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FAR EAST AND PACIFIC
FY 1958 PROGRAM

Type o1 Assistance
{Millions of Dollars)
Country
Military Defense Tech. Other
Assistance Support Coop.
b
Burma 10.0 - - -
Cambodia 6.0 30,0 2,5 -
China -
(Taiwan) {40.9 68,0 3.0
Indonesia - - 7.0 !.Ow !
Japan 170.1 - 3.1 -
Korea 286.7 2700 7.0 -
Laos 8.3 40,0 2.0 -
7
Philippines 11,9 15,0 4.0 -
Thailand 152 | 200 5.0 -
Vietnam 40.7 2250 4.9 -
Regional and _ _ 0.5 -
Undistributed .
| = Asian Economic - _ -
Develop. Fund 47,5
Total 689.,8 668,0 39.0 48,5

gISpeciuI Assistance



FAR EAST AND PACIFIC

U, S, Objectiveg: To strengthen the will and ability of free
Asian countries to maintain their independence in the face of
threats of furthér Communist expansion and subversion; to give the
peoples of the area a justified sense of present material progress
and future hope for improved living conditions; to develop greater
unity and cohesion among free &sian countries; and to develop
closer bonds between free Asian countries and the United States.

U, S, Interests: The ten free nations of the Far East receiving
assistance under the Mutual Security Program constitute a sub-
stantial part of the strength of the Free World. The preserva-
tion of their independence and the strengthening of their free
govermments and institutions are important to the maintenance of
peace and are of major concern to the security of the United
States. If any should fall into Communist hands it would be a
significant strengthening of the Sino-Soviet bloc with ominous
implications for our security position; if all should fall it
would be a major disaster to the Free World.

The United States has made clear its determination to aid in re-
sisting further open aggression in .this region. Security treaties
have been signed with Japan and the Republics of the Philippines,
Korea and China. The United States has joined with the Philip-
pines, Thailand, Australia, New Zealend, Pakistan, Great Britain
ard France in the SEATO treaty of alliance against aggression in
Southeast Asia, The ANZUS treaty links Australia, New Zealamd
and the United States in a defensive alliance., The obligations
that the United States has assumed under these defense arrange-
ments would be more difficult to fulfill should any portion of
the region be lost to the forces of International Communism, If
this system of defensive alliances is to serve its purpose, our
allies must in every way be strong enough to do their part.

The free nations of the Far East have special strategic signifi-
cance because of thelir location along the perimeter of Communist
China and Soviet Russia. They include the island chain, which
is our Pacific defense line, and the areas that lie astride the
Free World's air and sea comunications that link together the
Pacific region, South Agia, the Middle Fast and Burope. The
military forces of these Asian nations increase significantly
the Free World's defensive capability. They are a powerful
deterrent to aggression in Asia.

Mutual Security Program

THE PROGRAM FY 1956-58
( $ Millions)
President’s Fund for
Economic Development |,58 8
Technicol Cooperotion 48
D e B
1,437 3479 1,445
Other
NRRRRO0OR. T JORR0s00en 48
Speciala, F555003 9T
Assistance
Defense
Support
712 e 569
Military
Assistonce 690
686 686
FY 1956 FY 1957 FY 1958
( Proposed Program)

U, S, Pro s The total Mutual Security Program proposed for
FY 1958 is %1,397.8 million, of which $689.8 million is for Mili-

tary Assistance, $668.0 million for Defense Support, $39.0 mil-
lion for Technical Cooperation, and $1.0 million for Other
Programs (Special Assistance).



FAR EAST AND PACIFIC

Of all the countries in the area only three, the Republic of
China, Thailand and Japan, existed as independent nations before
World War II., With independence the peoples of these new coun-
tries have for the first time in centuries begun to have great
expectations for the future. One of the insistent expectations
of thelr new nationalism is improvement in their greatly depres-
sed standard of living. Whether they are successful in realiz-
ing this expectation and whether in so doing they are assisted
by ourselves or by the Communists, may well determine the answer
to whether these newly independent countries are to remain in the
Free World. Measures that will further the economic aspirations
of the people are as important to the preservation of the freedom
of these countries as are military measures undertaken to counter
internal and external threats to their security. We therefore
attach the greatest importance to helping the free countries of
the Far East to develop their economies and to improve the lot

of thelr people.

The area contains important sources of raw materials vitally
needed by military and eivilian industries of the West, such as
rubber, jute, copra, tin, tungsten, graphite and chromite. It

also contains important supplies of petroleum, manganese and
bauxite. It now provides markets for some products of U, S.
industry but has the potential for absorbing a greatly ex-~
panded volume of exports from the United States. Once the
countries of the region are able to achieve a higher standard
of 1living, their increased purchasing power will make them
even more important trading partners of the United States and
other free nations.

International Communism has already won a major base in Main-
land China and from this base is in a stragegic position for
extending its power through all of the Far East. Two-thirds
of the 900 million inhabitants of the Far Eagt are now under
Comunist rule. The fact that Communist China is now utiliz-
ing a wide range of tactics including direct military threat,
subversion, economic seduction and smiles has broadened the
battlefront of our struggle against Communism. The challenge
presented to us demands that we continue to help strengthen
the defensive capability of the friendly nations of the Far
East and also assist them in achieving political stability and
increasing economic strength.



FAR EAST and PACIFIC- PROGRAMS FOR ECONOMIC ASSISTANCE (including Defense Support )

TREND OF ECONOMIC ASSISTANCE

{ $ Millions)

1951 1952 1953 1954 1955 1956

U.S. Fiscal Yeors

Support
k6684

1957 1958

(Proposed)

FY 1958 PROGRAM - Defense Support, Economic and Technical
{$ Millions)

PROJECT 178

Transportation

Industry
and Mining

Health and
Sanitation

Agriculture and 7
Natural Resources

Education

Public
Administration

Qther

NON-PROJECT 530

Surplus Agr.
Commodities

Qther Agricultural
Commodities

Raw Materials
and Fuels

Machinery and
Equipment

Other Industrial
Commodities

Other

7
ASIAN FUND ) 48




FAR EAST and PACIFIC—PROGRAM BY FUNCTION

TOTAL PROGRAM

Technical Cooperation
2%

Development Assistance

FY 1957 $ 1,588 million

Special Assistance
Technical Caoperation

e 3%

Asian Development Fund \
3%

958 - $1,445 million

686

1956

686

690

ssistance

1957

1958

( Proposed)

TREND BY FUNCTION

($ Millions)

1956 1957 1958

( Proposed)

U.S. Fiscal Yeors

Development Assistance
34

P2ZZZA I i

Technical Cooperation

Other Programs

48 48
A\
A}flon Development Fund

Other

1956 1957 1958

( Proposed)




Shaded areas are Security classified
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FAR EAST AND PACIFIC

REGIONAL DISTRIBUTION OF FY 1958 PROGRAM

By Function and Country

(In thousands of dollars)

Total
Military " Defense Mutual Defense Technical Other
Country Total Assistance Support Assistance Cooperation Programs

Far East and Pacific

Burma 10,000 10,000 - -
Cambodia 38,505 6,005 2,500
China (Taiwan) 211,920 140,920 3,000
Indonesia 8,000 - 7,000
Japan 173,245 170,145 3,100
Korea 563,738 286,738 7,000 -
Laos 50,276 8,216 2,000 -
Philippines 30,877 11,877 4,000 -
Thailand 40,195 15,195 5,000 -
Viet Nam 270,573 49,673 4,900 -
Regional and Undistributed 500 - - - 500 -
Subtotal 1,397,829 689,829 668,000 1,357,829 39,000 1,000
President's Fund for Asien
“Economic Development 47,548 - - - - 47,548
Total Programs 1,445,377 689,829 668,000 1,357,829 39,000 48,548

a/ Excludes $3 million proposed under world-wide Malaris Eradicetion Program.
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FAR EAST ARD PACIFIC unauthorized individuals, All

other material is unclassified.

MUTUAL DEFENSE ASSISTANCE PROGRAMS

Summary by Country

(In thousands of dollars)

PrOjram
FY 1956 FY 1957 FY 1958
Military Defense Military Defense Military Defense
Country Assist. Support Total ~ Assist. Support Tg_‘ta.be _A_‘_sﬂsist»_._ _ _Suppqrt Total .

Far East_and Pacific ‘

Burma - : - - . 10,_000

Cambodia 10,124 b2, 747 30,000 36,465 6,005 3

China (Taiwan) 147,341 70,008 80,000 222,503 140,920 :

Indonesia - - , _ - . .,

Japan 65,861 - 65, 861 T0b - N 137,708 170,145

Korea 411,159 321,870 733,029 311,235 300,000 s/ 611,235 286,738

Laos k,351 47,652 . 52,003 6,305 k3,700 50,005 = 8,276

Philippines 10,848 23,200 34,048 39 28,913 k2,311 13,877

Thailand 17,132 29,460 : 30,000 43,276 15,195 2

Viet Nam 18,81 198,827 250,000 305,089 0,613

Regional and Undistributed 46h b/ -21,687 ¢/ 20,887 4/ ‘»éqf,astg. .

Total Programs 686,095 712,077 1,398,172 685,974 783,500 1,469,474 689,829 668,000 1,358,829

a/ Includes $3.5 million for OEC Dependent Housing,

b/ Indochina.

_cJ Prior year recoveries used for FY 1956 Programs.

y Consists of funds which have not been programmed at this time for firm uses but which are being held available for

requirements currently being evaluated.



FAR EAST AND PACIFIC — MILITARY ASSISTANCE PROGRAM

*

($ Millions )

FY 1950 - 57 Program

FY 1950-56
7

Cumulative Expended
Funds * through
FYI950-58 Feb. 28,1957

Includes Local Gurrencies

M.A.P SHIPMENTS OF EQUIPMENT AND SUPPLIES**

($ Millions)

1950 1951

## Excludes Acquisition Cost of Excess Stocks.

1952

1953

Calendar Years

1954

1955




FAR EAST AND PACIFIC Mutual Defense Assistance

Mlllfory Assusfdnce

OBJECTIVES

An limited éetense o.f their
cified in the objectives for each
y, and, in certain countries to contribute
.t‘ense armgements. '

MAJOR COMBA.T FORCE OBJ'EC'I'IVES

aund: 9k Divistions or Diviaian Equivalents (inciuding

_ Marines)
405 Naval Vessels
90 Squadrons (including Naval Air Arm)

! S : t Regilon, it is proposed ’oo continue
militnry n,id progrm in the amount of .8 milliocn. Of
this smount $496,1 million is for maintenance of forces and
*19307 million is Pfor force ilmprovement.

; Beginning with FY 1958, nearly 80% of the total require-
ments for U.S. military asaistance will be for the recurring
costs of maintenance as buildup is completed. However, addls-
+tional or more modern equipment may be required to counter the
Chinese Comminist threat as it develops in the future. The
primary items still to be shipped are jet aircraft, some of
which are prograzmed in FY 1957. i

Philippines - 'Ihe FY 1958 Program will be devoted minly
%o the tenance of our previous military investment. lsos
- The FY 1958 Program will supply spare parts, some training
ammnition, and a swall amount of new eguipment -- &ll to im-
prove present force effectiveness. Thalland - A small amount
of bulldup in addition to supporting the existing forces is
programmed. Cambodis - The program will provide spare parts,
#some training, smmmnition, comstructlion and consumablie itema
and very limited equipment replacement. Viet-ﬁam Spare .

parts, construction and consumeble itema,” I:Tiited replace-
mm of materiel is pragmmeﬁ.

Korea - Requirementis for spare parts and cwponents are'
partima' heavy bec : :

ESTIMATED OBLIGATICNS AMD EXPENDITURES (Dollars in thousards)

Cumul FY 1957
thru ‘o ‘o ota Unliquidated
FY 1956 (PEA 6530/57 Tore! PP
Ol | $3,349,185| $3u0,64k | $26h,3kh| $604,958 | $780,257
Ex. | 2,635,884 327,697 210,305| 538,002 -

PROGRAM (Dollars in thousands)

) FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
34,058,351 1/ | $686,095 1/ $685,974 $689,829
CONTENT OF FY 1958 PROGRAM
No. Description Value
150 P.86D Aircraft $ 3,956
28 Ppv.? Alrveraft 32,200
3 F.86D Training Set k,560
- Class IV Mods (TOC Kits) 3,897
3 Coastal Minesweeper (MSC) 7,020
26 Tank, Medium 1,606

1,905 8 496
490,589 Cartridge, Cal. .3o§a.u tyyes)?u Rds) 48, 89&
424  Cartridge, 4Omm all types)(M Rds) 2,116
106 Shell, HE, 155mm Howitzer (M Rds) bkt
616 Rocket, 3.5" (M Rds) . 8,430
128,507 Rocket, 2.75" FFAR HEAT 5 654
 Thh AR/ARN-21 Class V Kit 4o

Vehicle Rebuild
A:chraft, Initial Spare Pa.r‘bs

Followwon Spare Parts

. Gonstmction and Consumables
: - %her o

1/ Includes $13,806 ICA-DFS

Truck, 2 1/2 Ton, 6x6,Dump(all models)

Equipment and Supplies Purchased to 31 Dec. '3 s

‘Progrommed from Excess U. S. Stocks to 31 Dec. '56 5 203,513




Far East
equipment. Over $100 million s yesr is required £
clothing, and all of the petroleum products, plns mos
econstraction and equipment are provided at U.S. expens
major items of buildup projected for the future ere je Ce
fighter bombers. J& - The progrem is designed to enab:l.e
the Japanese to build up their air force to 30 squedrons,
maintain or slightly increase thelr ground forces, and add to
thelr naval force.

FY 1950-1 PROGRAM: Equipment, supplies and services valued
at & ,053.% million, have been programmed to equip and train
forces in meeting force levels mutually agreed upon by the
respective governments of the countries and the U.S. These
force levels have varied according to the resources . manpower
financial, and other - possessed by the iadividual country
and the scope of the Communist threat with which it is con-
fronted.

In Korea, with United States help, the largest non-Com-
munist Army in Asia has been organized and maintained. Since
the suspension of hostilities (Korean War), the South Korean
forces have been reorganized, equipped and more adequately
tradined; thelr efficlency contindes to improve. .

The remmants of the Chinese Natlonalist Army fled to Tai-
wan in 1949 and 1950. An effective Pighting force has been
‘oreated in Taiwan and the offshore islands by means of (1) an
intensive training campaign; (2) deliveries of U.S. military
equipment and supplies;: (3) advice of our Military Assistance
Advisory Group; (4) an increase in the efficiency of the
Nationalist militery establishment, and (5) the slow absorb-
tion :0f the indigencus Talwanese population into the military
effort. The GRC forces have the capebility of defending Tai-
wan and Penghu with U.S. naval and air support. The forces on
the offshore islands are strongly entrenched and have the cap-
abillity of conducting a spirited defense.

The United States, under the Special FECOM Reserve and the
Military Assistance Programs, has provided the encouragement
and assistance necessary for Japan to undertake and pursue the
developnent of defense forces under proper Japanese soverelgn-
ty and control. Through such assistance, Japan has assumed
full responsibility for the Ground Defense of Hokkaido and
Kyushu as well as to play & progressively greater: defense role
on l&nd and at sea elsewhere in Japan. United States! dsalsta
;anee ‘has ensbled Japsn to commence the development of an air
defense force, begin production of modern air defense alr-
oraft, and plan for the eventual turnover of the Japan air

10

defense responsibility t

.vapan..
MILITARY CAPABILITIES OF THE FAR EAST:

For purposes of dis.
cusgion, region may be divided into Northeast and South-
east Asia areas. Two of the countries of Northeast Asia -
Taiwan and the Republic of Korea - have large military forces.
On: Tadiwan snd the offshore islands there iz an symed force of
approximately 557,907 men; South Korean forces number 677,000
These conmbat-ready forces are capeble of providing & strong
defense 'of limited duration egainst Communist forces, thus
constituting the major military asset of these two countries.
Japan has a much smaller force - approximately 186,000 men.
It 18 expected that Jepan will build and maintein & larger and
more effective balaunced force than it has at present.

Mountains end tropical forests assist Burma, Thailend,
Cambodia, Viet-Nam and Laos by providing obstacles to the
movement of heavy equipment and by furnishing natural cover
for guerrilla warfare. The Philippines are protected natur-
ally only by a water barrier, but once an enemy has landed, he
is faced with the naturel obstacles mentioned above. In addi-
tion, the determination of the nations of Southeast Asia to
maintain their independence cannot be overlooked. Most of
these countries have had a burst of nationalism in the post-
World War II era and would resist domination by China or Rus-
sia in the guise of World Communism.

FAR EAST LIMITATIONS: ‘The paucity of resources; and except
for 5apan, the illiteracy of the people; along with poverty
and diseage are limiting factors. Because of economic limit-
ations most of them bhave military forces which can only main.
tain internal security. The defensive capablility of the small
nations would be almost nil should large Comminist forces ac-
tually penetrate their borders. The United States would be
depended upon for defense In such circumstances. All three
countries are dependent in large measure on American aid sup-
plies, conventional equipment and/or new weapons. Japan, &-
lone, has the potential to become falrly self-sufficient mil.
itarily; only Japan has the requisite industrial potential .

THE OUTLOOK: It is obvious that the defensive gtrength of all
of Free Asia, and especially of the Far Bast, must be main-
tained under present world conditlons, However, foree levels

are belng re-exsmined to determine their walidity in the light

of changing U.S. strategy and improved wespons for defense.-~
hence the problem will be one of maintaining and modernizing

those forces, and improving efficiency. -



FAR EAST AND PACIFIC

Military Assistdnce

PROGRAM AND OBLIGATIONS SUMMARY
(In Thousands of Dollars)

Programs

Estimated Obligations

Country

FY
1950-57

FY
1956

FY
1957

Proposed
FY 1958

Cumulative
| 30 June 56

7/1/56

2/28/57 | 6/30/57

Total

Estimated
Unliquidated
Obligations
30 Jun 1957

TOTAL
Burma

Cambodia
Indochina a/
Indonesia
Japan

Korea

Laos
Philippines
Taiwan
Thailand

Viet-Ilam

a/ Indochina includes
French Expedi-
tionary Corps.

1,058, 351
2

52,593
683,957
3,903
L83,519
699,870

38,000
arm7e8 |

10,124
el
o

- 65,861

k11,159
h,3§;f5’if;f
. l0:3§@§;1 f

S 686,09a$ 685,97%r
'6,u55.'

20,00 b 20 2

60,172 |

| suosl 2,95 |

80,2

L]
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PROGRAM AND EXPENDITURES SUMMARY
FAR EAST AND PACIFIC {In Thousands of Dollars)

Programs Estimated Expenditures Estimated

. 1 1957 Unliquidated
FY FY FY Proposed Cumulative 7/1/56 Obligations

3/1-
Country 1950-57 1956 1957 FY 1958 30 June 56 | 2/28/57 | 6/30/57 Total 30 Jun 1957

1$ 689,

829

1$ 210,305

$ 780,2
(200);  (e00f |

27
1&8: : i

11,468 | 2h,8e b, 323
(76,018)| (156,004) 2,723

ol 0 3
20,160 | 64,7661' 249,060
229,232 | 135,703 | 150,887 | 286,590 170,778
26,200 1,700 ‘ k,993
k2,371
205,83
28,685
wie

38,000) ,
177,768 10,‘:'" 13,38 | 11,877) 108,280 | 11,300
11,362,732 w73 | iha',_sos | 10,920) 960,h07 | 111,300
.z;“"".:,gig_l;,ﬂ'?{o; 17,132 1_3,276: 15,195 ,:,‘_"3;83,2'53;; : 16,400
."399’293 18,84 | 55,089 | W,673) 160,189 | 73,300

8/ Indochina includep
French Expedi~

..... e 'Négd; .
tive Figure.




Defense Support

FAR EAST AND PACIFIC

Program Objectives: To assist nations of the Far East to
meet, without serious inflationary effect, the local costs of
armed forces required to maintain internal security and re-
sist 1imited external aggression and which the nations are
unable to finance with their own resources; and to give eco-
nomic assistance for other activities necessary to insure the
internal economic and political stability that is needed for
sustained support of the military effort and the continued
gsecurity of U, S. bases.

