring the by-product of development and progress to the
people, ,.. This work is intended to reach the rural people, to assist them,
and to bind them to our institutions as rapidly and as firmly as possible,...
If wie succeed in winning the people, the opposition will never have a chance
to harm us,'" It cannot be claimed that this statement is as yet representative
of the RTG's counterinsurgency operations, but it is a welcome benchmark
in the progress the Thai Government is making in devising a sound approach,

USOM is involved in supporting a marked increase in innovation within
the Thai Government, This process cannot be accomplished within a few
months or years, As in any government, there are strong, long-established
forces opposing innovation. The institutions and programs carrying forward
this innovation are not U,S. creations, However,the U.S. catalytic role
was important, and continued U,S, support helps to maintain forward move-
ment,

Basic problems remain, Departmentalism is still strong and intra-
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governmaeantal communication remains weak, Advances toward decentrali-
zation of resources into the hands of the governors are in progress but

could be reversed. It is important that there be a proper civil/military
balance in counterinsurgency operations. Thali initiatives toward establish-
ing a real relationship between the government and the villages must move
ahead rapidly. A satisfactory rate of resource transfer from urban areas

to the sensitive provinces and to the countryside generally must be maintained.
To an important extent, these favorable trends and encouraging movements
can be fostered and supported by the judicious application of U.S. assistance.

Yo =iy
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v, ISSUES

A, Self-help: Is the RTG making a sufficient contribution toward
the solution of its security and development problems?

USOM considers that the RTG's record of self-help is good but
can be improved greatly, The Thai overall economic performance has per-
mitted the RTG to take a bigger proportion of total resources for national
security and development. Tax collections have been growing at about 13%
per yvear, and government expenditures as a share of GNP have increased
from 10% in 1961 to 22% in 1967,

Major problems include regional disparities in income, A
concentration of economic growth in the Bangkok area has left much of the
population outside the improvements in per capita income reflected in
overall statistics., In fact, population increases have lowered the standard
of living in some areas.

Private sector development has been rapids Bank loans
have increased by 186% since 1962. 70% of total investment has been from
the private sector, and this investment has been increasing . by 15% per year,
Resources for private investment drawn from savings are very high, The
average savings of the economy equal over 20% of output and the marginal
savings rate has been over 40% in recent years, This high rate of invest-
ment has, however, also been concentrated in Bangkok and has not had
sufficient effect on national development.

Thai budget expenditures have been rising over 14% annually
over the past three years, nearly double the growth rate of GNP, Beginning
in 1968, the RTG appears to be shifting to greater deficit financing in order
to meet increasing demands for both security and development. The cash v
deficit during the first six months of FY 68 was 1.8 billion baht {$90 million) '
compared to a surplus of 1,2 billion baht {$60 million during the first half
of FY 67. .-

RTG willingness to finance adequate and increasing budgets
will be one measure of its determination to finance more adequately its
rural development as well as other major requirements, such as those in
the security field, The estimated feasible domestic budget deficit for Thai
FY 68 is B 5 billion, with the expectation that the actual deficit would be
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in the order of magnitude of B3 billion next year, Studies indicate (Embassy
A-1000) that such a domestic budget deficit could be sustained without serious
inflationary pressures, This is possible only because of the high level of
foreign exchange reserves, Thailand's propensity to import is relatively
high, The foreign exchange reserves would be drawn down as the increased
money supply resulted in increased consumer and producer spending--a
large part of which is for imported goods,

RTG overall public sector expenditures are about $1 billion

in FY 68 and will expand rapidly in FY 69 and FY 70, Budget allocations

to pressing security and development problems are predicated on two major
. considerations: (1) the amount which should go toc Bangkok and other relatively
developed areas to ensure continued growth, and (2} the amount required
for the Northeast and other disadvantaged areas, Contributions from the
World Bank and third countries are expected to supplement Thai and U, S,
contributions, In the process of meeting its national goals, both U,S, and
third couniry contributions are maximized by the RTG, In NEED and other
elements of the RTG, USOM is providing technical assistance in planning,

USOM intends to give explicit attention to priorities in the
use of Thai resources, This will be done through the NEED framework, the
e National Economic Development Board, the Budget Bureau, and the Civil
Service Commission,