Accomplishments: Defense Support assistance has been given
to the Republic of China (Taiwan) since FY 1951, and to Cam-
' bodia, Korea, Laos, the Philippines, Thailand and Vietnam
since FY 1954. This assistance has been an indispensable
element in the ability of these countries, with whom the
United States has mutual defense arrangements for the most
pert, to maintain and strengthen the effectiveness of the
more than 1,500,000 men in thelr military forces.

Without such assistance, a number of the countries involved
would hsve been unable to finance troop pay and other essen-
tiel costs without substantial price inflation. With it,
ressonable stability has been maintained while the strength
and effectiveness of the forces was being improved with other
U. S. aid in the form of militery end-items and training.
Among these military forces are the 21 active and 10 reserve
Korean divisions, constituting the world's fourth largest
army; the well-trained and equipped Chinese forces on Taiwan,
prepared to offer stiff resistence to any invasion effort;
and forces in the remsining countries which are meking their
contribution to peace and Free World security.

Defense Support programs have also enabled these seven coun-
tries to rehabilitate and build transportation facilities
essential for the mobility of security forces, but also im-
portant for economic development and political control. 1In
Korea, the railway network, severely damaged during the re-
cent peninsular wer, again is approaching good operating con-
dition. 1In the Philippines, roadbuilding equipment supplied
with Defense Support funds has helped in the construction of
a national highwey system, and U.S.-financed dredges have
helped improve harbors. A substantial proportion of Defense

ESTIMATED OELIGATIONS AND EXPENDITURES ($ in thousands)

Comol., FY 1957 ESTlMAT'E
thru
FY 1956 Vst | ehom Tl | e

Cébligo:ons .......... 3,529,712 8/ 475,861 307,639 783,500 XXXXXX

xpenditures oereewy 2,700,995%| 509,689 | 276,191 | 785,880 826,337
SUMMARY OF PROGRAM
FY 1956 FY 1957 Proposed FY 1958

Totel oo 72,077 ¥/ 783,500 668,000

PROJECT ASSISTANCE

Tecijnicions ................ 2’387 5’525 7,&0

Participants .....cceeeeveenen 613 1’380 1’950

Ccmnj Services ............ 20,030 28,740 19’735

Supplies & Equip. ........ 1109,692 207,852 1%,670

Contr. to Coop. Service .. - - -

Other cvieereverivieneininnenns 939 3’460 2’1w
Total Proj. Asste .ceeenee 173,661 2/&6,957 137,%5

NON-PRQOJ. ASSIST.,

Agric, Commod. Total .... l&.i E; m 1§Z,200
SUrPIUS civeriecrennnnnnenses 109,1 98,570 98,2m
Other ..ce covvrseccaranenenns 77,371 78,965 89,7(”

Indus, Commod. Total .... M 21:_.608
Raw Mat’ls, & Fuel ..... 225,6(9 223,415 231’635
Machinery & Equip....... 42,547 51,2& “,280
Other Ind, Commod. ..... 42,617 52,985 38’220

Cash Grants ..ceeeenicrcnenee 62,797 31)400 8’300

Other vvverseseerreeree -21,687 &/ - -

Total Non-Proj. Asst. ... 538,416 1_3,/ 536,543 530’335

a/ Includes Japan Sec. 550 Defense Support Programs of $10,717
thoussnd shown in country table under Economic and Technical
Cooperation.

b/ Net amount provided from FY 1956 appropriations.

¢/ Prior year recoveries used for FY 1956 programs,

13




FAR EAST AND PACIFIC

Support agsistance has been used in Thailand, Vietnam, Cembodia
and Laos to rehabilitate and construct roads, including some des-
troyed in fighting and others required to link the principal geo-
graphic regions. Notable among these projects are the Northeast
Highway in Thailand; the Port Highway in Cambodia, connecting the
capital with a new seaport; the Number 1 coastline highway in
Vietnam; and the railway, ferry and highway elements in the im-
portant transportation route between Bangkok and Vientiane.
Defense cababilities also have been increased by electiric power
and telecommunications facilities constructed with Defense Sup-
port furds.

Serious emergencies have also been met and constructive economic
activities underteken which were required to preserve internal
order, avoid popular discontent with military efforts, and reduce
the danger of Communist subversion. The most important of these
emergency activities was the successful reception, care and final
settlement in Vietnam of some 660,000 civilian refugees from the
Cormunist north. The politicael and social effects of the mu-
merous Defense Support projects which have been insirumental in
increasing the production of foodstuffs and manufactured goods
have also been substantial.

The rural development activities supported with Defense Support
funds in the Philippines have been a substantial factor in elimi-
nating the Huk menace and helping to maintain the contimed
security of United States military bases. Malaria control pro-
grams have made it possible to eliminate this serious disease
from large perts of Taiwan, the Philippines and Thailand, thereby
improving the effectiveness of civilian populations and military
forces occupying those areas. Substantial progress in the con-
trol of malaria also has been made in Vietnam, Cambodia and laos.

Constructive developments of this kind, which have given employ-
ment and contributed to the well-being of the people, have
bolstered hopes for improved living standards and continued na-
tional independence, and have constituted thereby an important
factor in sustaining a less tengible but nonetheless essential
ingredient of successful defense efforts.

A very important accomplisiment of Defense Support assistance has
been its impact on the efforts of countries in the Far East to

help themselves. China (Taiwan), where Defense Support aid has

4

been provided long enough to show concrete results, is a case in
point. Between CY 1952 and FY 1957, the combined revenues of the
central and provincial govermments have increased by approximately
139%. Military budget expenditures financed from Taiwan's own
resources during the same period increased by 15%. Meanwhile,

the proportion of U. S. ald financing for the military budget de-
creased from approximately 21% to 16%.

0 FY o)

Economi Political Background: At a time in their history
when the seven Far East nations receiving Defense Support aid
have not yet developed the capabilities to finance the cosis in-
volved, their security and independence require that they main-
tain large military forces and simultaneously undertake energetic
programs of economic development. It is to this set of circum-
stances that their present economic difficulties can be traced.
Korea's FY 1957 reverues, for example, are expected to exceed the
amount required to finance its normal govermment activities, but
the balance remaining after meeting such costs is only sufficient,
it is roughly estimated, either for one-half of its defense amd
police requirements or for one-third of the projected development
program, but not for both. Furthermore, Korea's exports provide
for no more than 10% of its large import needs.

Although reveme increases in China (Taiwan) have reduced require-
ments for external aid to support military forces, the direct con-
tribution by the U, S. to the military effort there is still
significant, and substantial outside assistance is needed if
Taiwan is to continue the good progress now being made toward
self-support. In Vietnam, budget revermes available to meet the
cost of military forces satisfy only about 10% of the total re-
quirement, and a substantial amount of additional assistance is
needed to continue the rehabilitation and construction of that
new Nation's transportation facilities, to resettle its displaced
population, and to move forward with the constiructive program
needed to consolidate the striking gains made over the past two
years. In Laos, domestic revenues in 1957 are estimated at $2.9
million equivalent, less than required to meet even civil expen-
ditures, despite the fact that such expenditures would provide
only the minimum of normal govermment services in urban areas and
practically none at all in rural areas. Nothing is available out
of domestic revenues to finance the cost of Laos' armed forces
and essential development activities,
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‘n each such situetion, damaging inflation threatens as the re-
mlt of heavy spending for military purposes. Unless adequate
pasures are taken to dampen inflationary pressures, the certain
esults are a deteriorating economic situestion and a loss of both
ivilian and militery morale, which could seriously impair the
111 to support defense efforts, decrease the effectiveness of
he forces themselves, and undermine presently close associations
rith the Free World.

a:..3rpolit1ealiy13, and sconomics

ation looks favorably uwpon their continused existence.
f the inability of the Philippines to finence its own defense
.osts and concurrently provide the services and economic develop-
ient required to maintain such stability, Defense Support assis-
ance is needed until such time as the Philippine economy has
eached a more advanced stage of development. In Thailand, like-
dise, although budget deficits are currently on the rise, even
reater expenditures than at present are required in order simul-
aneously to maintain a satisfactory defense posture and provide
‘or the development and growth of the economy necessary to
atisfy internal demands for economic betterment. Defense Sup-
ort assistance makes it possible to undertake essential activi-
{es which the Thai Government would not otherwise be able to fi-
ance.

roposed FY 1958 Defen ort Program: The $668 million pro-
osed for Defense Support assistance in the Far East in FY 1958
epresents a decrease of approximately $115 million below the

Y 1957 level., This decrease reflects a program more restricted
n scope than in previous years, in accordance with the proposed
edefinition of the Defense Support category currently being
ubmitted to the Congress.

roposed, accou:
bodia, Laocs, the Philippines
s the romatning 156, or §105 atllion.

pproximately $530 million, or 80% of the $668 million total,
411 be used largely to finance the importation of saleable com-
odities from which will be derived the local currency required

Shaded areas are Security classified
and must not be Jiuulgtd to
unauthorized individuals. oAl

other material is unclassified.

to support military forces and development projects without in-
curring serious inflstion. It is estimated that the local cur-
rency to be programmed during FY 1958 for the direct support of
military activities will be the equivalent of about $307 million.
This figure represents approximately 46% of the total Defense
Support funds requested for FY 1958. Between 75 & f this
amount will consgtitute direct contributions to the military
budgets of Korea and Vietnam, Substantial sums also are in-
cluded for the support of the military programs in Taiwan, Cam-
bodia and Laos. It is also planned to program local currency
to finance the construction of military barracks, training and
air defense facilities, and roads in the Philippines and to meet
the remaining cost of defense support projects initisted in
Thailand in previous years.

The balance of the proposed Defense Support funds will be used
to finance non-military projects essentiaml to the defense effort.
This assistance includes local currency support to be provided
from the balance remaining after the allocation for military
purposes already described. Tt also includes neerly $138 million
of project funds to finance the direct dollar cost of machinery,
equipment and supplies.

Approximately one-third of the $138 mil11ion proposed for project
aid will be devoted to the rehsbilitation and construction of
highway and rail transport facilitles, needed both for military
and economic purposes. Funds would be provided to continue re-
placement of outworn steam locomotives with diesel engines for
the Korean National Railway. Within two years, resultant fuel
savings are expected to equal the cost of the new diesels. Pro-
vigion is also made to continue the substantial highway programs
in Vietnam and Thailand. Funds are proposed in the program for
Thailand to complete the Northeast Highway, construct the stra-
tegic Pitsanoluke-Dansai Highway in the north, and improve the
strategically and economically important Bangkok-Saraburi High-
way. In Cambodia, assistadce is planned which would continue
construction of the Port Highway and rehabilitation of existing
roads and bridges of the national highway system.

A second one-third of the proposed project funds would finance
additional electric power generating and distribution capacity,
and telecommunications facilities. Rapidly growing industries
in Taivan have outstripped the power available, and Korea still
is seriously deficient in electric power. Additional generating
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and distribution facilities are proposed for these countries.
Defense Support funds proposed for Thailand, Laos and Cembodia
algo include some assistance for an expansion of power facili-
ties.

It is planned to use the balance of the requested project
funds to finence improvements in health and sanitation faci-
lities, the cost of police forces, and the expansion of food
production in countries where present output is fer below
: needs, Korea being a prime example, .

forces which are used

In order to help restore agriculture and im-

Subatantial scs

Shaded areas are Security classified
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other material is unclassified.

prove village life in Vietnam, Defense Support aasistance
is proposed for the resettlement of uprooted people on land
now idle, livestock improvement, and the extension of heelth
end sanitation services. It is also planned to provide
supplies and equipment needed to intensify maleria control
activities in Cambodia and to aid in the constructior of
sanitary wells in rural arees and the improvement of weter
systems in a few selected urben centers. For the Philip-
pines, substantial eid is proposed for rural self-help pro-
grams in the congtruction of feeder roads, elimination of
unsanitary conditions and improvement of agricultural
practices, end for the completion of potable water systems
and control of maleris.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

FISCAL YEAR TCosT ﬁi%éjzfé Mo o LABOR "aND || epucaTion AOMINIS- %%:\Z%:Lé?g: G;SEEC.L

RESOURCEs | MINING SANITATION TRATION | WELFARE | | {NEG(S

Actal FY 1956 cevvseerrseessessesrsseessenens 173,6A1 12,60 59,644 62,938 44 8,284 2,511 2,372 16,704 8,563
Estimate FY 1957 iccvcrcrsinsnnsniconarcancsanes 246,957 19,095 78,185 99,742 25 15,380 4,910 8,055 7,725 | 13,80
Propased FY 1958 ...ueeeeererrresrecsreesnanens 137,665 95265 39,925 45,240 25 13,950 7,785 6,505 7,215 7,755
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ECONOMIC AND TECHNICAL COOPERATION

Summery by Country

(In thousands of dollars)
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other material is unclassified.

Program *_
FY 1956 FY 1957 FY 1958
Tech. Develop. Other Tech. Develop. Other Tech. Other
Country Coop. Assist. Programs Total Coop. Assist. Progrems Total Coop. Programs Total
Far East and Pacific ’
Burma - - - - - : - - -
Cambodia 1,941 - 1,02 2,343 2,000 2,000 2,500 - 2,500
China (Taiwan) 3,284 - - 3,284 3,550 3,550 3,000
Indonesia 6,995 k,2000/ - 11,095 7,000 26,000 7,000
Japan 950 - - 950 2,300 2,300 3,100
Korea, 4,998 - - 4,998 5,500 - 5,500 7,000
Laos 1,000 - - 1,000 1,500 - 1,500 2,000
Philippines 5,881 - - 5,881 5,000 - 5,000 4,000
Thailand 4,996 - - 4,996 4,500 - 4,500 5,000
Viet Nam 3,472 - - 3,471 4,500 - 4,500 4,900
Regional and Undistributed 259 - - 259 750 - 750 500 - 500
Subtotal 33,775 h,loob./ ko2 38,277 36,600 34,000 70,600 39,000 1,000 40,000
President's Fund for Asian
Economic Development - - 252 252 - - 18,000 48,000 - 47,548 47,548
Total Programs 33,775 b4 ,1ooy 654 38,529 36,600 34,000 48,000 118,600 39,000 48,548 87,548

a/ Excludes $3 million proposed under world-wide -M&lag_ri&ﬂra@diégﬁ nProgram
y Funded from President's Fund for Asian Economic Development. ' '

1



Economic & Technical Cooperdtion

FAR EAST AND PACIFIC

{Excluding President 's Fund

Pro Obiectiveg: To demonstrate U, S. interest in the
economic and social progress essential to maintain the inde-
pendence of free countries of the Far East; to assist in
improving technical, management and administrative capabili-
ties and to provide other resources essential to economic and
social development, in order to help create a justified sense
of present nations]l progress and hope for improved conditions
in the future; and to help establigh a foundation necessary
for increassing the capability of Far East nations to finance
the costs of military efforts and development out of indi-
genous resources, and thereby lessen dependence on external

aid,

Accomplighmentg: The U. S. has provided technical assistance
to nine Far East nations in recent years, supplemented in a
number of cases with Defense Support or Development Assistance
financing of related activities, This assistance already has
helped the govermments and peoples of these countries to make
sound beginnings in programs of agriculture, health, education
and commmity development., It has helped establish meny impor-
tant treining institutions and provide training opportunities
abroad for some thousands of persons in many fields. It has
provided technical assistance to govermments in setting up
financial institutions, improving their budgeting process,
revenue collection and economic planning, and in developing
important specisl agencies such as civil police.

One of the more significant of these actlvities has been as-
sistance for vocational education, Thailsnd has been alded
in the establishment of the Bangkok Technical Institute, which
now has a capacity of 2,000 students. In Indonesia, under
contract with an American educationsl institution, assistance
is being given to & govermment program improving vocational
teaching throughout the country. With U, S, technical assis-
tance, Cambodia hes established effective training in the
trades and masnuel arts and encouraged & self-help movement to
provide elementary schools throughout the country, an activity
which is supported enthusiastically by the people of Cambodia.
Through twenty contracts with fifteen separate American uni-
versities, aid has been given to improve educational insti-
tutions and training in agriculture, medicine, engineering,

teacher training and public administration.
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for Asian Economic Development)
ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thausands)
Cv.':mul. FY 1957 ESTIMATE
thru 1/ ° /1 to nexpende
FY 1956 raassr Ay Total Versbrar
Obligotions ......... 131,395 2‘/ 9,294 61,306 70’600 XXXX
Expenditures .,..... 87’349 e/ 16,075 15,078 31’153 83’4‘93
SUMMARY OF PROGRAM
FUNCT ION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech. Coop. Special Assist,
Technical Cooperation ... 33 775 36 600 3 000 3 000 “XXXX
Development Assist, ..... 4:100 34:000 ?XXX ?*XX XXXX
Other Programs ........... 402 - 1’000 - 1,000
Totol tiieiiiiiiiiiiicinenns 38,277 70,600 4O,wo 39’000 1’000
PROJECT ASSISTAMCE
Technicians ...ceeveveneenss 5,806 8,445 9’840 9’840 =
Porticipants ...ccvceaviienens 6,470 9,695 10,220 10’220 -
Contr. Services .....cceeenes 12,143 12’250 10,355 10,355 =
Supplies & Equip., ......... 13,@9 2/#,105 8,540 7’540 l’wo
Contr, to Coop. Service ... - - - - -
Other iiieiiiiiiiiinieneenens 357 16,105 1,“’5 1,“5 -
Total Proj. Asst. ......... 37’875 70’600 40’000 39’000 l’wo
NON-PROJ. ASSIST.
Agric. Commad. Total .....
Surplus iiviiieeiiiienaene.
Other .iiiviiecrerseansereanas
Indus. Commod. Total ..... J
Raw Mat'ls. & Fuel ......J
Machinery & Equip. .u....d
Other ind. Commod. ......J
Cash Gronts ..cceieicanenrens
Other weemereeinersaeeneencenees 402t/
otal Non-Proj. Asst. ... 4’02
g} Eggégd édJagan 7 thousand
LD B 8an ght °




FAR EAST AND PACIFIC

(Excluding President's Fund for Asian Economic Development)

A dramatic development made possible by the combined efforts of
the host countries, the U. N,, and U, S, assistance, is the almost
revolutionary progress already made toward controlling melaria

in the Fer East, In Taiwan, where one out of every four persons
had malaria in 1950, only one out of 200 have it now. In the
Philippines, where one out of every ten once had malaria, its
prevalence now has been reduced by 80%. In Thailend, where some
10 million people aslready have been protected, an area which once
was sparsely populated and which visitors avoided, now is a thriv-
ing agricultural community of many thousands. Indonesia has
organized an indigenous force of 7,000 people to eliminate this
devastating disesse and the effort is being supported by seven
ICA malaria specislists and substantial quantities of supplies
and equipment financed with Development Assistance funds.

Another development aided by these programs, which is not well
known, is the growth of the 4-H clubs which have now taken root
in seven of the ten countries in the Far East receiving aid under
the Mutual Security Program. In five of these, where the clubs
were initiated with ICA help, there are neerly 7,000 different
clubs, with a membership of about 200,000 boys and girls, carry-
ing out projects in agriculture, livestock raising, gardening
and homemsking and possessing the same spirit and enthusiasm that
characterizes this movement in the United States., It has already
become a significant force affecting the future citizens of these
countries,

One of the most effective of the activities bringing benefits
directly to the masses of the rural people has been the program
in Taiwan under the Joint Commission for Rural Reconstruction
(JCRR). Technical assistance, supplemented with limited finan-
cial assistance, has helped control serious rice diseases,
practically eliminate hog cholera from the island, miltiply and
distribute an improved variety of rice seed throughout Taiwen,
reorganize farmers associations on a democratic besis, carry out
an effective land reform program; establish rural health centers,
improve and extend irrigetion, and develop forestry. So exten-
sive heve the benefits been, that there is hardly a farm house-
hold that has not felt its effect. Widespread bemefits for rural
people also are being felt through U. S. assistance given to the
Philippine program which has helped to establish agricultural
credit and merketing cooperatives, develop roads, dig village
wells, improve irrigstion, and now, through a wide variety of
self-help activities, encourage a community development program,

18

The Philippines also have developed, with the help of the Tech-
nical Cooperation program, an effective approach to the stimula-
tion of local private investment in medium and small-sized
industry. Assistance is provided through an Industrial Develop-
ment Center, which offers technical advice to potential investors
and peso funds for loans when needed, During the first two years
of its existence, this aid has facilitated the establishment or
expansion of over 200 privately-owned manufacturing plants. Also
in the field of industry, a productivity program in Japan is
being widely welcomed as an aid to the more efficient marketing,
production and management needed to prepare against the time when
decreased special U, S, spending in Japan will add a serious
economic problem,

Because the effect of Technical Cooperation on economic growth is
not an immediste one, production gains experienced throughout the
Far East in 1956 cannot be attributed largely to this assistance.
Combined with finaneciel aid, however, it has played its own im-
portant role. By ebabling the countries of the Far East to
develop through their own efforts, the accomplishments illus-
trated above may be considered to be significant and substantial.

Proposed FY 1958 Program

Egonomic and Political Backgrounds With the exception of Japan,
the ten countries comprising the Far East region are character-

ized by low standards of living and a lack of the technical and
financial resources necessary for rapid development, Yet the
need for more rapid development is felt strongly throughout the
area and constitutes a source of potential unrest. Unless these
desires for action are channeled constructively, there is the
danger that some of the countries in the region will turn to
other solutions leading eventuslly to Communist control.

The inability of these ten countries to finance and carry out
neceasary development programs with their own resources is illus-
trated by the fact that, in many of them, increased production is
needed just to keep pace with population growth. A number are
still recovering from the aftermath of recent wars, and are sup-
porting large armies for which available resources are inadequate.

Except for Japan, most Far East nations depend on the export of
a few agricultural commodities and raw materials, from which they
do not earn sufficient foreign exchenge for the consumer and
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capital goods which they require. Trade among the nations of the
region, except for rice, is at a low level, due in part to slow
rates of development as well as to basic similarities in the
structure of their economies., Inflation, particulerly in coun-
tries with lerge military budgets, is a ccntinuous threat and
renders economic development more difficult, Shortage of skilled
persomnel in all fields of economic activity and weak adminis-
trative machinery also constitute handicaps.

Attempts by the Communist bloc to exploit this situation have
met with varied success. In accordance with an apparent plen of
economic and technical penetration of free Asia, the Soviet Union
has, for example, negotiated a development loan with Indonesia
and has presented "gift" projects and entered into barter trade
arrangements with Burma, Communist China has concluded trade and
assistance agreements with Cambodia and proposed expended trade
with Thailand, However, the Indonesisn legislature has faile
date to ratify the development loen, ‘influentisl Burs

FY_1957 Development Assistance Loans: In the last helf of FY 1957,
the United States extended lines of credit, totalling $15 million
for Burme and $25 million for Indonesia, to finance the cost of
mrtually agreed capital development projects. Each agreement
provides that, to the extent that the full amount of the loan is
not obligated in FY 1957, the belance will be made available for
approved projects in FY 1958, subject to the availability of
funds,

Pro FY 1958 Techni Cooperation Pro ¢ The $39 million
proposed for Technical Cooperation activities in the Far Rast
during FY 1958 represents a net increase of $2.4 million over the
amount provided in FY 1957. The proposed funds would finance the
training abroad, largely in the U, S,, of over 2,800 participants;
send almost 500 contract technicians to the Far East for advisory,
training and demonstration purposes; provide the services of over
600 U,S,-employed technicians; and finance the provision of
almost $8 million in training and demonstretion supplies and
equipment. Approximately three-fourths of the funds would be
concentrated on improving skills in the fields of educatiom,
agriculture and natural resources, industry and mining, and

public administration.

Economic and Technical Cooperation

(Excluding President's Fund for Asian Economic Development)
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More than one-third of the requested funds are plenned for tech-
nical assistance activities in Korea and Indonesis., The $7 mil-
lion projected for Korea, which is $1.5 million more than is
being provided in FY 1957, would accelerate the provision of
ski111s indispensable for economic development, now assuming
greater importance as the nation's rehabilitation phase draws
to & close. A $7 million program in Indonesia would continue

to emphasize technical education, including increased assistance
for training university-level teachers, in view of the serious
shortage of Indonesians qualified for such work., It also in-
cludes funds for technical services and training in agricultural
extension, industry and mining, malaria control, and civil police.

An additional ome-third of the proposed funds would provide for
technical assistance activities in Thailand, Vietnam and the
Philippines. The $5 million proposed for Thailand would be
directed primerily toward a more effective use of domestic re-
sources, through 2id for projects designed to improve fiscal
management and economic planmning, training in public administra-
tion and developing agriculture and vocational education. The
bulk of the $4,9 million requested for Vietnam is required to
strengthen further government organization and operations, con-
tinue to improve teacher training and elementary education, and
extend the government's health services. The $4 million pro-
posed for the Philippines is $1 million less than in FY 1957.
The proposed amount is required to continue support to such
activities as the Industrial Development Center, rural marketing
and credit cooperatives, and agricultural and health projects
supporting the community development program,

The balance of the proposed FY 1958 TC program would provide
$3.1 million for Japan to continue what is largely a produc-
tivity program; $2.5 million for Cambodia, amounting to a moder-
ate increase over the previous year's level of aid, and intended
to finance continuing projects largely in education and agri-
culture; $3.0 million for Taiwan, which would continue to
emphasize education and agriculture within a reduced level of
aid; and $2,0 million for laos, required to help remedy the
country's major deficiencies in trained administrators, tech-
nicians and skilled labor, and in basic economic and resource
data.
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By helping through projects such as these to expand and improve sources, significant economic growth in the Far Rast vegion
critical technical end manegerial skills, the Technical Co- also depends on the provision of additive investment funds
operation programs proposed for the Far East in FY 1958 can be from external sources.

expected to continue to strengthen the base on which the fur-
ther economic growth of the area depends. However, substantial
amounts of investment capital are also a prerequisite for such
development.- Since the gemerally low levels of income and
limited savings, heavy defense burdens and other factors pre-
clude the mobilization of sufficient capital from domestic

PROJECT ASSISTANCE BY FIELD OF ACTIVITY ($in thousands)

AGRICUL- COMMUNITY .
FUNCTION AND FISCAL YEAR TOTAL TURE AND | INOURY | TRANSPOR- MEND e, | PSeear | Ao
cosT e URAL MINING TATION LABOR | canitarion | FOUCATION | OMNoN | werrare MISCEL-
& HOUSING LANEOUS
ACTUAL FY 1956
Technical Cooperation .......cceeveveneenens 33’775 6’955 5’694 1’332 522 4’013 7’576 3’6® 4&' 3’593
Development Assistance ...cccceeeceserenne 4’100 - - - - 2’600 - 1’500 - -
Other Programs .ieieececessessessesessasnsaneas .
Total evemeesmsoesseesesees e 3,85 | 6,955 | 5,6% | 1,332 | 522 6,613 | 7,576 | 5,100 | 481 3,593
ESTIMATE FY 1957
Technical Cooperation ....ceveeevieseeecenns 36’600 7,140 4’990 1’810 895 ' 3’520 8’195 5’]-10 695 4"2‘5
Develapment Assistance .....cccveiecnenees 34"000 = 7’wo Sgwo - 2,5w = 1’500 = 15,@
Other Programs ..iccevecsesssessssnsecncsccenas . T
LI 7 | B 770’7600 e 7’140 n’990 9,810 895 6,020 8,195 6,610 695 19,%5
PROPOSED FY 1958
Technical Cooperation ..c.eceeeiecerncecneens 399000 7’645 6’865 2’070 860 3’605 7’855 6’230 615 3’255
Other Programs (Special Assistance)..... 1,000 - = = = - - l’wo - -
Total eeereirenenneerreccnenresenenssnseans 40,000 7,645 6,865 2,070 860 3,605 7,855 7,230 615 3,255
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FAR EAST and PACIFIC- BASIC DATA

POPULATION

{ Millions)

Japon T
Indonesia 727777 8>
Thoilend V7 777777 23

Korea 777777777 22

Philippines 222222777772 2 2

Burma V7777777 20

Vietnam 777777 2

Taiwan 2zl

Cambodia 4

Laos

920

PER CAPITA GROSS NATIONAL PRODUCT

( In Dollar Equivalents)

Japan 2 261

Philippines
REGIONAL AV.
Vietnam
Taiwan

Indonesia

Thailand

Korea NOTE : Data not odjusted for inequalities in

. purchasing power of dollar equivalents.
Cambodia 4

Burma

Laos

u.s.

UNDIVERSIFIED ECONOMIES

( Percent of Total Exports, 1952-1956)

Burma

Taiwan

Thailand

Cambodia

Indonesia

Vietnam

Philippines

FOREIGN TRADE OF PRINCIPAL COUNTRIES -1956

1,500

( $ Millions) 3,230 {$ Millions)

Countries
with Surpluses

Countries with Deficits

1,000 |-
882

Exports

l tmports

247

500

340

213 200

25;

Burma Philippines Thailand Korea Taiwan Vietnam

Indonesia

Japan

2

Yimports ore reported f.0.b. not C.i.f. as in ather cauntries




FAR EAST AND PACIFIC - PROGRAM BY COUNTRY

Korea

Vietnam

China
(Taiwan)

Japan

Laos

Thailand

Cambodia

Philippines

Indonesio

Burma

Regional and
Undistributed

Asian Economic
Development Fund

{($ Millions)

y's Development Assistance

911 26

FY 1957
\

FY 1958

Technical
Cooperation

6%

Asian Develapment Fund

FY 1958 PROGRAM

MILITARY

Other
7%

§Vietnam \

\; 6 %

Korea

China ( Taiwan } 42,

."@20%

>0
>

>
S22
elele

Japan

25%

$ 690 miilion

ECONOMIC (incl. Defense Support)

Cambadia
4%
Other
8%
Laos
6%
Korea
37%

& China (Taiwan)
oo

$ 756 million

23



BURMA

Population ....evvvevnnnennnn 20 million BURMA U.S.
Annual growth ............. 1,0 percent Life expectancy (years).c..eeeececeneen. n.a. 70
Agricultural land ......... e« 13% of area Doctors per 100,000 population ......... 12 130
Agri. land per capita ...... . 1,12 acres Road miles per 1,000 8Qemice.sveeenaeenas 96 1,250
Literacy rate ......... e . 35 percent Eleetric power per capita KWH per year.. 10 4,000

Calendar Years

Unit 1953 1954 1955 1956P
GROSS NATIONAL PRODUCT (in 1955 prices)
Total GNP 4uvvernveransn Ceereriesaasneane eeeees $ Millions 910 955 1,010 1,030
Per Capita GNP (viieeerencnverceoscscacsacannes Dollars 48 50 52 52
PRODUCTION
Agricultural Production Index® .,........ ceeees 1935-39 = 100 85 89 88 %
Per Capita TNAEX veveeeceeveesnceovcocsenosos n 70 72 70 76
Rice, Rough ..vvivevecocorocesccccenccacacne 1,000 MT 6,350 6,710 6,530 7,100
Cotton sevecvevecacennn Gestsccsscssassnsnens " 24 23 18 22
raion
Total Exports (£.0.D.)cieeerieeceeersossncpsanes $ Millions 238 251 227 245
Rice and Rice Products® ,.........cevviveeens " 178 200 173 185
Cotton ..... Gecssessesesseceans vesescecsannnn " 13 10 8 11
Total Imports (Celefe)eeeernennreeeeeassennnnns " 178 204 180 198
Trade Balance .oceeveee. e ecieccrirsrtrnanans " 60 47 L7 47
FOREIGN EXCFANGE RESERVES (end of year)e.c.ee..... " 225 142 116 142
.C.O§'I-‘ .OE".L_IYEN.G. !N-DP}E .. (-Rf._r.lg.ogn) Jesesens Cecervans 19532100 100 . - S b &
e e e S i i Rt L L R
e S guntry Fiscal Tear Ending Sepbenber 30
(In Millions of Dollars) 1955 _1956(Budget) 1957 (Budget)
Total Revenues, excl. receipts of U.S. Aid....... 228 158 240
Total Expenditures ................. ceesrttenann. 239 215 258
Deficit or Surplus before U.S. grant aid ....... =11 =57 -18
Receipts from U.S. grant aid .......covvvvnunnn.. - - -
Deficit or Surplus after U.S. grant aid ....... -11 =57 -18
FINANCES Defense Expenditures ........cc... coecennoias oo 87 97 104
As percent of Total Gov't Expenditures ........ R 36% 45% 4L0%
As percent of GNP ....... sesetrrecssesene eeeeee 9% 9% n.a.
Total Debt (EroS8) «.vceevcsccconscssoons cesrrninn 244,
As percent of GNP ...cccveeierinneess Cerenraens 2% Not Available
Foreign Debt .......... et taectetecre e e 41
n.a, - Not Available p - Preliminary

8Crop year beginning in year stated, bExcludes rice paddy.
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other material ) unclassified.

U. S. Objectives: Basically, to prevent Communist dominstion; tc

encourage Burma's orientation toward and support of Free World

activities and objJectives; and to encourage democratic institu-

tions and attitudes compatible with U.S. ideals. More specifi- ( wE:ﬁ:ﬁw

¢slly, to provide Burma with alternatives to political and

especially sconomic inducements from the Communist Bloc; to
@3\ /Pn'ltwpmss
VIET NAM
2 &Y

‘promote the pro-Western orientation of Burma's neutrality; end to
S
THE PROGRAM FY 1956-58 % ﬂ

popular support for Burma's present type of frie:ndly s dewcratic
‘lﬁadership

U. 5. Interests: Strategically, Burma borders on two SEATO allies
of the U. S. -- Pakistan and Thailand -- and separates the two
largest nations in Asia -- India and Communist China. 1P for no.
9 r reason than 1its geographic laca:cion, Burma's continued in-
dependence and pro-Western oriantation are of great importance to :;
U B« objectives.. o o .

Burma is sbundantly rich in natural resources (oils, minerals and

agsist in carrying out development programs required to elicit
wood) and is one of the world's 1a:gest rice exporters. These re- (8 Millions)

15.0

10.0
Development Assistance

Mifitory Assistance
¢}
i

FY 1956 FY 1957 FY 1958

(Proposed Progrom)

In this situastion, the fundamental concern of the U. S. is whether
Burma's development can progress in a manner compatible with our
way of life and contribute to the general stability of this key B

area,



FAR EAST AND PACIFIC  Mutual Defense Assistance
Lurma Military Assistdnce

 bas been deternined thad: for polv ; icaireasona, 1t

_ vide that country with up to $10 million of military
assletance over the next two or three years. The

 Burmese, for internal political remsons, desire that

this transaction appear as a loan or a sale. However,

. becanse of Burma's shortage of foreign exchange and

. the shortage of government receipts, only & token re-

payment in locel currency csn be expected.

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dellars in thousards)

:-would te: edvantageons to U S. pol:ley in Burma. to pro=

- Programmed from Excess U. S. Stocks to 31 Dec. '5%

FY 1957
Cumul
Unilquidated
FY'hlr‘;Sé 7/1/56 to 3/1to Tatal ob 1 l;:t |;n:
2/28/57 6/30/57 6/30/57
oL} - $1,748 $ 0 $ 0o $ 0 $ u8
Exp.’ 1,900 0 (200) (200) N
PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
$1,843 $ 0 | 30
CONTENT OF FY 1958 PROGRAM
No. Description

. Burma hes reques
. reimbursable basis :
‘the program have not been ecom-
pleted., .

~ $10,000

() Indicates negative figure.

Equipment and Supplies Purchased to 31 Dec. '5% 5$ 1’342




QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Ttem

Proposed

Program
FY 1958

Program

Total
Program

Delivered Estimate of
Through Delivery

Feb, 1957 | Mar-Jun 1957

Undelivered

FY 1950-57

28

30 Jun 1957

2]
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' EAR EAST AND PACIFIC Rurma Economic & Technical Cooperdtion

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Ct;imuL FY 1957 ESTIMATE
thry 7/1/56 3/1 . nexpende
FY 1956 2/28/57 6/10/57 Tatal Yy
Obligations ....cu.. 19,551 - 15,000 15,000 XXXX
Expenditures ....... 119,529 6 16 22 15,000
Accomplishments: Despite the short duration of the previous
U. S. aid program in Burma, it produced several tangible re- SUMMARY OF PROGRAM
sults. Begun in 1951 and terminated at Burmese request in FUNCTION FY 1956 FY 1957 PROPOSED FY 1958

1953, largely for political reasons, the progrem finsnced a Total Tech. Coop. | Special Assist.
number of projects which have been voluntarily continued by XXX X
Burme at its own expense. For example, U. S. economic and Technical Cooperation ... XX XX X XXX XXXX

.engineering specialists, originally financed under a U. S.
contract, are still advising the Government of Burma on
economic planning and development, and a private research
foundation continues to train Burmese in the application of
research to utilization of their country's raw materials.

Resumption of Economic Assistance

Economic and Political Background: World War II and subse-
quent insurgent activities paralyzed Burma's economy and
destroyed much of its capital facilities. By 1950 the
national output was little more than 60 percent of prewar
levels.

Faced with this situation, the government began to mobilize
its resources and to apply them toward increasing the nation's
capital plent, in response to popular demands for a better
standard of living, and in order to reduce a persistent
element of dissatisfaction which subversive elements sought
to exploit. In 1953, the government embarked upon a seven-
year development program aimed at restoring prewar output by
1960. By early 1955, capital formation rose to 78% above
prewar levels and the country's gross product reached 80% of
prewar,

exchange earnings, following
and prices in 1954 and 1955,

to reduce its development goals
and curtail consumer imports. A drop in the volume of avail-
able consumer goods, combined with continued deficit finanec-
ing, caused inflationary pressures which were reflscted in a

However, a decline in foreign
deterioration of rice markets
forced the Burmese Government

Previous Page Missing

i

. Contr, Services

Development Assist, .....
Other Programs

........................

PROJECT ASSISTANCE

Technicians

Participants .. cecieeeneenens
Supplies & Equip. .ceceen.
Contr, to Coop. Service ...
Other

.........................

Total Proj. Asst. .........

NON-PROJ. ASSIST.

Agric. Commod. Total .....

SUrPlUS cveveccerseranrnncasns
Other L iieieressceiecrencenns

Indus. Commod, Total
Raw Mat'ls. & Fuel
Machinery & Equipe .eaues
Other Ind. Commod. ...... d

Total Non-Proj. Asst. .,

* Consultations a%«
project content

> currently
bf program.

in prdgress concerning specific
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FAR EAST AND PACIFIC ARBurma

15% increase in the cost of living in 1955'and another 10% rise
in the first five months of 1956.

In order to dispose of its rice, Burma then turned to barter
trade arrangements with the U.S.S.R. and other Communist Bloc
nations. Such barter arrangements, however, did little to help
Burma meet its development needs. High prices and limited sup-
Plies of bloc goods made it difficult for Burma to use the rice
credits which it had built up with Communist countries. an

At the same time, the government concluded a reparation settle-
ment with Japen, under which it is to receive $20 million a year
for 10 years and Burmese enterprises are to receive $5 million
a year in loans. Also, a total of $21 million in P.L. 480
commodities was purchased from the U, S., and the government
contracted with the U. S. to purchase $1.1 million worth of
technical end training services in exchange for rice shipped to

Pakistan for emergency use. A $19 million loan was obtained
from the IBRD and drawing rights to $15 million from the IMF.
. Yet, Burma's probable forelign exchange earnings and drawings
gainst non-U. 5. sources of capital aid will be msuffiolent
y achieve the goals of its development program, .

The Soviet Union has made extensive offers of assistance. Various
"gift" projects were offered by Bulganin, Khrushchev, and Mikoyan
during state visits. Some of the offers were accepted by the
Burmese Government, which announced that it would reciprocate
with "gifts" of rice. The Soviet Union also offered Burma an
conomic development loan.

FY 1957 Loan Agreements with the U. S.: Confronted with deterio-
ated export markets, politically vital development goals, and
arg of mid from the Communist Bloc, the Burmese Government re«;
negted development mesistance from the United States. The pre-
sent government has stressed that it must lead the country to
dramatic economic progress in a relatively short period of time,
if it is to remain in power. The gravity of this situation is

Shaded areas are §ecurity classified
and muat not be divulged to
unauthorized individuals. All

other material i3 unclassified.

intensified by the fact that the significant political opposition
groups within the country are either Communist or Communist-
infiltrated and minipulated.

During the past year, the U. S. responded favorsbly to the Bur-
mese Government's request for assistance, by offering a $25
million loan from Mutual Security funds and a $17.3 million loan
from the locael currency proceeds of a P.L. 480 sale to Burma.
Both loan agreements were concluded in March 1957.