All RTG projects supported by USOM and each sub-activity
have been reviewed and will continue to be re-evaluated to determine their
importance to U,5, objectives of helping the RTG build a strong nation
able to preserve its independence, Projects which are determined to be
of marginal importance or no longer of high priority are being placed on
a phase-out schedule, Care is being taken, however, not to jeopardize
past accomplishments by premature withdrawal of U, S, assistance,,

USOM has specific, short-term phase-out plans for a
number of projects in the technical assistance field which have been under
way for many years, USOM is also actively engaged in sharply limiting
or phasing out our support to lower priorityaspects of large projects
{such as the police project) which continue to receive an overall high
priority,

Every project provides for a phase-in of Thai commodity
support, timed to ensure that the Thai will be in a position to carry on
with projects after U,S, assistance ceases,

-
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U,S. inputs have been, and will continue to be, a declining
proportion of the total effort. The size of the U,S, input is not necessarily
an accurate reflection of the priority of an RTG program, nor of the priority
which the U, S, attaches to that program. For example, we accord to the
establishment of a village security program and the newly established NEED
program the same high level of priority as the Police and ARD programs,
but dollar contributions contemplated for the first two are small in comparison
to the USOM contributions to the second two, '

B. Foreign exchange reserves: How should the RTG apply its
very substantial foreign exchange reserves?

A prudent drawdown in Thai foreign exchange reserves should be
sought over the next several years through selective Thai dollar expenditures
for high priority security and development expenditures, Foreign exchange
reserves have risen by nearly $600 million since December, 1961 and currently
stand at $1, 053 million (as of April, 1968: IMF definition), equalling 11 months!
import requirements. U,S, military expenditures in Thailand, totalling $213
million in 1967 have been an important source of this increase. Estimated at
the same level for 1968, these expenditures are expected to be less than $150
million in 1969 because of the completion of military construction projects.

Serious problems confront the RTG in other sectors of the
economy., In 1967, total agricultural production declined by 8%, due to drought.,
The 1967-68 rice crop was 17% below the year before. Overall growth in GNP
was cut to 5%. As a result, agriculture commodity exports in 1968 are showing
marked decreases. Rice exports will probably be slightly over a million tons,
much out of 1966-67 crop stocks, as compared to 1,9 million tons in 1966 and
1.5 million tons in 1967. Export income from other crops such as kenaf will
also decrease. The deficit on commodity trade has increased in the past few
years, reflecting increased private and public investment in Thailand and the
stimuli to imports caused by U.S. military spending. Gold and foreign
exchange reserves increased steadily until September 1967; since then lowered
agricultural exports slowed the rate of earnings from this source, Over the
past eight months reserves have registered a slight decline.

The composition of exchange earnings has changed markedly,
In 1962 commodity exports constituted 84% of earnings; in 1967 this ratio dropped
to 63%., Projections assuming a gradual phase-down of U.S, military expendi-
tures indicate this ratio will rise to 75% by 1971.

&
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The increases in reserves since 1965 have tended to make
the recent declines in agricultural output less dramatic to policy-makers,
U.S. military expenditures have offset the decrease in export earnings
and the increase in imports, Allowing for the marked stimulation to
imports arising from U,S, military spending, these expenditures are still
estimated to have contributed over $100 million to reserves each year in
1967 and 1768,

It is estimated that reserves would drop to $442 million
by the end of 1971 if the U,S, military spending is reduced drastically in
mid-1970, and the RTG undertakes financing which could result in a domestic
budget deficit in the vicinity of B5 billion annually in 1968 and 1969, tapering
back to a deficit of B3 billion in 1970 and 1971, The level of reserves
resulting from such a process would represent approximately 3, 8 months
of 1972 estimated import requirements, It is doubtful, however, whether
the RTG will allow its reserves to fall to these levels, The probability
is that thev would take action~-import controls or other measures--to
prevent reserve drawdowns below $750 million,

Planned reductions in U,S5, military construction will
reduce dollar earnings from this source from an annual rate of $75 million
per year during calendar year 1969 to zero in calendar year 1970, It
is estimated that this reduction in U, S, expenditures would decrease
Thai domestic production through the multiplier effect by at least B3 billion
{$150 million),