The $25 million MSP loan is intended to cover an initial foreign
exchange deficit anticipated in carrying out the four-year de-
velopment progrem. . In order to mvoid the impression that this
loan constituted en asnnusl level of aid, it was determined by
the Executive Branch to offer a line of credit against which the
Burmese could draw as projects were mutually agreed upon. The
terms of the dollar loan agreement provide, therefore, that to
the extent the total of $25 million is not obligated by June 30,
1957 for projects mutually agreed upon, the remainder will be
made available for obligation after that date, subject to the
availaebility of funds. Because of the delay im negotiating the

~loan, only $15 million is currently prograsmmed from FY 1957 funds.
It is expected that any additionsl funds will be provided from

the proposed Development Loan Fund.

Consultations are now in progress to develop the specific pro-
Ject content of the loan program. Current discussions suggest
that the loan proceeds will be utilized, in the main, on
activities in the fields of agriculture, transportation and
basic public services.

Although the achievement of Burma's developnent goals depends

in large part on capital assistance from sbroad, fulfillment of
the program depends also upon the maintenance of stable price
levels internally. In order to assure price stability, Burma
must import substantisl amounts of consumer goods. - To help meet

janticipated deficiencies, the government has expressed a desire

1o purchase sdditional surplus agricultural conmdities froxn the
Ua-Si mder PQL' h-BOv : g 2 g



FAR EAST AND PACIFIC ARBurma

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

Shaded areas are cgfcur[ty classified
and must not be Jiuulg.n{ to
unauthorized individials, All

other material i3 unclassified.

TOTAL

FUNCTION AND FISCAL YEAR COST

AGRICUL-

TURE AND
NATURAL
RESOURCES

INDUSTRY
AND
MINING

TRANSPOR-
TATION

LABOR

HEALTH
AND
SANITATION

EDUCATION

PUBLIC
ADMINIS-
TRATION

COMMUNITY
DEVELOP.,
SOCIAL
"WELFARE
8 HOUSING

GENERAL
AND
MISCEL-
LANEOUS

ACTUAL FY 1956

Technical Cooperation

Development Assistance ..

ssssaceaserrneres

ESTIMATE FY 1957

Technical Cooperation

.............. sesrecss

Development Assistance ........cveececeenees

Other Programs ...

Total ceerrennens seeseerssrnesenne

PROPOSED FY 1958
Technical Cooperation .....cccucunes

resneeras

Other Programs (Special Assistonce).....

Total

k|
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CAMBODIA

Population ..eeeeeveesscncens 4 million

Annual growth .....cceceeee 4 n.a.

Agricultural land ......... .o 29% of area

BASIC DATA Agri. lend per capita ....... 3.1 acres
Literacy rate «...... cesccnns 35 percent

Shaded areas are Security classified
and must not be divulged to
wunauthorized individuals. All

other material iy unclassified.

CAMBODIA U.S.
Life expectancy (years)..... cesesassanns 30 70
Doctors per 100,000 population ......... 1 130
Road miles per 1,000 sqemicicsccccnennn. 30 1,250
Electric power per capita KWH per year.. 7 4,000

Calendar Years

Unit 1953 1954 1955 1956P
GROSS NATIONAL PRODUCT
Tob@L GNP oeeeevvvcascscanssacasssssscsscssacss $ Millions n.a. n.a. Ned. 260
Per Capita GNP ....cccece.ee B R P Dollars 62
PRODUCTION
Agricultural Production Index® ................ 1935-39=100 109 88 a1 100
RECE +rvevomncnnaacnacnaocasennneeneenennens 1,000 MT 1,400 1,090 1,100 1,200
RUDDOT v vvierene s iaeaannnanecnaesoneensecns " 22 24 28 30
ELeCHTiC POWOT ... eeueevnennenennnnnnnnsons Mill. RWH 228 198 28 33
FOREIGN TRADE
Total Exports (£.0.be)eececccecsscccsccensnses $ Millions €6 61 Lo 16
Rice and derivatives ....... e eieeceaeanees . " 17 2 3 7
RUDDOT eeveecieeacensosasseansennsnnannnonns . " 11 12 18 17
Total Imports (Celefe)iieeecicccrosceaccnennes " 2 59 ug )
Trade Balance .e.eccececs . teossesssrerasaae " 1% 2 —g 18
FREIGN EXCHANGE RESERVES (end of year)...e..cese. " n.a. 37 50 70
COST CF LIVING INDEX (Phnom Penh) ........ eeeeres 195U4=100 n.a. 100 111 117
BOCK o "a®a"® %a"a"e"e® .l.l.I...l--....-.............-.......U-..'...l..-l.-.l.-.-...l-l.l.l...l.l.l.l.l.ﬂ.l..‘...i.l.l.....l.l.l...I.l.l.......I I...l...l.l...l. ="e"s
...--'.-.--..-....-.-........-.-.....l-l....-I.l...l.l.l.......l..-'...l.-.....l.l.l--.l.l-l..- ...l. .o.-'-.-.n-n -. ‘o-n ..j'-..-'-'-. .-.o.o.-.-.l.n.n.o.-.n.o.-'-.-'o.l.-
ountry Fiscal Year Ending December 31
(In Millions of Dollars) _1955 Mfudget) _1957°
Total Revenues, excl. receipts of U.S. Ald....... 3%.2 50, i, 6
Total Expenditures ..oeeececcesccesssscocssocans 56, & 89.1 99,3
Deficit or Surplus before U,S, grant aid..... .- -23.0 -38.7 =4 7
Receipts from U,S, grant aid ceeeses 22.% 29. ho,0:
Deficit or «Se ~0. -9 2.1
Surplus after U,S, grant aid . 7
FINANCES Defense Expenditures ........ 26. 30.8 32,8
As percent of Total Gov't Expenditures ........ / 414 35% 33%
As percent of GNP ...... eetctssesesacenaserres » 11 n.a.’
Total Debt (gross) ..eeveeees eeseseesevarennsras
As percent of GNP ......c00n. NOT AVAILABLE
Foreign Debt .....ccevcceccncccnes teveccse-aveee
n.a. ~ Not Available. E ~ Estimate P — Freliminary @& Crop year beginning in year stated.



FAR EAST AND PACIFIC Camdbadia

; tea. sme t'all ot cubodu hy we

ematl vithin the oountry’a Chinese mity. -
ting this effort are trained agents left behmd by the Vi_
b, when they evacusted Cambodia under the Geneva Agreements,
.f;ofricial representatives of Commnist countries now in ru» “

and, st the same time a freah otmity -whiler i’c 1& not m

“the t!. 8. intereat to cwpete with the Cos sts in giving aia, _
4% 18 in our interest to continue aid as s {featation of our
determination to-stand benind free nations. ' '

Mutual Security Program

Shaded areas are &curily classified
and must not be Jiuulg.td to
unauthorized individuals. All

other material (s unclassified.
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PHILIPPINES
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THE PROGRAM FY 1956-58

{ $ Millions }

Other.

N e

Technical
Caoperation

38.5 38.5

Assistance

FY 1956 FY 1957 FY 1958

{Proposed Progrom).

U. S. Programs: The total Mutual Security Program proposed for
FY 1958 is § :
Assistance,

of which $6.0 miliion is for Military
or Defense Support, and $2.5 million for

Technical Cooperation.

3



FAR EAST AND PACIFIC Mutual Defense Assistance SR
Cambadia Military Assistdnce
aagi

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)
FY 1957

MAJOR COMBAT FORCE OBJECTIVES:

Cumol

thry
7/1/56 to
FY 1956 2/28/57

Unitquidated
Tatal obligations
6730757

- 5 Infantry Batbalions; 1
1 Parachute Battalion v_aad
Battalion L o

3/1to
6/30/57

ly Neval Vessels

ae Fmé’ 3 on site) v e - _ PROGRAM (Dollars in thousands)
3 ' r 1958; ' | FY 195057 FY 1956 FY 1957
PROPOSED FY 19580 PROGRAM: The proposed program for 1958, = : T B
~‘smounting to $6 million, is designed to provide spave parts, | $52,593 1/ $10,126 1/
. some training ssmunition and construction and consumable CONTENT OF FY 1958 PROGRAM

. items. A very limited amount of replscement materisl, not ) o Ne. Description
. svailable from excesses in Indochina, has been programmed. : % FrerhaiL

FY 1950-1957 PROGRAM: From late 1950 until July 1954, the
- United States delivered sbout $1.1 billion in military .
plies to Indochina for use by the French and indigenous
 forces. A small portion of this equiment was used in

1 shell, 3 "/59 (x ms)

1 Smell, HE, h.2" Morter (M Ras) e

. bodla, After the Gemeva Accords of July 1954, which term

. inated the fighting of the Indochina Var, the problem h & Shell, HE, 8lmm Mortar (M Rds) 39

. been mainly one of redistribution and utilization of e 10 SCR-193 Radio Set 20

_ ment available, and of organizing and training forces fi 6 Generator Set, 30KW . 18
Canmbodia - one of the three independent states that emerg 4 * = Vehicle Rebuild : - boo
from the portion of Indochina not occupied by Communist ' .
forces. A bilateral agreement signed in May 1955 a.uthor;g . Construction and Consumables 3,754
i1zed the -establishment of a MAAG in Cambodis. Available ‘ Follow-on Spare Parts
meteriel from the Indochins program has been used for eq_nip- Other:

ping the Cambodien foree of 32,000.

COUNTRY CONTRIBUTION TO DEFENSE: Provision of 32,. ;
for its armed forces and $3] million tovards their support
~ and training (about 35% of tot&l cost), .

COUNTRY LIMITATIONS: Cambodia has small exportable agri-
culturel surpluses but virtually no industrisl capacity.
As a result, it can neither produce materisl for its armed

1/ Includes $110 ICA-DFS

Equipment ond Supplies Purchased to 31 Dec. '56

‘ Programmed from Excess U. S. Stocks to 31 Dec. '56




o o

forces, nor generate sufficient foreign exchange to permit
the purchase of this materiel abroed. For Years to come,
Cambodia will rely on scme foreign power, either from the
Free World or the Comminist powers, to provide and maintain
materiel for its armed forces.

PRAL
P

e

deficiencies include & too ri, uctur
of technical skills and training, unit training and offi
training; and limited mobility of forces. E

ACTIVE FORCES:

Aowy: 26,996
Alr Force: iyt

ADMINISTRATION: The present euthorized complement of the
MAAG is 59 military personnel supplemented by 17 local
employees. No U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U. S.
dollars, the average ann maintenance cost of a soldier »
sallor or airman is $705. This includes pay, allowsnce,
subsistence and individual clothing costs.

3



QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

G crmonia

Ttem

Proposed

Program
FY 1958

Total
Program
FY 195057

Delivered
Through

Estimate of
Delivery

Undelivered
30 Jun 1957

‘bor Tug Boat :
Landing Craft (Med). (mu)
Landing Craft (Veh. Per.)

(mm

o Iaa_-nd.:i.ng Craft ?LSIL) :
5, Lending Craft (LSIL) (overhaul)
. Submarine Chaser (FC)

7. Submarine Chaser (PC) (overhsul)
8. Water Barge (YWN)
9. VWater Barge (YWN) (overhaul)

10 Cérrier, Pers, HT,M3 (Car.HT,M2,M9)
11, Truek, 1/4 Ton, hxh (all models)
12, Truck, 3/& Ton, hxh Cargo (all models)

13. Truck, 2 1/2Ton, 6x6, Cargo(all models)
4, Truck, 4-5-6 Ton, 6x6 (Wrecker)
15. How, 105mm, M2, Al, w/Crg. or Mt.

‘Mortar; 6Omn (all models)
17. Mortar, 8lmm (all models)
'« Rifle, 5Tmm Recoilless

’Ca.rbine, Cal..30 (all models)
ifle, 75mm, Recoilless ..
Gun, Machine, Calw.30 (all models)

Cartridge, Cal..30 (all types) (M Rds)
23, Shell, HE,ML,w/f,105mm,How,M2 (M Rds)
. Shell, HE, 60mm Mortar (M Rds)

5. Shell, HE, Slmm Mortar (M Rds)
6. Shell, HE, w/f,PD, 4.2" Mortar (M Rds)
7, 20mm Ammo. {all types) (M Rds)

38. SCR-193 Radio Set
39, SCR~300 (A¥/PRC-10) Redio Set

30. SCR-694% (AN/GRC-9) Redio Set

B

t

ot

26,038
. 8

189

28 Feb. 1957

.

OHO MOk

Sy

70
9712
12
2k

188
143
59

8,261

-0
k6o

14,791

Roo

Mar.Jun 1957

OO0 [egefle]

[oRaRe]

coll 000 00O 00O HOK OKHO O

N .,
OO0 000

O DO
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FAR EAST AND PACIFIC Camdbodia

to help deveiop a stable nationa.l econonv, preven“t'
economic dislocations, and improve the basic public

racilities and services needed for effective internal secur-

Accomplishments: Economically underdeveloped and fully inde-

pendent only since late 1954, Cambodia has been able, with

U. S. assistance, to maintain its national identity and a
diti

¢ . .
,nphare of mtional security. Economic sta- -
bility has been maintained and inflationary pressures held
in check, largely as a result of U. S. financing of needed
imports through the commercial sector of the economy.

a's capacity
8 been further increased through the maintenance
ective improvement of certain basic public facilities,
primarily in the fields of transportation and public health.
With U. S. assistance, the national highway system, damaged
and neglected over the past decade, is being rehabilitated.
Construction is now in progress on & new 130-mile highway
linking the capital, Phnom Penh, with a deep-water seaport
being developed on the Gulf of Siam. When completed, this
project will free Cambodia from dependence on foreign ports
and provide access to large undeveloped agricultural and
forest areas. U. S. aid also has facilitated limited im-
provement of airfields, initiated dredging operations on the
Mekong River, and restored several long-neglected irrigation
systems.

Abatement of some of the most serious national health prob-
lems is being accomplished through projects helping to con-
trol contagious diseases and the installation of safe,

adequate water supply systems. Existing hospital facilities

3

Defense Support

Shaded areas are &curity c/aui[inl

and mudt not be divulged to
unauthorized individuals. All

other material is uncladoi[iu{.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

NON-PROJ. ASSIST.

Agric. Commod, Total ...

Comul. FY 1957 ESTIMATE
thru
7/1/56 to 3/1 1o 8] ded
FY 1956 2/28/57 6/30/57 Total /30757
Obligations .......... 80,661 19,686 10,31)4 30,000 XXXXXX
Expenditures «iceeedd
39,933 31,1L5 9,623 40,768 29,960
SUMMARY OF PROGRAM
FY 1956 FY 1957 Proposed FY 1958
Total reieeenrecrnernnernncnnnns ]42, 7,47
PROJECT ASSISTANCE
Technicians . ...cveivieenen
Participants ....ccveveenene
Contr. Services ......cuev.. 3,214'0
Supplies & Equip. ..ccuu.s 7,015
Contr. to Coop. Service ..
Other vivniiiivnriverniniennens
......... 10,255

SUrPIUS 4iverieerenrcconennes
Other wuu veveuceiresserenns 810
Indus. Commod. Total .... 29, 213.12/
Raw Mat'ls, & Fuel ..... m
Machinery & Equips...... 1,888
Other Ind. Commeod., ..... 6:hso
Cash Grants ...ccevevncennes
Other tiiveienrencrecernrecannes
Total Non-Proj. Asst. 32, )492 21,000 26’000

FY 1957 -

3.0 million

1_)/ Includes imports from triangular trade transactions.

_j Excludes :meorts under triangular trade tra.nsaction;vas follows:
FY 1956 -~ $1.1 million




EAR EAST AND PACIFIC QCamibadia

and services have been expanded to provide a base for improved
medical treatment and health education.

To relieve a serious energy shortage, limited assistance has been
provided to expand existing power generstion facilities in sev-
eral key cities.

Cambodia bhas contributed directly to joint efforts under the De-»

o ite &4tablishment and ¥
of the heavy police ‘ezpenseu aver the past Lev yo ;
sult of U. B. assistance in meeting the bulk o _nilitnry,, g ;
_copts, the Cambodian Government has been able to apply a small
portion of its own limited resources to the various economic
problems which now restrict ite capacity to sustain its defense
effort.

Proposed FY 1958 Program

Economic and Political Background: To date, Cambodia has pos-
sessed the economic strength necessary to assure its independence
only because of outside assistance. Currently, the government is
unable to collect, and the economy unable to yleld, revenues suf-
ficient to meet all expenditure requirements. The chief factor
causing recurring budget deficits is the cost of maintaining de-
fense forces, which has accounted for one-third to one-half of
all expenditures in recent years. Prospects for rapid improve-
ment in the collection of revenues are limited by low per capita
income. Continuing security requirements and pressures for ad-
ditional governmental services will keep expenditures at a re-
latively high level.

Export earnings, derived largely from rubber and rice, are in-
sufficient to cover essential imports. A trade deficit of $18
million in 1956 was entirely offset by U.S.-financed imports
under the Defense Support program.

“Phough 1t has accepted economic aid from Commmnist sources,

‘Cambodis continues to rely primarily upon U. 8. support. A sdb-:
_gtantial reduction in the level of U, 8. assistance would likely
force the Cambodian Government either to reduce its armed rarces .
and essential services, or turn ta the Comnist Bloc ror ' "

additional aid.

15 intended thatl_”

’ Shaded areas an»&cun’ly classified
and must not be Jiuulg;d to
unauthorized individuals, All

other material is unclassified.

on of this total be used to finance
imports of essential commodities to generate lotal currency for
military budget support and for such local costs of essential
Joint projects as the Government itself is unable to
meet. The remaining! is required to meet the dollar
costs of these projects.

The relatively small allocation of funds for direct expenditure
on projects in FY 1958 is due to the fact that the bulk of
dollar requirements for the Port Highway, the largest single
project in the program, was provided in FY 1956 and FY 13957. At
the same time, increased local currency generation is required
to implement this and other continuing projects now reaching
their peak of activity and impact. Relatively few nev projects
are to be added.

The funde proposed for the FY 1958 program will be used for the
following purposes:

Maintenance of Security: For military budget support, it is

‘planned to program th

Maintenance of Economic Stability: The

imports proposed within the non-project sector of the FY 1958
program is expected to bave a direct counter-inflationary ef-
fect. Saleable imports in this amount would satisfy one-half of
Cambodia's normal import requirements, which inglude petroleum
products, machinery, textiles, essential foodstuffs, and other
basic consumer items.

Improvement of Public Facilities and Services' It is proposed




FAR EAST AND PACIFIC Camibadis

&dditional $3.3 millicn e
from commercial imports,
contributions to key proj

program.

 1s int

which serves both
will provide equipment and
ties of the Siem Reap airport.

otal, approximately $4.6 million, in dollars snd local

quivalent in local currency, generated
will supplement Cambodian.Government
ects under the Technical Cooperation

ded for further improvement of transportation

and bridges of the national highway system,
defense and economic purposes. The b

- lance

local currency to modernize facili-

2.5 on for contimuing the Port-Highway con-
» and §l million for continued rehabilitation

Shaded areas are —Serurity r/uom'[ien’
and must not be L{[uu/g.zd to
wunauthorized individual s, All

other material is unc/addi/iea’.

In addition, a total of §1.3 million will be provided for as-
slstance in building a small bydro-electric generating plant
to serve the Kampot-Kompong Som area, where a new city is de-
veloping at the Port Highway terminus. Continuvation of irri-
gation and draingge operations initiated in prior years will
require $625,000, predominantly in local currency.

Two continuing nation-wide health projects of major importance
are included for Defensge Support funding in FY 1958. A total
of $215,000 1s programmed to provide supplies and equipment
needed to intensify malaria control activities. Assistance in
the construction of sanitary wells for rural villages and im-
proved water systems for urban centers will require nearly
$1.1 million.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

COMMUNITY GENERAL

AGRICUL-
INDUSTRY HEALTH PUBLIC DEVELOP.,
FISCAL YEAR TOTAL TURE AND AND TRANSPOR- LABOR AND EDUCATION | ADMINIS. SOCIAL AND
cosT NATURAL TATION MISCEL-
. MINING SANITATION TRATION WELFARE |  MISCEL-
ESCURCES | AN
i
620 | 100 -
T h—_«{“ T
- l 80 -




FAR EAST AND PACIFIC Camdlodia

Program Objectives: To aid in the improvement of government
operations and government services to the public; to assist
in Cambodia's development and utilization of its technical
skills and resources; and to help stimulate the development
of a sound economy capable of providing a better living for
the Cambodian people.

Accomplishments: U. S. technical assistance has enabled Cam-
bodia to make limited, but definite, progress in handling
some of the many governmental and development problems with
which this young government has had to deal. This assistance
has helped establish a Central Bank, a Community Development
and Housing Authority, an Agricultural Extension Service, and
& National Import Committee.

Improvements in other essential governmental services include
a nation-wide public health program, under which the inci-

- dence of malaria bas been reduced as much as 60 percent in
some areas. U. S. ald also has played a significant part in
helping establish vocational training in the trades and
manual arts, and in establishing a particularly effective
program in community development. Effective technical as-
sistance is also being given to the development of rapidly
expanding primary education. Cambodia's own interest in edu-
cation is shown in the fact that its expenditures for this
purpose increased tenfold over the past three years.

Technical assistance to agriculture has focused on helping
to develop irrigation and drainage facilities, crop diversi-
fication, and extension services. Technical advice also is
being given in a program to provide long-needed credit fa-
cilities for small private industry, through the establish-
ment of an industrial loan fund.

Proposed FY 1958 Program: The $2.5 million proposed for
Technical Cooperation in FY 1958 will finance technical
training, advice and demonstration largely for continuing
projects in the following major fields: Agriculture - land
use and irrigation, crop and livestock improvement, ex-
pansion of extension services, and development of the

Previous Page Missing

Economic & Technica!l Cooperdtion

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Cuhm._,|, FY 1957 ESTIMATE
thru
7/1/56 to 3/1to U ded
FY 1956 2/28/57 6/30/57 Totel 6/30/57
Obligations ...veee.s 243)4»3 420 l, 580 2,000 XX XX
Expenditures ....... 532 520 1,080 1,600 2,211
SUMMARY OF PROGRAM
FUNCTION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech, Coop. Special Assist,

Technical Cooperation .., 1,9‘41 2,000 2,500 2,500 XXXX
Development Assist, ..... Xi;x iXXX XXXX
Other Programs ....c.c.... Loo# - - -

Total cviviiiirinienieennannns

ota 2,343 | 2,000 2,500 | 2,500

PROJECT ASSISTANCE
Technicians ...cccieveienvnsns h33 750 11070 11070
Participants .....ccoeeirennss 73 370 375 375
Contr, Services .........oc.. 679 370 550 550
Supplies & Equip, .cceeens 756 LI'?O 505 505
Contr, to Coop. Service ..,
Other .iiiieiiiiiinieviereninns - Lo = -

Total Proj. Asst. .c.u.... 1,91&1 2,000 2,500 2,500
NON-PROJ. ASSIST.
Agric. Commod. Total .....

SUrPlUS tiivecinenenrencaenens

Other .. uieeiirccsesnsnennens
Indus. Commod. Total ..... l

Raw Mat'ls. & Fuel .......

Machinery 8 Equip. ......d

Other Ind. Commod. ......{
Cash Grants .cceieeeersennncnn
Other .....coeienrenseeerananens Log»

Total ‘Non-Proi. Assbf. e Lo2

#* Ocean freight costs for P.L. 480, Title II Shipments.
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FAR EAST AND PACIFIC Camdbadia

lumbering indusiry; Industry - provision of advisory services

to assist in the development of small industries; Ejucation -
continued improvement in teacher training for primary and sec-
ondary schools, expansion of vocational training, and activation
of rural self-help activities; Public Administration - training
and advisory services to improve the civil police, and contin=-
uation of a census survey initiated in FY 1957.

Cambodia suffers from no population pressures. It possesses
substantial unexploited land areas and forest resources. Ex-
ports could be increased through expanded livestock, rubber and
other agricultural production. Foreign exchange requirements
can be decreased by the establishment of processing and other

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

light industries. Technical assistance planned in this pro-
gram will help develop Cambodia's competence to realize this
potential for economic growth through its own egforts.

While improvement of the country's technical competence is a
critical element in efforts to achieve this goal, any signif-
icant growth in the economy will eventually require sub-
stantial new investment, as skills are increased and Cambodia's
capacity to use capital efficiently grows. At the present
time, however, indigenous capital is scarce, owing to low in-
come and production levels. Consequently, new investment in
the immediate future must be financed largely from external
sources.

($ in thousands)

COMMUNITY
AGRICUL- GENERAL
INDUSTRY HEALTH PUBLIC DEVELOP.,
FUNCTION AND FISCAL YEAR TOTAL TARE AND AND TR o LABOR | \AND | EDUCATION | ADMINIs. JOCIAL o
MINING
RESOURCES & HOUSING LANEOUS
ACTUAL FY 1956
Technical Cooperotion ....ccvueceeseserenes 1,941 332 353 88 68 326 36 63 675
Development Assistance .....coeeesceseeens
Other Programs .cvierecceesssnnsscessecsseens
TOHal wereeeeersereeesssesseresssesseeseesens 1,951 332 353 88 68 326 36 63 675
ESTIMATE FY 1957
Technical Cooperation .icieceieececscsenes 2,000 510 80 65 70 ll'95 2,4'5 55 480
Development Assistance ......cceceveeeenens
Other Progroms .vievicessicsnecinsceracecnsenes
Total wuiieiiiiriiirerisimorncsisencecenneennes 2,000 510 80 65 70 ’-&95 2)4_5 55 480
PROPOSED FY 1958
Technical Cooperation ...eeceeesreecesconenee 2) 500 775 ll*5 105 70 660 275 50 )"‘20
Other Programs (Special Assistance).....
Total srrueeerserenserersessessesnesasesensens 2,500 115 145 105 70 660 275 50 420




CAMBODIA

SECRET (As Noted)
TREND OF ECONOMIC ASSISTANCE £ FY 1958 PROGRAM-=- Defense Support & Technical Cooperation
T T e miiens) 6\0,%/\ ( $ millions) &é\%
PROJECT [ 7 R
ASSISTANCE
45.1 NON-PROJECT 26.0
38.2 ASSISTANCE ’
32,5 - 5 :
s = e 30 Garon ] 5 Row Waterials  F 507 e e ]
in these years was In-y
o the hesociaran | Machinery and
for the dasociates * | B MO A s
S
Other Industriol
Commodities
Agricultural
. L - L : . L 2 2 Commodities
1951 1952 1953 1954 1955 1956 1957 1958 U s”Surplus

U.S. Fiscal Years ( Proposed )

DEFENSE EXPENDITURES and U.S.MILITARY ASSISTANCE * RICE PRODUGTION

( $ Millions) CO'I/ { 1,000 Tons of Rough Rice)
“» N
<
45 [ - o - T 7‘/‘%
{
Defense
° l P >
20 - Expendngres E:::Ir 1,200
u.s.
Military
Assistance
15 —
0 — 500

1953 1954

b Fiscal year ending December 3! for Defense Expenditures and June 30
for U.S. Military Assistance.

SECRET (As Noted) 43



INDONESIA

Population eevevececeocencnns 83 million INDONESIA  _ U.S.
Annual growth ....ccecceeees 1.6 percent Life expectancy (years)..... R ceeees 32 70
_ Agricultural land .......e... 7% of area Doctors per 100,000 population ..... ceee 1.4 130
BASIC DATA Agri. land per capita e...... 0.3 acres Road miles per 1,000 8qemiicecceescensns 75 1,250
Literacy rate s.cccevecescece 60 percent Electric power per capita KWH per year.. 15 4,000

Calendar Years

Unit 1953 -1954 1955 _1956P
GROSS NATIONAL PRODUCT (in 1955 prices)
Total GNP +,ecvunnvnnn Cevesessrsenceccasssssces $ Millions n.a. 74150 7.250 7,350
Per Capita GNP ......c0c0cveeene seeesecsecsanae Dollars 28 88 88
PRODUCTION a
Agricultural Production Index™,...... esecssssees 1935-39=100 117 12C 117 117
Per Capita Index .......c... cvesececas cessee " 97 98 94 93
Petroleuwn, CTUAe ..oceveseccecscsncnoooncacsse . 1,000 MT 10,220 10,775 11,800 12,600
Tin Concentrates (metal content)eeee.ceeecesnss n 3L 6.4 33.8 30.0
NDS FOREIGN TRADE
ECONONIC TRE Total Exports (£.0.be)cceciicreccsccscananesens $ Millions guo 826 332 882
RUDDOL v iven e eeenoccceasenscassvensaoeaasnaes " 273 2 29 350
Petroleum and Products ...eeeececeeeseoscnsns " 205 226 212 225
Total Imports (cCelef.)ivvecerrecencorecccnnanss n 765 629 604 825
Trade Balance .scccceecoceccss cecessensncsans . " 75 227 328 57
FCREIGN EXCHANGE RESERVES (end of year)....c..... " 2716 299 377 2928
COST OF LIVING INDEX: FOOD (Djakarta) ........... 1953=100 100 106 14 161

P e R 8 98 08080000 N OO0E 0 S EEEEEE000008NC0aEEEs0sEs0eRRe UL I...I.I.....l..-...:.:-...’F:.:.:....'...........'....'... '.-.'.......
.'..-.-.-...-....'....-............-...........éo.u_.n£;y.fc‘j._s-ca]._ ;ar‘EndingDecemberBI [}
(In M1llions of Dollars) 1955 1956 (Budget) 1957
Total Revenues, excl. receipts of U.S. Ald....... 1,2u8 1,549 n.a.
Total Expenditures .....ceceeevee Crtrecacscsinsan 1,431 1, 754
Deficit or Surplus before U,S, grant aid....... -183 -205
Receipts from U.S, grant aid 1 18
Deficit or Surplus after U.S, grant aid........ -182 -187
FINANCES Defense Expenditures ......... eesesesssesennss 345 357
As percent of Total Gov't Expenditures ........ 2ug 20%
As percent of GNP evveevoseccosocnacancasionas 5% 5%
Total Debt (ZroS8) e.eeevecccscens cesecusestennan 1,579 1,611 n.2,
As percent of GNP ....cocvcceecs cceesensocicnes 22% 22%
Forelgn Debt o eeicoesesersscccccoaecnsaaceanann Lo 27%

n,a. - Not Available p - Preliminary E - Estimate
& Crop year beginning in year stated. P Excludes the debt to the Netherlands repudiated in August 1956.



Mutual Defense Assistance SECRET
Military Assistance

FAR EAST AND PACIFIC
Indochina Incl.3.£.C.

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

: ot Inﬁochim I s.lso had for

t of indigenous armed forces to

. internal security without the
‘ Under the pentalateral agree-

&1l of the mxmy equirment was delivered to the

x'rench Expeditimary Corps which, in turn, redistributed
portions of it to the indigenous forces of the three

states of Vietlam, Cambodia and Laos.

. After the Geneva Accords of July 195%, programming
a:d dzliverins for this gecgraphical erea were no J.r
condueted on an Indochina regional besis, but rather as
 four separate progrems, specifically for Viet.Nam, ¢ dia,
Lacs and the Frenmch Expeditionary Corps (FEC), respects
tively. The FEC Program existed ouly for FY 1958, |

after vhich it was terminated.

Although no funds are now sought for the French Indo~
chins Program and the FEC Progrem, statistics for these
programs are shown, as transfers of equipment continue :
to be made from the old area program to the current Viet-
namese, Cambodlan and Laotian Programs. These transfers
result from the fact that the materiel originally prow
grammed and delivered to Indochina under the old program
hes been and continues to be transferred to the programs
of the now independent countries of Viet-Nam, Cambodis ,
and Laocs. Thus, there appesxr reductions in the old Ind.ﬂ-
ehine Programs and resulting increases in the progmms
of the three states.

Comol FY 1957
thru Untlquidated
/1/56 to /1o ota
FY 1956 s 630/57 Tore! °"(',,'§;}5'7°"’
. 14680,172 | $ 0o l4$ o |$ ol geu,7e3 |
Exp. | 811 472 {80,006)| (76,018)| (156,028} &
PROGRAM (Dollars in thousgndhs)’
FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
$683,957v/ |  $6ha/| $ 0
_CONTENT OF FY 1958 PROGRAM
No, Description Valve

No Program

a/ Covers "overhaul of misc. aircraft declared
excess'" for ships originally delivered to Indo-
china. When overhaul is accomplished the pro-
gram performance will be transferred to the
appropriate country.

'_o/ Includes & FY 1955 Program of $6,025 thnusa.nd
for the French Expeditionary Corps. -

() Indicates negative figure.

SECRET
4

Equipment and Supplies Purchased to 31 Dec.
Programmed from Excess U. S. Stocks to 31 Dec.

"5

8,024 _
'i_ag,zae
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INDOCHINA

QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

{Inciuding French Expeditionary Corps)

Proposed Total Delivered Estimate of

Program Program Program Through Delivery Undelivered

FY 1958 FY 1957 FY 195057 |28 Feb. 1957 | Mar-Jun 1957 | 30 Jun 1957
. 7 72 0 0
A A p Z 9 - 0 0 9
L. FEFS - - 18 18 0 0
5. PBAY Atrcraft ‘ - “ 6 6 0 0
6. ZLanding Craft Repair (m) - - 1 1 0 0
7. Landing Crart (Med) (LOM) - < 20 20 0 0
8. Landing Craft EVeh. Pers.) (LCVP) - - 69 69 0 0
9. Landing Creft (LSIL) - - L L 0 0
10. Support Landing Ship (LSSL) - - 3 3 0 0
11. Submarine Chaser (FC) - - 1 1 0 0
12, Tank, Medium, 76mm Gun, Mi-Series - 2 e Y Y
5:’1.-3. Carriage, mtor,Mti-Chm,m&Series - o Y b 0 0
1k, Vehicle, Tank Recovery, M-32 Series - - 5 2 0 0
15, Trailer, 1-1 1/2 Ton, 2 wheel, Cargo - pt 246 246 0 0
16. Trailer, Fuel Servieing, & wh, 5,000 LIT - ol ol 0 0
17. Truck, 1/4 ton, hxh (all models) - 2,740 2,740 0 0
18. Pruck, 5 tom, hx2 - b1 o1 0 °
19. 'deck, 4-5.6-Ton, 6x6, Cargo (PM) - - 123 123 0 0
20. Truck, Tractor, 2 1/2Ton, 6x6, M-U48 - 20 20 0 0
21, Howitzer, 155mm, MI, w/carriage - 18 18 0 0
22, Cart,?.5mm to 7.92m, (all types)(M Rds) - - 265, 5kl 265, 544 0 0
23, Cart, Smm (all types) (M Rds) - - 86,453 86,453 0 0
ah. Shell, Témm Gun (all types) (M Rds) - b L 0 0
25, 20mm, Ammo. (all types) (M Rds) - - 3,398 3,398 0 0
26. SCR-300 .gmv/mc-lo) Redio Set - - 1,251 1,251 0 0
27. SCR-508 AN/GRC-3) Radio Set - 1,006 1,006 0 0
8, SCR-588 (AN/GRC-U4) Radio Set - - 579 579 o o
. Bridge, Fixed, Steel, Bailey Type, M2 - - 67 67 e o
Truck, Military Bridging, 6x6 i - % 9% ° | ¢

 SECRET




FAR EAST AND PACIFIC Judonecdia

U.S. ObJectives: To strengthen Indonesia's independence.and in-
ternal security; to encourage politieal soiidarit th
non-Communist countries; and to facilitate the economic growth
necessary for internal political and social stability.

U.S. Interests: The United States has important political, eco-
nomic and strategic stakes in Indonesia. The largest and most
populous of the newly independent states of Southeast Asla, Indo-
hesla is also the seventh most populous country in the world. It
is the principal Far Eastern producer of petroleum and the source
of 39% of the Free World's supply of natural rubber and 19% of
its supply of tin. U.S. private investments in the country,
principelly in petroleum and rubber, are estimated at about $150
million. Indonesia's location between Asia and Australia, and
between the Pacific and Indian Oceans, increases its strategic
importance.

The new republic, intensely nationalistic and proud of its hard-
won status as a free nation, has held to a policy of non-commit-
ment and neutrality in the conflict with the Communist world. At
the same time, in its efforts to improve the 1iving stendards of
its people and establish a stable, democratic government, it has
turned to the West for sorely needed assistance in solving pres-
sing problems of economic development, public health, technical
training and education.

During the past year, the Soviet Bloc has initiated a greatly in-
tensified diplomatic, propagsnde and economic offensive to win
Indonesian trust and sympathy. It is in the interest of the
United States to assist the Indonesian people in their efforts to
achieve a higher standard of living, to encourage them in the
development of democratic political 1nstitutions,_gﬁ@j_
the young nation from drifting into the Commumnist orbit.

41

Mutua! Security Program

Shaded areas are &curily classified
and muat not be divulged to
unauthorized individuals, All

other material is unclassified.

THAILAND
'.AvMBOOIA
\ézr NAM

ya

PHILIPPINES

V.

‘.....Ei'idlg=’ = <

THE PROGRAM FY 1956-58

( $ Millions)

26.0

FY 1958

(Proposed Progrom)

U.S. Programs: The total Mutual Security Progrem proposed for

FY 1956 1is $&

Cooperation and

ance).

f which $7 million is for Technical
for Other Programs (Special Assist-



FAR EAST AND PACIFIC Mutual Defense Assistance SECRET
Iudoneiia Military Assistdnce @/
ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollors in thousards)
Cumol FY 1957
thru Uniiquidated
/1/ o /1to otal . <
Fy 1956 " aersy 6/30/57 ! IS
o 143903 | $ o 1% o |4 o | $ 3
Ep. | 3,900 | 0 0 0 0 -
PROGRAM (Dollars in thousands)
FY 1950.57 FY 1956 " EY 1957 Proposed FY 1958
- G #3903 | %0 $ o $ o
,'I:ributed Wmuy to m develnpmt of the . CONTENT OF FY 1958 PROGRAM
e No. Description Valuve
brissde as an in'bernal seeurity nni‘b.‘_. No Program
Equipment and Supplies Purchased to 31 Dec. '56 $ 14?
SECRET Programmed from Excess U. S. Stocks to 31 Dec. '5% $
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SECRET INDONESIA

QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DEL IVERED

Proposed Total Delivered Estimate of
Program Program Program Through Delivery | yndelivered
Ttem FY 1958 FY 1957 FY 1950-57 |28 Feb. 1957 | Mer—Jum 1957 | 30 jun 1957
1. Truck, 1/4 Ton, bxl (all models) | . =0 e
. Truck, 3/h Ton, bxli, Cargo (all models) | o .
, t?rxick, 2 1/2 ’I‘on, 6::6, Cargo (a.ll mode},s o o
&, Carbine, Cal..30 (all models) o 0
5. Cun, Machine, Cal..30, (all models) 0 0
5:‘:,-6. Cartridee, Cal..30 (a.ll types) (M Rds) 0 0
7. Cartridge, Cal..50 (all types) (M Rds) 0 )
| 8. SCR-300 (AN/PRC-10) Redio Set o 0
. 9. SCR-399 (AN/GRc-sa) Radio Set 0 0
10. SCR-528 (AN/GRc-h) Radio Set e - i5 15 0 0
11, SCR-609,610,619 (AN/PRC-9 W/AM-598/U) . -
(a8/VRC-9) Radio Set - - 5 5 0 0
SECRET
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FAR EAST AND PACIFIC Judonedia

Program Objectives: To strengthen Indonesia's independence
and pro-Western orientation; and to encourage sound economic
development by helping to (1) improve technical and mana-
gerial skills, (2) strengthen selected governmental services
such as the national police and public health, and (3) over-
come deficliencies in basic facilities such as transportation
and power, which are prerequisites for economic growth.

Accomplishments: The Technical Cooperation and Development
Assistance progrems conducted in Indonesia over the past sev-
eral years have helped to protect seven million Indonesians
against malaria; train more than eight hundred Indonesians in
the United States in technical and manageriasl skills; estab-
lish affiliations between U.S. and Indonesian universities
under which 35 American professors are training Indonesian
doctors, engineers and teachers; and train and equip the
105,000-man national police force.

Assistance in training Indonesians in malaria control tech-
niques, and in financing the importation of chemicals and
spraying equipment, has constituted a forceful demonstration,
at the grass roots level, of U.S. interest in the welfare of
the Indonesian people. U,S, suppért of the national police
_force has contributed to its &bility to control subversion
.and its pro-Western orientation.