The Thai can certainly afford to draw down their exchange
reserves, The drawdown of reserves will, however, tend to limit their
flexibility, In the context of Thailand's traditionally conservative financial
management, any drawdown of reserves will make it less likely that
Thailand would run the substantial budget deficits which are considered
essential if the government is to maintain a rapid rate of growth and make
available the resources needed for rural security and development,

Thai resources are not substitutable one for one for U,5
resources in a realistic economic sense, although they might be presented
in this way in a mechanical balance of payments analysis, Furthermore, when
the demands on Thai resources illustrated in Part I are considered, there
is a serious question whether the Thai economy could bear the strain if the
theoretical projections became real, The decisions on the utilization of
U.S, assistance depend primarily upon the means it will provide to induce the
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Thai to apply their resources effectively, and in adequate quantity, upon the
needs of rural areas,

C. Aid level: What is the appropriate level for A, I, D, assistance
to Thailand?

- Consideration of the U, S, aid level is based upon two assumptions:
1) a relatively protracted period of negotiations, perhaps accompanied by some
military de-escalation in Vietnam; 2) continued, and very possibly increased,
communist insurgent pressure on Thailand, during the resclution of the war in
Vietnam and following any settlement,

The U,S. Mission recommends $50 million for FY 1970 as
compared with the Congressional Presentation of $62. 8 million for FY 69,

The $50 million level is recommended as the amount required
to indicate continuing effective U, S, support for Thailand at a time when the
Thai are concerned over their security and the future of Southeast Asia, levels
of aid from third countries and international organizations are low, and Thai
foreign exchange reserves are expected to decline as a result of the anticipated
phase-down in U, S, military spending,

Given the degree of the present threat to Thailand. and Thailand's
generally effective development policies, USOM believes that U,S. objectives
in Thailand can be accomplished with this relatively low level of aid, The
U.S., Mission recommendation of $50 million is based upon the need to
demonstrate continued support--in terms of mutual interests, not a quid-pro-
quo--for the security and economic requirements created by the present
insurgency and the prospect of increased insurgency, This level of aid has
provided sufficient leverage in past years to get significant new programs
underway, It is believed that it will produce sufficient leverage to bring
about a further re-allocation of Thai development expenditures to fill needs
in critical sectors not adequately covered in the current Five Year Plan,

It also has been and should continue to be large enough to permit the U.S,
to maintain pressure on the Thai to re-allocate their own resources more
and more to counterinsurgency and development efforts in the rural areas,
It is believed that implementation problems can be solved and that Thai
expenditures for the programs assisted by USOM, already high, can be
substantially increased,
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D. Title IX: What measures can USOM undertake to further
Title IX objectives in Thailand?

Responsive government and other measures to involve rural
people in activities in their own interest are essential elements of effective
counterinsurgency efforts and are necessary to the long-term political
development and stability of Thailand.

RTG progress and problems, and USOM support, toward
increased decentralization of decision-making, improvement in the respon-
siveness and efficiency of the administrative structure, the development of
parallel local organizations, and improvements in human resources, are
discussed ia Section III, Evaluation. The Thai programs which have received
most of USOM's support in quantitative terms~-the ARD and tambon police
station programs~-~have been those designed to improve the responsiveness
of officials in the countryside. Like DDP, CD and other similar programs,
these activities relate closely to Title IX objectives, and all will continue
to receive priority attention from USOM,

Elections were held in late 1967 and early 1968 for the sapha
changwat (provincial assembly) and the tetsaban {municipal council}). Bangkok
municipal elections are scheduled for September 1968. Now that the Consti-
tution has been promulgated, it is anticipated that national elections will be
held early in 1969, It is not foreseen that any radical change in the composition
or basic policies of the Thai Government will occur as a result of these
elections, The electoral process, however, should make possible an improve-
ment in communications between people in the countryside and the RTG, and
somewhat more popular influence over the application of resources.

it i also reasonable to expect that the new, probably younger,
Cabinet formed after the national elections will open up wider opportunities
for the yourger, more innovative Thai officials who have been a principal
focus for USOM assistance,
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E. Power Structure: What position should USOM
take regarding the effects of U,S5, assistance
upon the power structure in Thailand?