The TC program has assisted in establishing a technical foun-
dation for economic growth, by training essential managerial
and scientific personnel, surveying the needs of the outlying
provinces and helping develop specific projects for inclusion
within the Indonesian five-year plan, and financing the
engineering which must precede actual construction of needed
capital projects. Engineering surveys of power and highway
rehabilitation and construction requirements are currently
under way.

Proposed FY 1958 Program

Political and Economic Background: Indonesia was confronted
at the end of 19560 with the first of a series of political
crises. These internal political tensions were an outgrowth
in part of the country's slow economic progress. To date,

Previous Page Missing

Economic & Technical Cooperdtion

Shaded areas are Security classified

and must not be Jiuulg.m{ to
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other material is

unclaadi‘ied.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

CL;‘mul. FY 1957 ESTIMATE
thru 777/717'0 3/1ta nexpende
FY 1956 Yiserst /30757 Tatal Verarar
Obligotions verenn.. 40,764 1 2,15 23,585 26,000 XXXX
Expenditures ....... 26;988 5,266 3:69)4‘ 8:960 301816

SUMMARY OF PROGRAM

PROPOSED FY 1958

NON-PROJ. ASSIST.

Agric. Commod. Totadl .....

SUrplus ciivesieereseiicanes
Other sivienieieeieecessnenane

FUNCTION FY 1956 FY 1957
Total Tech. Coop. Special Assist,

Technical Cooperation ... | 6,995 7,000 7,000 000
Development Assist, ..... ,"',loo 19)000 hxx XXX
Other Programs ........... - e liow -

Tatal veveerecreeieenee e, 11,095 26,000 8,000 7,000
PROJECT ASSISTAMCE G
Technicians .c.ccvvveniennne 961 1)295 1}570 : 1,570
Participants ......cceveennens 2:]-26 3)005 : S)G’L‘S 3:0)4'5
Contr. Services ....c.uiueeue 2:319 3’880 1,&95 : 1’&'95
Supplies & Equip. ......... 5;689 17’820 1!890 890
Contr, to Coop. Service .., - - - . -
Other ciiiiicieiineenrennnnens - - - -

Total Proj. Asst. ......... 11,095 26;900 81000 7,000

Indus, Commod. Total
Raw Mat'ls. & Fuel ......J
Machinery & Equip.
Other Ind. Commad,

Other civiiercsserasssrenasesese
Total Non-Proj. Asst, _ i
l.. Egrludes $3 uillton:proposed under world-wid
51
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FAR EAST AND PACIFIC Judonesia

the rate of economic growth has been barely adequate to meet the
annual 1.6% increase in population. Per capita GNP of $88 per
annum is below the pre-World War II level. Indonesia's main eco-
nomic problems, therefore, lie in its need to ralse production
levels to keep pace with its growing population and to provide
some improvement in the standard of living, despite serious
shortages of technical and managerial personnel, and inadequate
resources.

Although the country expended considerable effort in preparing a
five-year development plan, savings and investment rates are not
adequate to maintain even present living standards without exter-
nal assistance. Foreign exchange earnings, which depend in large
part on world prices for a few raw materials exports, have not
been sufficient to offset substantial balance of payments deficits
in the past and are unlikely to do so in 1957 or 1958. Budget
deficits have become recurring phenomena end have set off continu-
out price rises and increases in govermment debt. In 1956, Indo-~
nesia's balance of payments deficit was $192 million and its bud-
get deficit $187 million.

An extreme shortage of skilled personnel and a 40% illiteracy
rate constitute other major limitations on economic growth.
Shortages of electric power, inadequate highways and harbors, and
a scarcity of inter-island shipping also present serious obstacles
to economic growth.

Recently, largely because of the political crisis, the ratio of
gold and foreign exchange reserves to the currency in circulation,
normally maintained at not less than 20%, has fallen to 16% --
the lowest point in more than five years. Efforts to conserve
foreign exchange by limiting imports of selected commodities have
resulted in increases of 50 to 75% in the prices of the commodi-
ties affected.

The political difficulties referred to above, fundamentally arose
out of a feeling in the outer islands that the Government was too
centralized in Djakarta, was doing too little to promote economic
development, and was devoting a disproportionately large share of
its limited development efforts to Java, to the neglect of the

outlying provinces. The present "extra-pasrliamentary" cabinet

has accepted as its task: (a) restoration of security and order,

52

Nations, the Colombo Plan and U.S. private fo
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(b) delegation of autonomous rights to the provinces, (c) inten-
sification of reconstruction in the provinces, and (d) improve-
ment of the country's economic and financial situation.

In this critical period, foreign aid assumes a heightened poli-

tical importance. In order to fulfill its stated purposes, the

present Government will probably renew and increase requests for

aid from Free World sources: the United States, the United
undations.

8

iikely meke Sovie

FY 1957 Development Assistance Loan:

In April 1957, the United
States extended a $15 million line of credit to Indonesia from
MSP Development Assistance funds to finance the cost of mutually
agreed projects. The loan agreement provides that, to the extent
that the full $15 million is not obligated in FY 1957, the bal-
ance will be made available for approved projects in FY 1958,
subject to the availability of funds.

This loan will provide a source of financing for essential capi-
tal development projects which will benefit, economically and
politically, strategic areas throughout the country. Ome project
involves the rehabilitation and construction of an important road
in oil and rubber-rich Sumetra. Another will provide small
diesel-electric generating plants to bring electric current to a
widely dispersed group of towns and cities, largely outside of
Java.

Under a P.L. U480 agreement signed on March 2, 1956, the United
States is supplying Indonesia with $97.8 million of U,S, surplus
agricultural products. It is planned that 80% of the sales pro-
ceeds will be loaned to the country for economic development.

Proposed FY 1958 Technical Cooperation Program: The $7 million
proposed for Technical Cooperation in FY 1958 is the same as the
amount to be provided in FY 1957. The FY 1958 funds will be
devoted largely to technical training in fields such as agricul-
tural extension, industry and mining, malaria control, technical,
vocational and medical education, and civil police. The training
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mntemplated will be carried on by U.S. direct-hire techni-
.ans, by contractual arrangements with U.S. universities, and
irough training grants to approximately 500 participants for
sudy in the United States.

Other Programs (Special Assistance) for FY 1958: Since FY 1955
the United States has provided limited amounts of Development
Assistance to Indonésia for police training and malaria con-
trol. gpecial assistance of $1 million is being requested to
continue commodity support for the police project during FY
1958. The $3 million required in FY 1958 for commodity assist-
ance to the malakria control project is being requested as part
of a world-wide Malaries Eradication Program.

; 15 also planned to finance engineering surveys of addition-
. power, transportation and industrial requirements under the
\donesian Government's five-year plan, and to establish addi-
.onal university affiliations in agriculture, engineering and
1e basic sciences, and public administration.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY ($in thousands)

AGRICUL- COMMUNITY GENERAL
FUNCTION AND FISCAL YEAR TCOOE‘.}L L%EURAANLD lNDAUNSJRY T"’T‘;\"T%Fo’gR' LABOR deril EDUCATION AF;UMBIH;:- DEEE#AOLP" AND
R sOLEAL MINING SANITAT ION TRATION | WELFARE MISCEL~
& HOUSING LANEOUS
STUAL FY 1956
Technical Cooperation 6,995 1,3)4'7 l,h06 2‘49 llt9 1,057 9)+]-l» 7‘4-6 396 701
Development Assistance h,lOO - - - - 2,600 - 1,500 - =
Other Programs ..iicessiiiiieceecsnceraeennens jw - N ,,ﬁ-, _ _ ,-, L - - ) - -
Total tereeeerieceencrmstereenerersenniensenns
° 11,095 1,347 | 1,L06 c2hkg 1 1kg 3,657 oLk 2,2L6 396 701
TIMATE FY 1957
Technical Cooperation ..uieieereeens 7,000 1,000 1,445 3k5 L65 L20 1,285 1,350 110 580
Development Assistance .........cceevvuann. 19,000 - 7,000 8,000 - 2,500 - 1,500 e Yl
Other Programs .ecieeecieecraiciieiiiiseneonnes L !
Total taeiereeenreesnrieeenensineanianianarins 26,000 1,000 8,4ks 8,345 465 2,920 1,285 2,850 110
ROPOSED FY 1958 i
Technical Cooperation ,.iiuvivviierennennenss 7;000 11535 995 380 390 h‘85 11170 1,310 - 735
Other Programs {Special Assistance)..... 1,000 i - - he - : -~ - lJOOO = o
TOtal weveesreesenessessenmreniesnenesesenenes 8,000 1,535 995 380 390 485 1,170 2,310 -

K]
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FREND OF ECONOMIC ASSISTANCE

PROJECT ASSISTANCE - By Field of Activity
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JAPAN

Population ........c00vvvneee 90 million Japan U.S.

' * Annual growth ....cvevvenns 1.2 percent Life expectancy (years).ceeceeeeeecneen. 62 l70
Agricultural land ......... e+ 18% of area Doctors per 100,000 population ......... 100 , 230
Agri., land per capita ....... 0,2 acres Road miles per 1,000 sqemis.ce.eeennenn.. 1,800 1,250

Literacy rate ....... ceeacan + 95  percent Eleetric power per capita KWH per year.. 720 4,000

Calendar Years

_Unit 1953 1954 _1955 _1956P
GROSS NATIONAL PRODUCT (in 1955 prices)
Total GNP t.vvuerrvnnens cesectnrenvsaesesonraan $ Millions 19,500 20,200 21,950 23,470
Per Capita GNP ...ccieeeevnenens sesecasserscenne Dollars 225 230 246 261
PRODUCTION a
Agricultural Production INAeX sseeverrssseceees 1935-39=100 98 109 130 120
Per Capita IndeX ....ieevveevececsececccccnss n 78 86 101 9
Industrial Production INAeX .ee.eeeeeeecesseess 1953=100 100 108 117 137
Plg Iron & Ferro=Al10¥S ....v.uevessecncsses 1,000 MT 4,656 44,750 5,420 6,260
FOREIGN TRADE
ECONOMIC TRENDS Total EXports (£.0.5.)vuueeeeeeneeesennsnacesss $ Millions 1,275 1,629 2,011 2,501
Cotton FAbrics .ieeeeceveenecencscsccecnnnns " 179 252 230 267
Iron and 51861 .ueiiriiiieeeenronnsensacncns i 130 167 260 224
Total Imports (c.i.fu)..cecueen... cereerreniens " 2,410 2,399 2,4 3,230
Trade Balance .....eeeees Getereecceronnnnsoans n -1,135 =770 =460 =729
FREIGN EXCFANGE RESERVES (end of ye&r)eeeoeeo... " 1,017 1,130 1,469 1,646
COST OF LIVING mDE:X 00 cssrrcccsreencssnennnnns 1953-100 loo 106 105 106

. 8 a8 808 UC) - L) L) - - L)
.'...---.-...:.:-:.:-:.:-:.:-:.:.:-:.:.:.:.:.:.:.:.:-:.:.:.:.:.:.:.:.:-:-:.:.:.:.:.:....-:.:.:-:.:.:.:.:-:.:.I..-I.I.I.I...I..';-...-.I.I.I...I.I.I.I'I-I.l ® s e s dueoss
Terete Country Fiscal Year Ending March 31 dget)
(In Millions of Dollars) _1955 1956 1957 (Budge
Total Revenues, excl. receipts of U.S. Aid....... 2,735 2,815 2,843
Total Expenditures ..........cc.0n. cetitenitienns 3,309 3,517 3,569
Deficit or Surplus before U.S, grant aid..... .o =574 =702 =726
Receipts from U,3, grant aid ceecenss 3 7 -
Deficit or Surplus after U.S. grant aid ....... =571 -695 =726
CENTRAL GOV'T
FINANCES Defense Expenditures ......... eeesrann ceceniieas 385 386 408
As percent of Total Gov't Expenditures ........ 12% 11% 11%
As percent of GNP v.vvvenvnnnnneen ceenene ceeeen 2% 2% 2%
Total Debt (gross)b .................. seenes ceenas 2,416 2,69, n.a.
As percent of GNP ......cc0veveenes tevecsosnnne 11% 11%
Foreign Debt .....ccvieeveniieaiiiiii..., 263 247
n.a., - Not Available p = Preliminary

8Crop year beginning in year stated. brxcludes large borrowings from government trust funds,
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U.S. ObjJectives: To maintain a friendly, cooperative and econom-
ically sound Japan; to assist Japan to develop military forces
capable of assuming primary responsibility for its defense; and
to encoursge a Japanese contribution to the military and politi-
cal stability snd economic development of Free Asia.

U.8. Interests: By virtue of its strategic location, industrial
~capacity and military potentiel, Japan is a principal target in
the East-West Conflict. The gecurity of the United States re-.
guires that any hostile power be denied control of Japan and that
every effort be made to insure e friendly, cooperative and strong
nation, firmly aligned with the United States. A strong, coopera-
tive Japan can serve as a counter-balsnce to Communist Chine and
contribute greatly to Free World strength in the Far East. To
further this objective, U.S5. policy.and actions must be designed
to convince Japan that its best interests lie in close coopera-

(oo
£)

tion with the United States. - /‘N

= e S
Largely because of 1ts economic recovery, Jepen's earlier THE PROGRAM FY 1956-58 N}
depefidence on the United States has decreased. Greater independ- ( $ Millions)

~ence 18 reflected politically by Japan's establishment of diplo-
matic relations with most of the countries of the world and
- membership in the United Nationms. -

Japen seeks greater freedom of action and industrial prestige, 173.2
more extensive industrial capacity, adequate export markets, and
access to foreign raw materials and foodstuffs. The United States
seeks a politically stable and economically strong Japan which is
militarily able to contribute mot only to its own defense, but to
the defense of Free Asia. The achievement of United States objec-
tives, including a close alignment between the two nations, re-
quires the development and maintenance of a sense of mutuality Technical Gooperation g o
which involves some accommodation to Japanese objectives.

Jupan peeks to avoid involvement in internationel conflicts, Miltary Assistance
particularly as they relate to 1ts powerful Asian neighbors. It
is reluctant to allow U.S. Forces to introduce nuclear-capable ,
wespons 1nto Jepen, because of ite experience during World Wer II FY 1956 FY 1957 FY 1958
and the fear of incurring retaliatory nuclear sttacks in the (Proesea Progrem)
event of future war. A gradual psychological sdaptation to

pucleay mrmement ig possible, but requires careful handling.

U.S. Programs: The total Mutual Security Program proposed for
FY 1958 is'$i?3,2,m11119n, of whiclr $170.1 million is for
Military Assistance and $3.1 million for Technical Cooperation.

3



SECRET  Jarax QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED
Proposed Total Delivered Estimate of
Program Program Program Through Delivery | undelivered
Item FY 1958 FY 1957 FY 1950-57 |28 Feb. 1957 | Mar—Jun 1957 | 30 Jun 1957

‘ 18 L 18 o o 18
A : 120 60 60 0 0 60
86F Aircraft a“ - 180 159 21 0
K AL “ 7 33 0 26 7
PRV-T Aircrai’t 28 - 16 6 2 8
S2¥ Mreraft - 30 60 0 8 52
. T-6G Atreraft - - 160 110 0 50
| 8. P-86F Ship Sets - - 180 5 0 175
| 9. 733 Ship Sets - - 180 29 0 151
Coastal Mineswesper gusc) - b I 0 0
11. Coastal Mineswesper (MSC) (0) (Loan) - - 7 7 0 0
12. Destroyer (DD) - 2 b 2 o 2
Hé.-rbor:'rug Boat (YTL) - 6 " 0 2
‘Landing Ship (Med.) (LSM) - = 1 o) 0 1
_suww-(ss) . - 1 1 o Q
!l‘ank, Tight, M2h 10 61 108 17 0 91
. Tractor, HS, 18 Ton, Mi-Series 6 2 38 28 7 3
18. Truck, Fire Crash CL-135 2 2 11 k "0 7
19 Mtzer, 105mm, M2AL, w/crg or mt. 3 37 181 1hh 9 37
20. Howitzer, 1S5mm, Ml, w/Carriaee 39 37 127 53 37 37
21. Gun, 4Omm (Twin) , 2 - 17 15 0 2
22, Gun, Machine, Cal..30 (all models) - 146 1,371 1,225 0 146
23. §"/5h, SF, Single, Mt., MK39 6 6 6 0 0 6
|2k, Cartridge, 4omm (211 types) (M Rds) 37 117 192 75 0 117
. 37/50 Ammo. (211 types) (M Rds) hé 23 36 11 2 23
. AN/AFX-6 Radar Set 3 178 284 0 0 284
. AN/ARN-21, Class V Kit 2h7 106 106 0 0 106
AN/GRC-27 Ground UHF Radio Set - 4o 78 0 6 72
. AN/MPQ-10 Radar Set - 8- 31 19 4 8
AN /SPS-6 Radar - 2 6 2 0 i

SECRET




FAR EAST AND PACIFIC
 Jepen

OBJECTIVES: To assist in orgenizing, training and equip-
ping Jepenese forces capable of maintaining internal security,
- of assisting in defense against external aggression and of
. meeting Jepan's military commitment under the U.S.-Japan Se-
. curity Treaty.

Military Assistance

MAJOR COMBAT FORCE OBJECTIVES:

 Army: 8 Infantry Divisions; 4 Combat Brigades
%"Navy: 178 Naval Vessels; 10 Naval Anti-Submarine War-
- fare Patrol Squadrons

30 Squadrons (12 IDF, 6 AWX, 3 Trans, 3 Tac

Adr Force:
o Recon, 6 F/B)

PROPOSED FY 1958 PROGRAM: The proposed FY 1958 Program, a-
mounting to $170.1 million, provides $50.3 million for main-
‘tenance of forces and $119.8 million for force improvement.
There is expected to be a force improvement in the sphere of
- electronic and comminication equipment. Approximately 28
P2V.7 aircraft and some small harbor craft will be added to

- the Japenese Navy. Equipment to replace materiel lost by at-
“trition will be provided in certain categories. 110 F-86Ds
~and 18 C-46s plus initial spares tentatively have been pro-
gramued in order to equip 4 interceptor day fighter squadrons
~&and 1 transport squadron, as well as 10 F-86D aircraft to
:cover attrition losses.

FY 1950-1957 PROGRAM: The FY 195041957 Program provides
‘equizment, supplies and training valued st $483.5 million.
 When completed, it will meet equipment deficiencies and Pro-
. ¥ide training for combat and supporting forces as follows:

Army: The FY 1950-1956 Program provided equipmeut,
rammnition and training for 6 divisions and 4 combat brigades.
The FY 1957 Program meets screened unit equipment deficiencies
ot furnished in the FY 1950-1956 Program, remaining equip-

nt deficiencies for the central training establishment, and
provides an unbalanced ammunition war reserve of 90 days,
training ammunition, equipment losses through attrition and
‘gpare parts for equipment on hand.

~ Navy: The FY 1950-1956 Program provided equipment and

Mutual Defense Assistance SECRET

] _i‘biou deficiencies and training for 9 major combatant S EC R E T

=
U
ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)
Cumul FY 1957
thru Un{iquidated
FY 1956 7{}2/:/‘5'; 6%0’/'5"7 Total Obé}g;;;;ns
Obl. $340,281 | $61,522 $40,368 | $101,890 | $249,060
Exp. 128,351 44,600 | 20,160 64,760 i
PROGRAM (Dollars in thousands)
7FY ]?:‘)057 I FY 1956 FY 1957 Proposed FY 1958
$483,519 $65,861 $137, 704 $170,145
CONTENT OF FY 1958 PROGRAM
No. Description Value
18 ¢4 Adreraft 540
120 P-86D Aircraft 25,566
28 P2V-7 Aircraft 32,200
- Class IV Mod (TOC Kits) 1,430
Alrcraft, Initial Spare Parts 23,821
62 Tractor, HS, 13 Ton 1,105
78 Mount,Trailer,Multi, Cal..50,MG,M55 816
6 Gun, FCS (GFCS) MKH3, Mod. 1k 630
6 3"/50, RF, Single Mount, MK3L 824
6 5"/5k SF, Single Mount, MK39 1,833
3 3"/50 Cal. RF, Twin Mount, MK33 600
39 Howitzer, 155mm ' 802
317 Cartridge, 40mm (a1l types) (M Rds) 1,585
46 3"/50 Cartridges (M Rds) 1,794
45 shell, HE, 4.2" Mortar (M Rds) 866
38 Shell, HE, 155mmn, Howitzer (M Rds) 1,630
106,269 Rocket, 2.75" FFAR HEAT 4,676
247 AN/ARN-21 Class V Kit 2,470
2 F-86D Training Set 3,040
Follow-on Spare Parts 9,859
Other: 54,058
Equipment ond Supplies Purchosed to 31 Dec. 'S $ hl’}“?;%l
Programmed from Excess U. S. Stocks to 31 Dec. '56 $ 1,487
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- ships, 22 escort, 18 mine-warfare, 3 amphibious vessels ; b5

- naval aircraft and supporting forces. The FY 1957 Program -
“willeprovide 30 8<2F, 7 JRB and 27 SNT aircraft, miscellaneous
equipment, ammumition and 2 destroyers with spare parts.

Alr Force: The FY 1950.1956 Program met eguipment and
- ammnition deficiencies for 14 squadrons. The FY 1957 Pro~
_gram will provide 60 F-86D aircraft with initial spare parts
for 2 all-weather interceptor squadrons, eguipment to main-
tain forces in being and training ammunition for one year.

COUNTRY CONTRIBUTION TO DEFENSE: Implementation of the six-
year plan to train and maintain a 185,731-man Army, 124,000
tons of naval shipping and 33 air squadrons; annual defense
budget of 408 million; production of limitel quantities of
military hard goods and a substantial defense production
potential; contribution to defense of the area as well as
internal security. Japan will assume responsibility for
spare parts support of equipment furnished der military
assistance early in 1958.

COUNTRY LIMITATIONS: The attainment of mutual security ob-
Jectives is limited by: Lack of approved long range defense
policy or planning; constitutional prohibitions regarding
nilitary buildup; general public reluctance to support a
more adequate defense program and mobilization base, result-
ing in relatively low defense expenditures; combat effective-
ness stifled by limited meneuver area and budgetary limita-
tions on training and operations; present trained reserve
system inadequate to meet mobilization requirements.

APFRATSAT, OF FORCES: With the exception of map exercises for
war games on the defense of Japan, small unit shore-to-share
amphibious-1ift exercises, parachute training exercises, Self
Defense Forces have had almost no training in joint operss-
tions.

Ground Self Defense Forces (GSDF): At present, is cap-
;able only of maintaining internal security and conducting
1limited defensive operations. Most units are at the batta~
‘lion level in terms of operational effectivenessj the oper~
ational cepability of the larger units is considered to be @
marginal. One of the greatest obstacles to GSDF development
is the lack of competent and experienced commnd.ers and: ‘ba.ffs
‘of units at levels higher than battalion.

37

Maritime Self Defense Forces (MSDF): . Although a ‘good
potential for expansion continfies in its process of develop-
ment, the MBDP remsins inadequate for the effective nawval de-
fenge of Japan. Jepsn must still continue to rely on the
U.S. Navy for maritime protection. It has a limited ability
to escort coastal convoys. The P2V-T anti-submarine warfare
squadron can provide aeriel escort assistance and is capable
of . searching out, tracking and atbacking hostile submarines.
Has a good minesweeping capability.

Air Self Defense Forces (ASDF): Tactical cspenility con-
winueg to increase although still quite limited. A training
system has been firmly established and provides the necessaxry
training for personnel in practically all required skills.
Provided the necessary skills, material and facilities be-
come avallable, the ASDF can become an effective air defense
force within the time limits imposed by current time-phased
treining, ‘ectivation and deployment schediules.

ACTIVE FORCES:

Ground.-Self Defense Forces: 149,283
Maritime Self Defense Forces: = 22,127
Adr Self Defense Forces: 14,321

ADMINISTRATION :
MAAG is 317 military personnel.
autnorized.

The present authorized complement of the
44 yY.s. civilians are

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of a soldier,
sailor or airman is $551. This includes pay, sllowance,
subsistence and individual clothing costs.

SECRET
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EAR EAST AND PACIFIC / Economic & Technical Cooperdtion

Program Objectives: ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

The program in Japan is essentially a

productivity program, designed to ¢ % for Cumul. FY 1957 ESTIMATE
initisting fundamentel changes 1 £h= FY 106 7/1/56 1o 3110 Unoxpended
pigues, in order to strengthen Japan's own efforts to continue 2/28/57 6/30/57 Total 6/30/57
the economic ezpansion necessary for maintenazge of reasonable Obligations w........ 12,143 * 999 1,301 2,300 XXX
or : Expenditures ...... 11,372 * 568 540 1,108 1,963
ough the interchange of ideas on the technical SUMMARY OF PROGRAM
level. FUNCTION FY 1956 FY 1957 PROPOSED FY 1958
A Lish . ALth - N N th Total Tech, Coop. Special Assist.
ccomplishments: ough in operation only two years, the i .
productivity program already has had a favorable impact on ;:ctln'c"l Cf°‘;p".°"°" 950 2,30 3,(’,2',8? 3;3')8? :i;i
the organization, attitudes and practices of Japanese enter- Oﬂ: :fm’" ssist. o - -
prises. Typical examples include the labor-management coopera- OF TIOQTAMS reuracenns
tion and productivity-sharing agreements concluded at three Total
of Japan's largest companies; adoption of incentive wage Ofol serrrsnetieneenenis 950 2,300 3,100 3,100
systems and improved grievance procedures in the automotive PROJECT ASSIST
industry; organization of committees to promote standardiza- S ehnie: ANCE
tion, simplification and specielization in the shoe industry; Pmrﬂcm:s ................. ige Lhs5 295 295
establishment of research facilities in the electrical in- Comfton? ................. 9 1,085 1,325 1,325
dustry; development of a Japanese livestock industry and the A 293 520 9u5 9h5
utilization of unused uplands as & means of supplementing C::rtsé q”z"j """" 15 160 200 200
farm income; and widespread interest in affiliations with U.S. | .~ @ ~ooP. Service ...
universities for assistance in developing departments in O s 15 0 335 335
productivity research and business management. Total Proi
al Proj. Asst. ..,...... 950 2'. 300 ‘%_.lOO i,. 100

There also is greater appreciation of the importance of
productivity among leaders of the Diet, government, industry,
education and labor. The belief is growing that the program,
with its concept of sharing increased benefits among con-
sumers, labor and menagement, can be an effective force in
offsetting Communist influence.

The program has become an effective vehicle for cementing the
ties of friendship between the people of the United States
and Japan. Acceptance and appreciation of the program is
indicated in the increased financial contributions by the
Jepanese Government and private sources. Combined contribu-
tions totalled $6,000 in FY 1955, the first year of the pro-
grem; whereas $1,325,000 is estimated for FY 1958. Neverthe-
less, it is doubtful that a productivity program of this type

Previous Page Missing

NON-PROJ. ASSIST.

Agric, Commod. Total .....
SUrplus tiereiieseseserecnsaes
Other

.........................

Indus. Commod. Total ..... d

Row Mot'ls. & Fuel ......J
Machinery & Equip. ......d
Other Ind. Commod. ......J

Totol' Non-Proj. Asst, ...

* Includes $10,71l7 prior year Sec. 550 Defense Support Programs
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FAR EAST AND PACIFIC  Japan

could be made available to the people of Japan without U.S.
participation.

Proposed FY 1958 Program

Economic Background: Although Japan has made impressive econom-
ic progress during the past three years, it has serious problems
ehead. These arise, fundamentally, from its lack of raw mate-
rials, limited arable land, heavy population density, shortage
of capital, and outmoded business practices and attitudes.
Despite these handicaps, Japan must meet the growing needs of a
rapidly expanding population, pay reparations estimated at $70
to $80 million a Year, and finance an adequate defense force.
Unemployment and underemployment are problems of increasing
concern. Recently, inflationary pressures have developed,
typified by an 8% increase in the wholesale price index for
December 1956 over the corresponding month in 1955.

Galns over the past three years, in spite of these fundamental
economic handicaps, have resulted from a combination of special
circumstances. The practically full employment of industrial
capacity in other countries enabled Japan, normally a marginal
seller of heavy industrial products on which most of its boom
hes been based, to double its 1953 level of export earnings by
1956. Japanese industrial production in 1956 was twice as high
as it was before the Korean War, and one-third above 1953 levels.
Two consecutive years of bumper rice crops reduced foreign ex-
change requirements for food imports, and U.S. spending in Japan
has continued at a high level.

However, "special" dollar receipts resulting from U.S. expend-
tures in support of U.S. military and other programs have been

a crucial element in Japan's favorable balance of payments
position. Earnings of $591 million accruing to Japan from this
source in 1956 converted what would otherwise have been a
deficlit on goods and services into & surplus of $205 million.
Although these special receipts have maintained a nearly constant
level since 1954, they could diminish substantially in the event
of & change in U.S. policy affecting the disposition of U.S.
Forces in the Far East.

Japan's continued economic progress is uncertain because of its
dependence upon the willingness of foreign trading partners to

accord Japanese products liberal tariff and customs treatment,and
its extreme vulnerability to any decrease in the level of world
trade. Japan may lose much of its present business to more
efficient producers, particulerly in beavy industry, when prices
and delivery schedules become more competitive. Furthermora, it
is not'likely thet Japan will be blessed with continued bumper
crops nor that U.S. military spending will continue at current
high levels.

In the face of these uncertainties, Japan has no choice but to
strengthen its competitive position by lowering costs through
modernization of its physical plant and improvement of management
and marketing practices. The alternative is a lower standard of
living for its people, providing a fertile field for Communist
exploitation.

Jepan is attempting to modernize its productive plant with heevy
investments, both public and private, including loans from the
IBRD, Export-Import Bank and P.L. 480 sales proceeds. Large sums
have been spent on reclamation, other public works, and industrial
and agricultural research. Technological assistance contracts
have been concluded between Japanese and foreign corporations,
predominantly U.S. New public and private investment has recently
averaged about 30 percent of the gross national product.

Proposed Technical Cooperation Program: The $3.1 million recom-
mended Tor Technical Cooperation iIn FY 1958 is largely to
continue assistance to the productivity progrem. The moderate
increase over the $2.3 million provided in FY 1957 will help to
finance two additional U.S. - Jepan university affilietions, a
larger number of industrial, labor and agricultural participants,
improvement in the utilization of neglected uplands, and broader
extension of the program to small business.

Out of the $3.1 million total proposed for FY 1958, $2.7 million
will bé allocated for:

Sending Japanese nationals to the United States to examine modern
American practices in such fields as cost control, highway admin-
istration and construction, insurance, human relations in
industry, standardization and simplification, materials handling
and American management methods. A limited number will be sent
to European and Asian workshops;



FAR EAST AND PACIFIC Japan

Providing U.S. experts to serve as short-term advisers, seminar
leaders, or consultants to Japanese business associations,
plants, universities, trade union groups and government
agencies; and

Helping to initiate demonstration projects in such enterprises
as grasslands development, better utilization of industrial
equipment, and plent layout and industrial research.

give limited attention
in which the United
total $3.1 million,

In addition, the program will continue to
to other activities initiated in FY 1957,
States has a particular interest. Of the

PROJECT ASSISTANCE BY FIELD OF ACTIVITY
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$280,000 will be used to finance the training of Japanese
personnel in modern systems of managing civilian air traffic,
making it possible for the U.S. Far East Air Force to turn over
to the Government of Jaspan & responsibility which the Air

Force assumed at the end of World War II. Success of this
portion of the program will release & significant number of
American military specialists for reassignment to other areas
of U.S. interest.

A total of $25,000 is included to finance the training of
Jepanese technicians in the peaceful uses of atomic energy.
To increase Japsnese capsbilities for countering internal
subversion, $25,000 is planned to finance the training of
selected members of the Japanese police force in the United
States. :

($ in thousands)

AGRICUL- COMMUNITY
INDUSTRY HEALTH PUBLIC DEVELOP GENERAL
T - -
FUNCTION AND FISCAL YEAR coc;sérL LLiFfrEURAANLD AND Tﬁ’:’ﬁgg’? LABOR AND EDUCATION ADMINIS- SOCIAL AND
RESOURCES MINING SANITATION TRATION | WELFARE Cﬂi%%kk
& HOUSING
ACTUAL FY 1956
Technical Cooperotion .i.cieeeereessecsnns 3950 109 69‘+ L 59 - 8k
Development Assistance ....cececissecaene - - - - - - -
Other Programs c.ciiececsesioscnsiesonncssonaes - - = - - - N
TOMal euesesrseeeessnssesasasnsssssnencsens 950 109 69k L 59 - o4
ESTIMATE FY 1957
Technical Cooperation ..i.ccceeeercrecionens 2, 300 510 l, 160 295 210 25 100
Development Assistance ......cceececersecnes - - - - - - -
Other Programs ...cecesccessscsssssssscasssnces - - - - - - -
Total ereeresiinsrnsseesiesrennsernansessscas 2,300 510 1,160 295 210 25 100
PROPOSED FY 1958
Technical Cooperation ..cceieveasecsccnseane 3: 100 515 l, 905 280 270 25 105
Other Programs (Special Assistance)..... - - - - - - -
TOtal werereressseersaresoreresessrssasserenens 3,100 515 1,905 280 270 25 105
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TREND OF ECONOMIC ASSISTANCE

($ Millions)
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KOREA

Population ......... eessssees 22 million

Korea U.S.

Ammual growth ............ . 1.8 percent Life expectancy (years)........ cececna .. 47

BASIC DATA Agricultural land ......... «. 23% of area Doctors per 100,000 populetion ......... 19
Agri. land per capita ....... 0.2 acres Road miles per 1,000 sqemieeseceennnen.. 240

Literacy rate ....... eesessse 65 percent Eleetric power per capita KWH per year.. 55

Calendar Years
Unit 1953 1954
GROSS NATIONAL PRODUCT

Total GNP .ec.iinvececienncesacconssacanscnnears $ Mllions n.a, 1,740
Per Cepita GNP ....v.vaeu... tetesceccscesaan Dollars 83
PRODUCTION
Agricultural Production Index® .,.............. 1935-39«100 n.a, 109
Per Capita Index ®®cseccccscevnsotssccicnnpos " n.a, 80

Cotton Cloth eeveeevanncnneeecennnscannoees ML, 8q. yds, 115

Electric Power “00000sccccrrstrscsnsnnsnsees Mill. KWH 900

100
730
ECONOMIC TRENDS FOREIGN TRADE
_ Total Exports (£f.0.b.)ceceeceeneeerccccocesee.. $ Millions 40 2),
Tungsten  .oveiieieieierncessererececaccsncnces " 27.2 11.4

Graphite LR R I T N O O PP " O.L 007
Total Imports (Cedef.)eeeeeencensesssaonconnen, n 428 264,
Trade Balance ....ceeceve.... cetieaesssenans . " -388 =240
FOREIGN EXCHANGE RESERVES (end of year).......... " 109 108

WHOLESALE FRICE INDEX (S€0UL) +.evsesecccccsceess 1953=100 100 126

CIC I I U]
...I.ll.-l.-..-I.-...-...-..-.ll...llIlll...l.l...--.-......ll

U N ) .ee w
[} -.. -.. ees e s soennns I-l.l.-.l--.I.---.-.l.l.l.l.l.l.....l.l...I.I...l.....-.-.-.-.l.I...I...l...-.l--....-l l.. j. *,

(In Millions of Dollars)® June 30, 1955 June 30, 1956

1955

April 30, 1954 - July 1, 1 ES'E

1,79
84

105

76
121
880

70
130
1,250
4,000

1956P
1,740
80

9
T

144
1,120

18 25

5.2
1.5

10.90
2.0

325 340

=307

96
229

Jan, 1, 1957

=315

9
308

Dec, 31, 1222?'

Total Revenues, excl. receipts of U.S. Aid....... 159 261 387
Total Expenditures ........... 302 402 907
Deficit or Surplus before U,S, grant aid..... . ~-143 =141 -520
Receipts from U.S, grant aid 73 122 394
ficit Surplus after U,S. ant aid ......, ~-70 -1 -126
CENTRAL GOV'T De or Surp o B ? 1
FINANCES Defense Expenditures ............. 120 140 228
As percent of Total Gov't Expenditures ........ 40% 35% 25%
As percent of GNP cvvveeeencecsnneroecncnonanns </ cf e/
Total Debt (gross) .......... crietetencacannesens 138 354, n.a,
As percent of GNP ....... ceeeens csasseartecsens . n.a, n.a.
Foreizn Debt cceveeeene ®e e ettt es a0 et 0c0snan n.a, n.a,
n.a. = Not available P - Preliminary E - Budget Estimate
aCrop year beginning in year stated. Converted into dollars using the official exchange rate of 500 hwan

per dollar, CGNP and defense expenditure data are not on a comparable basis.



FAR EAST AND PACIFIC Kazea

U.S. Objectives: To protect South Korea against renewed
Communist aggression; to bring about the peaceful reunifica-
tion of Korea as & strong, friendly, democratic and self-
supporting netion; to maintain a ROK defense force capable
of preserving internal security and of repelling foreign
sggression, short of attack by a major pover.

U.S. Interests: South Korea plays a key role in our struggle
to prevent a further Communist advance at the expense of the
Free World. World War II freed Korea from Japanese control,
and in 1948 the Government of the Republic of Korea came into
being as a result of United Nations supervised elections. The
U. N., with the U. S. in the lead, quickly came to Korea's
assistance when the Communists attacked in 1950 and, for three
years, U. S. and Korean troops fought together to repel the
invaders, at a heavy cost in casualties. Our unique relation-
ship with Korea is recognized throughout the world.

The armistice agreement of July 27, 1953, which terminated
hostilities, is still in force. The Communists have persistently
refused to permit unification through free elections, as urged
by the U. N., and Korea remeins divided.

Three years of war testify to the antagonism of the people and
government of South Korea toward Communism; the Republic of
Korea is a firm and valuable ally. The U. S. must maintain
armed forces in Korea as long as the Communist danger continues.
It also must support ROK forces with equipment, technical mili-
tary assistance, and economic aid. Without U. 5. assistance,
the ROK cannot hope to bear the burden of defense against pos-
sible renewed Communist aggression, nor can it provide the
economic base needed to support the ngtion's defensge position
and meet the requirements of its growing population.

The U. S. intends to assist and encourage Korea, within the
limits of the Republic's capabilities, to progress in the di-
rection of greater economic self-gupport so that 1t can assume
increaging responsibility for its military and economic require-
ments. The U. S. 1s seeking to strengthen democratic insti-
tutions in South Korea. The steady development of its political,
economic and military potential should do much to enhance Korea's
international prestige and deter future Communist aggression.

U. S. interests are deeply involved in Korea, and any setback

to our program would affect adversely our position in the Far
East, and therefore in the world generally.
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Mutual Security Program
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<IN\ THAILAND, "

Technical
Cooperation

&4&0
THE PROGRAM FY 1956-58 ﬁX@»

{ $ Millions)

- FY 1956 FY 1957 FY 1958

(Proposed Progrom)

& Excludes 3.4 million Q.E.C. dependent housing.