The political power structure in Thailand is
complex, A,I, D, programs have inevitable political impact
and must be delicately managed with regard for Thai reaction’
to any appearance of support directed toward any one element,

U,S, policy seeks to use resburces and
persuasion to influence the RTG toward concentration upon the
security and development of the rural areas affected by insurw~
gency while avoiding involvement in the Thal political process,
Potential for performance is the criterion, not relations with
specific power groupings,

Good progress has been made by the U,S,
Diplomatic Mission in improving cooperation between the
Second Army Forward command in the Northeast and Civil
agencies of government, The commander now supports rapid
increases in police strength and expansion of development
activity into areas newly freed from CT activity, Collaboration
among RTG agencies and balance between security and develop-
ment in the Northeast and North is being urged, An effort
is being made to achieve Police-DOLA collaboration in the
village security force project,

Emphasis on the villager and on more responsive
local government may continue to encounter opposition from
Thais who retain the traditional paternalistic attitude toward
villagers and who fear loss of centralized political and adminis-
trative control, Emphasis on wider educational opportunities
often meets opposition from officals and other educated persons
who see a wider training base only in terms of more people
competing for official jobs, At the same time there are elements
within the ministries which see new programs and expanded
budgets as a welcome opportunity for empire building, Thus
USOM support and stimulus is being applied selectively with
care and tact,

'’
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There has been a welcome increase in NEDB and BOB
participation in program planning, but it has been achieved without
disruption of USOM!'s basic point of administrative and fiscal contact
with the RTG:DTEC, The NEED program under NEDB leadership, has
already had a certain measure of success in bringing RTG agencies
together in unprecedented concentration upon sectoral and functional
problems,

r. Private sector: Should USOM, in the context of an
overall program concentrated upon counterinsurgency,
support RTG efforts to promote private enterprise?

USOM policy in Thailand favors a substantial and
increasing role for private investment--both domestic and foreign,
Development is far too large a job to be done with resources available
only through government budgets, Private enterprise can bring resources
to bear on security and development problems which would be otherwise
unavailable, It also helps finance, through taxes, additional necessary
public sector expenditures,

Unlike many developing countries, the Thai private
sector is dynamic and relatively free of government control, The
Government has concentrated on the development of infrastructure
and is counting on the private sector as the main engine of industrial-
ization and agribusiness development,

USOM can provide risk insurance and help underwrite
feasibility studies for American firms, It can also provide advice and
assistance on a modest scale to the Thai agencies responsible for
promoting investment,

It is also proposed to help the Thai provide specific
additional inducements to entice Thai and U.S. investors to the North-
east and other rural areas, Incentives, including modest subsidies;
would be grovided as necessary in order to induce substantial investment
in the Northeast, At this time, this would be the only region recommended
for this type of U,S, subsidy.

The investment climate in Thailand is favorable, but too
little investment information is available, USOM assistance to the RTG's
private enterprise program is important precisely because U,S, assistance
is concentrated on a geographically focused counterinsurgency program,
Thailand's ability to meet the needs of its citizens requires vigorous,
countrywide private developmental investment,
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V. ALTERNATIVE AID LEVELS

The appended tables show the recommended $50 million program
for FY 70 and two alternatives: $60 million and $40 million, in the context
of the prior years, FY 68 and FY 69, and the projected subsequent years
of FY 71 and FY 72,

The $50 million aid level proposal reflects USOM's major strategy
concerns for FY 70, Highest priority is placed on the public safety sector
and on programs in the '""all other'" category, such as ARD, which play
important roles in the development of village-level institutions and links
between the RTG and rural people, Increased emphasis is placed in FY 70
upon human resources development, including both the education and health
sectors, Support channeled into the agriculture sector will also be increased,
The $60 million alternative is shown to illustrate program composition in the
event that developments in Southeast Asia require a significant increase in
the level of assistance to Thailand.

The figures under SA for agriculture, health, education and infra.
structure include provision for allocation of assistance by sectors, Sector
assistance will provide substantial leverage, applied through the NEED
mechanism and other channels,, to influence the activities of the various
RTG departments whose operations affect a given sector, This approach
will serve to stimulate coordination and responsiveness to rural needs,
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C=1: Gross National Product
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C-3: Central Government Finances
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