Military Assistance,
million for Technica

The total Mutual Security Program proposed for

for Defense Support, and $7



FAR EAST ANDPAC'FIC Mutual Defense Assistance SECRET
KOW Military Assistance

OBJECTIVES:

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

” any coxmtry other then a mgor

Cumol FY 1957
’ th Unti idated
FY ;;56 7//1/56 to 3/1to Total ob ! }3:“:":
MAJOR COMBAT FORCE OBJECTIVES: 2/28/57 6/30/57 6/30/57

ool '$387’05}"' : &62;727 $l36)819 $299;5h5 | $l'{©
Ex. | 229,232 | 135,703 | 150,887 | 286,50 |
PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 ‘ FY 1957 Proposaed FY 1958
$699,870  $h11,159 | $311,235 | $286,738

CONTENT OF FY 1958 PROGRAM

PROPOSED FY_1958 PROGRAM: _Provides $286 '7 million m up- N Description Yalue
Coasta.’l. Minesweeper (MsSC 7,000
17 Tank, Medium . 1:050
685 ‘.!!mck, 2 3./2 Ton, 6::6, 7,515

' 'Ca.rtridse, Cal. ,30( types)(M Rds ):.-; i 3,7,658.5
Cal..50(all types)(M Rds ) 1,154

57mm (M Rds 2,091
. - 8imm (M Rds - 2,435
. pnds 1 76mm Gun (a.l:l. “types . 1,693
g buring FY 3.955, military assistmce ' St F
‘tilima to supplement resources availsble to the 1,901
ry departments. During FY 1956, direct military o boBh
grmed mounted ‘bo $411.2 million. The com- 2, g;?
. : . 978»
Pir . tary assistance funds will provide *hhe €8s
:sentia.l m.,jor ‘aquipment and training for 20 divisions, 10 rew ‘ ,9.05 -
serve divisions, 1 Marine division, 56 naval vessels and k . 820
139,261
12,972

Equipment and Supplies Purchased to 31 Dec. '5%
Programmed from Excess U. S. Stocks to 31 Dec. '5%

aqulipment attrition 1osses through peaz:etime opera‘tians
e rebulld portion provides funds to cover the cost of




SECRET  xores

rebuillding equipment which is beyond the technical capa
bility of Korea. New types of electronics to replace World
. War 11 types are being supplied under the modernization @
program. Alrcraft follow-on spare parts, other supporting
. materiel, and necessary training smmnition are provided for.
_Additionally, the Navy program provides & modest buildup
- of electronics training and harbor defense, equipment at.
trition replacement of ammunition, base equipment and fol-
lowwon spare parts. RF.86F, F-86F, T.33A, LT-6G and L-19
aircraft, along with initial spares and peculisr supporting
-materiel are programmed. These aircraft will equip one
tactical recomnnaissance sguadron, three fighter bomber .
sguadrons, and one tactical control squadron and expand the .
Korean Jet training capsbility. This program alsc initiates
an airborne Tactical Alr Navigation program, provides
Special Identifying Features for ground radar, adds one
- Ground Control Approach radar and corrects minor deficien-
eles in air-ground and navigational aids areas. Included
&lso are petroleum, oil and lubricants, orgsnization, base
.and maintenance supplies. Heaiin

COUNTRY CONTRIBUTION TO DEFENSE: The prineipal militery
contribution which Korea has been capable of making has
been the provision of 676,995 men and a strong and sustained
effort in providing a deterrent to aggression by North
Korean forces. The ROK Army Replacement System, as organ~
ized, is capable of receiving 600 inductees e day. The

strength of the reserve pool is 507,583 of which approxi-
mately 406,000 are considered fit for emergency recall to

active duty. During FY 1957 approximately 207,000 re-
serve personnel will undergo 35 days of active duty train.
inSA ; G

COUNTRY LIMITATIONS: The attainment of Mutual Security ob-
Jectives is limited by: Dire shortage of technical speclal-
ists and experienced leaders at higher levels of command;
lack of logistical backup; the condition of its transport
fleet limits mobility of forces; posture of self-gupport is
nowhere in sight even in the absence of the present large de-
fense effort; annual recurring costs of existing force levels
are estimated to be about $525 million annually ($300 million
in dollars and $225 million in local currency) without con-
sideration of the obsolescence factor; inflation is retarding
key industriasl development (which could support the defense
effort) and effective budgetary control; external payment
deficits permit no procurement of military requirements
abroad.

ACTIVE FORCES:
eay a8,%
Navy: '~ 14,810
1,8

Marine Corps:
Alr Force:
ADMINISTRATION: The present authorized complement of the

provisional MAAG is 2039 military personnel supplemented by
749 local employees. 80 U.S. civilians are suthorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of a soldier,
sailor or airmen is $117. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET
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QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

KOREA

Proposed
Program

FY 1958

Total
Program
FY 1950-57

Delivered
Through
28 Feb. 1957

Estimate of
Delivery
Mar-Jun 1957

Undelivered
30 Jun 1957

mﬁwwmrwm)

Mmemer)W)mmk
Craft (Med) (LCM)
Im&ing Craft, Vehicle Personnel (1cve)

10 8y ship .m) (Lsu)
11. Ocean Epcort (DE)
12, Tank Maaim, ?Gm Gun, Mi-Saries

y TEnk Recovery, M32~Serlss
-, 1-1 1/2Ton, 2 wheel, cargo
Fuel Servicing P-7

ue) ‘UMM,&SCum(ulmam)
2 1/2Ton, 6x6, Dump (all models)
3 ":GM} 5.'2!6 Wrecker

AA, w/maun“b (all models)
, Cal..30 (all models)
_w/m (all models)

ifle, US ca.x..ae, m..Series
Mtdy,%m(ﬂl@mﬁ(nmﬂ ‘
+r . Ca.l. .30 (a1 types) (M Rds)

heil, Fixed,HE, w/f,FD,90mm Gun(M Rds)

v_’evll, HB: 15511’1'1 Hene (

models)(Mdes)

b

7,160@
e y
383,

2,2

1,796 o m

335

46,614
84

Q o
o

OWO OO 000 00O

WL

S0
a7
2

10
25

_Eo'ﬁﬂo,509 $  

&
w

B &
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FAR EAST AND PACIFIC Kozeu

Program Objectives: To support ROK military forces capable
of repelling other than major external attack; to help main-
tain 1949-50 living standards for Korea's grovwing population;
and to provide the supplementary resources needed to help
Preserve reasonable financial stability and enable the econ-
omy to continue to contribute to essential military and
cilvilian needs.

Accomplishments: Defense Support programs have been ingtru-
mental in the past in achieving the most immediate Y. S. ob-
Jectives 1in Korea. First and foremost, they have made pos-
slble the buildup of 21 active and 10 reserve Korean divi-
sions, constituting the world's fourth largest army, thus
permitting a drastic reduction in the number of U. S. and
other U. N. divisions which must be maintained in South Korea.
DS programs have supported South Korea's military budget and
reconstructed its strategic transportation and communication
lines, while helping sustain the civilian economy.

A second significant accomplishment has been in the rebuild-
ing of the Korean civilian economy out of the chaos and de-
struction resulting from the Communist attack. Rehabilita-
tion, which followed earlier wartime and postwar relief oper-
atlons, is substantlally completed or in process of comple-
tion with the exception of a few areas, notably housing. The
Past three years have witnessed substantial progress in the
restoration of South Korea's railroads, power plants, commer-
cial buildings, and manufacturing facilities.

Simultaneously, the economic life of the country has been
restored to the pre-Korean war level, through the import of
commodities under the DS program which have supplied a large
part of the population's :onsumption needs and have provided
the materials necessary to raise agricultural and industrial
production to present levels. Local currency generated
through the sale of these commodities has reduced deficit
financing for military and reconstruction programs without,
however, fully neutralizing inflationary pressures.

In addition to the progress made in the rehabilitation
of war demage, U. S. aid has made a substantial beginning,

Defense Support

Shaded areas are Security classified

and muat not be xl[bulgml to
unauthorized individuals. All

other material is unclassified.

ESTIMATED OBL|GATIONS AND EXF’ENDITURES ($ in 1housands)

[ - 77»7Cumu|. 1 FY 1957 ESTIMATE
thru T ] ) T
7/1/56 to 3/1 to Unexpended
Py 1esé ,,,,% 2/25/5'7 6/%0/57 Total 6/30/57
Obligations .......... | 901,903 _AJ 213,517 | 86,483 300,000 XXX XXX
Expenditures oo.e.. 566,551 177,806 106, 594 284,400 350,952
SUMMARY OF PROGRAM
FY 1956 FY 1957 Proposed FY 1958
5 -
; 321,870 300,000 8/
otal fiiiiniiiiininniiesiennee
PROJECT ASSIST ANCE
Technicians ...cuvvereeen.s 933 2’ 500
Participants .....c.ceeeienes 132 31"0
Contr. Services ............ 7,121 2}115
Supplies & Equip. ........ 86,226 91;670
Contr. to Coop. Service ..
Other .iiiciiiiriciienninenennns 921 l) 375
Total Proj. msste cueeeenn 95, 333 98, 000

NON-PROJ. ASSIST.

Agric. Commod. Total ....

5,670

SUPPlUS cerierenvenerenananes o
Other wuuceveveeeesessanses 60,797 60,200 |
Indus. Commod. Total .... 115,140
Raw Mat'ls, & Fuel ..... 95,1
Machinery & Equipescc... 8, 500
Other Ind. Commod. ..... 10, 860
Cash Grants .eiiceiiinecenees -
Other .iiiviieierserescassocnens - i e
Total Non-Proj. Asst. 226, 537 198,600 210,000

g/ Includes $3.4 million for QEC Dependent Housing, which is
excluded in detailed breakdown below.

b/ Includes approx.
shifted in FPY 195

1h million MRO for t
from project to ncm

67



FAR EAST AND PACIFIC Koreq

through completed projects and those currently in process,
toward increasing Korea's capacity to support the military ef-
fort. Three new steam power Plants have nearly doubled pre-
Korean war power generating capacity. Output of anthracite coal
in 1956 was nearly eight times that of. 1938. SBubstantial ad-
vances have been made in cotton textile production.

Proposed FY 1958 Program:

Economic Baggggggnd: Prior to 1945 the Korean Peninsula was a
single, integral part of the Japanese economy. Power production
and heavy industry were concentrated in the north. The Korean
people were excluded from policy and management positions in
government and business. Economically divorced from Japan and
denied the industrial facilities and natural resources of North
Korea after World War II, South Korea's already severely un-
balanced economy suffered heavy damage and widespread devasta-
tion during the Korean War. Its distress was compounded by the
influx of about two million refugees from the north. The Popu-~
lation density of 570 per square mile is among the highest in
the world, the per capita agricultural land of 0.2 acres among
the lowest in the Far East.

These facts of geography and history underlie the following fun-
damental problems which characterize the current status of the
Korean economy:

Low Production - Korea's gross national product did not exceed
an estimated $80 per capita in 1956. Expansion of output to
keep pace with population growth is impeded by: a paucity of
natural resources; shortage of arable land and soll exhaustion;
limited capital plant; inaedequate capital formation which as
Yet contributes little to Korea's heavy investment needs; lack
of financial stability and other conditions needed to attract
sizeable foreign investment, either private or IBRD and Export-
Import Bank loans; and a serious dearth of the advanced skills
and experience previously provided by the Japanese.

International Payments Deficit - From 1953 to 1956 Korea's ex-
rorts paid for no more than 10 percent of its import needs,

which ranged between $250 million and $430 million per year
(excluding military materials). This chronic balance of payments
deficit is the country's most serious long-range economic problem.

million D3 program proposed for FY 1958 is designed to

#28.5 niliion).

Shaded areas are &curily classified
and must not be divulged to
unauthorized individuals All

other material is unclassified,

Inflation - The ROK's heavy military burden and urgent re-
habilitation needs create inflationary pressures which even
massive U. S. economic aid has not Yet offset completely.
Despite the heavy input of aid 8oods, the price level rose 424
in 1955 and 46% in 1956.

Composition of Proposed Defense Support Program: The!
nish
the outside resources that are indispensable, over and above

military assistance, to help Korea maintain its large military
forces and the civilian economy. The proposed program consists

of:

Project Aid ($60 million) - These funds are needed to replace
and rebuild prewar productive capacity and government facili-
ties and services essential to support the ROK military effort
and keep pace with the requirements of the growing popula-

tion. MaJjor projects include railroad construction and improve-
ment of rolling stock, highway and bridge construction, geophysi-
cal surveys, core drilling, coal and other mine development
operations, and the first phase of a new bower plant. Agricul-
tural projects would provide for further support of fisheries
and irrigation. Other projects are proposed to improve govern-
ment services in health, education, public administration and
social welfare. Specifically, these include a new low-cost
housing project which would utilize largely local materials, and
continuing assistance to vocational education, classroom con-
struction, and the modernization of national police and fire-
fighting facilities.

Non-Project Aid {($210 million) - These funds are required to
help maintain production as well as essential consumption
levels. They would finance the importation of industrial raw
materials, fertilizer, fuels, producer goods not included in
the project sector, supplementary foods, and consumer goods.
Sale of these commodities helps combat inflation by absorbing
purchasing power and, through the use of the proceeds, provides
assistance for non-inflationary financing of the Korean defense
budget deficit and the local cost of Def'ense Suppont projects.

f the proposed non-project program are
, raw cotton (§2 ‘and fuels

In addition, about :$1h alllfon would be

The largest‘gompoqe t
fertilizer ( '




FAR EAST AND PACIFIC

Kazrea

provided for maintenance, repair and operational supplies,
including coal, for the continued operation of the Korean
National Railway. It also is planned to provide about $13
‘million for machinery, vehicles and other producer goods.

From the local currency sales proceeds of $195 million to be
generated from FY 1958 non-project aid, $7TT million, or almost
LO%, is expected to be required for support of the Korean
defense budget, as a supplement to Korea's own resources and
proceeds from the anticipated FY 1958 P.L. 480 program of
$53.0 million. It is planned to earmark the remaining $118
million for the local costs of Defense Support projects.

Shaded areas are Securily classifie.
and mudt not be a/[uulg.ed to
unauthorized individuals. All

other material is unclassified.

Korean Contribution: During FY 1958 Korea will again meet
approximately half of its military budget from its own
resources, even though defense costs will be substantially
increased. The remainder will be provided through U. 8.
budgetary support. It is expected that, with the help of
American tax experts, the Korean Government will take further
steps to increase its tax revenues, and that by this means as
well as improved credit controls, inflationary pressures will
be more effectively restrained. Recently enacted legislation
establishing an agricultural extension service and improving
rural credit facilities augurs well for the enactment of ad-
ditional measures needed to increase Korea's contribution to
the mutual effort.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

AGRICUL- INDUSTRY HEALTH PUBLIC %g%%E§JJ GENERAL
FISCAL YEAR TOTAL TORE AND AND TRANSPOR- LABOR AND EDUCATION | ADMINIS- Jociat MISCEL-
RESOLREES MINING SANITATION TRATION | ELFARE | | ANFoUs
Actual FY 1956 vvuvunrveeesesinssessessasssnnns 95,333 6,532 41,535 | 32,546 2,350 2,511 50 7,430 2,379
R e T 98,000 7,685 28,265 | L2,560 5,250 3,835 | 1,300 7,385 1,720
60,000 | 6,035 | 15760 | 16,530 | | 5,360 | 6,105 |1,660 | &
Proposed FY 1958 ..iccccciireinnneicecccnncnncnes ST RSN Chs b ; - e Ceoine o vttt angoss et Ao
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FAR EAST AND PACIFIC Kozea

Program Objectives: To help overcome a shortage of adminis-
trative, technical, professional and managerial skills; and
to provide other resources needed to accelerate progress to-
ward an increased measure of economic self-support and a
gradual reduction of Korean dependence on U. S. aid.

Accomplishments: Through the Technical Cooperation Program,
a beginning has been made in training Koreans in administra-
tive, engineering, professional and other greatly needed
skills. This has been brought about as a result of improved
educational facilities, the work of American technicians and
advisors in many sectors of Korean life, and the training of
an increasing number of Koreans in the United States.

During FY 1957 TC contracts were concluded and opera~

tions initiated for overall engineering services, teacher
training, marine transportation and industrial arts, and an
extension to an existing contract was approved for the es-
tablishment of a Public Administration School at Seoul
National University. Advisory assistance was expanded to ac-
celerate vocetional education and civil aviation training.

Proposed FY 1958 Program: The $7 million proposed for Tech-
nical Cooperation in FY 1958 represents a $1.5 million in-
crease over the amount to be provided in the current year.
This increase reflects the greater emphasis on efforts to ex-
pand essential skills, particularly in the administrative,
technical and managerial fields, needed to help overcome
shortages of skilled manpower that now limit Korea's pro-
gress in economic growth.

The proposed FY 1958 TC program would stress practical
educational activities, including agricultural extension

and vocational and teacher training. Under a major con-
tract concluded in FY 1957, the proposed funds would continue
engineering assistance in industry, power, mining, transport
and communications. Most of the planned TC activities would

involve the continuation of projects initiated in prior years.

By filling part of the void left by Japan's 35-year prac-
tice of excluding Koreans from high level positions, the

Previous Page Missing

Economic & Technical Cooperdtion

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Ct;‘mul. FY 1957 ESTIMATE
thry /1/56 to 3/1 e nexpended
FY 1956 " aersy 6/30/57 Total Yy
Obligations ......... 6: 192 496 5:00,"' 9,500 XXXX
Expenditures ....... 788 967 1, Lh6 2, k13 8, kgl
SUMMARY OF PROGRAM _
FUNCT ION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech, Coop. Special Assist.
echnic ocoperation 000 XXXX
Technical Coop .f ,"':998 5,500 I*XX ')7(3&)20 XXXX
Development Assist. ..... - -
Other Programs ...........
Total vorevrervereerirrenines 4,998 5,500 7,000 7,000
PROJECT ASSISTAMNCE
Technicians .....ceeveeeinnes 46 l, 015 l: 770 l: 770
Participants ...cieveivennenns 8’"'6 l: 560 l: L"""S l:""""5
Contr. Services ....cceeiesns 3’ 136 l: 370 2: 170 21170
Supplies & Equip. .c.ceevee 970 11200 l: 250 11250
Cantr, to Coop, Service ...
Other ...iciiiiiiiiviserennrens = 355 365 365
Total Proj. Asst. ......... h’998 5" 500 7" 000 7,000

NON-PROJ. ASSIST.

Agric, Commod, Total .....

Surplus
Other

......................

.........................

Indus. Commod. Total
Raw Mat’ls.- & Fuel
Machinery & Equip. v.uused
Other Ind. Commad., ...... T

Cash Gronts

------------------

---------------------------

Total Non-Proj. Asst, ...

n
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FAR EAST AND PACIFIC Kazeq

FY 1958 TC program should ensble Korea to manage its existing
economic activities more efficiently and help provide an indis-
pensable element for economic advancement, now assuming greater
importance as its rehabilitation phase draws to a close.

Defense Support assistance provided to Korea since FY 1954

has made possible not only substantial rehabilitation of itg
production facilities but some expansion of productive capacity
as well. Hovever, with the exception of some additional funanc-
ing for projects initiated in prior years, the level of DS
assistance proposed for FY 1958 would merely contribute to the

maintenance of financial stability and the capability of the
Korean economy to meet part of its military needs and maintain
current living standards for the expanding population. ' Given
the need to support military Forces of the present size, further
external essistance would be required to expand Korean produc~
tive capacity to thé point where dependence on U. S. aid could
be significantly decreased in the foreseeable future. Such
edditive resources would be best employed in accelerating the
development not only of minerals, fisheries and agriculture,
but also of manufacturing and processing industries, in order
to produce more items for export and to save on imports.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY ($in thousands)

AGRICUL- COMMUNITY GENERAL
INDUSTRY . EALTH P .
FUNCTION AND FISCAL YEAR TaTAL e D JAND TR NP OR- LABOR | " ;\NDTI EDUCATION | AWiNIS | SOCIAL MiseD. .
ANITATION TRATION WELFARE
RESOURCES & HOUSING LANEOUS
ACTUAL FY 1956
Technical Cooperation ....c.cvcceeueennnns )4, 998 824 1, 614 283 27 46 1, 963 23)"’ = 7
Development Assistance ......eeceveeecases
Other Programs ..ieciveecerusenneneinsieneeenns
Total wereeiiiieiiiinee e e 4,998 824 1,614 283 27 L6 1,963 234 - T
ESTIMATE FY 1957
Technical Cooperation ....cveeeveeeeeennses 5, 500 1,065 l, OBC 130 - 335 l) 605 780 130 375
Development Assistance .........oveeeenenss
Other Programs ..iiecveeecninieninnierreconnes
Total trererireseneresreneraesereseessvenenne 5,500 1,065 1,080 130 - 335 1,605 780 130 375
PROPQOSED FY .1958
Technical Cooperation ,uieenineesonnnnnss 7,000 l, 310 2, 075 280 - 3)40 l, 895 8)4'5 175 80
Other Programs (Special Assistance)..ue.
TOtal serererrerernseeesnaesenesnesaeessans 7,000 1,310 2,075 280 - 340 1,895 845 175 80

12
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209

_($Millions)

TREND OF ECONOMIC ASSISTANCE

N

327

237

277

SECRET (as Noted)

PROJECT
ASSISTANGE -

Industry &
Mining

Transportotion
Other

NON-PROJECT
ASSISTANGE

FY 1958 PROGRAM-Defense Support & Technical Cooperation

{ $ Millions)

Agricultural i - . I
h U.S. Surplus 4 P
Commodities r urplus 40 | Other 70 :]

Sé\c;él
f

210

Row Moterigs ;
&Foel T ! i
Other industriol i 1
L A L " L e ” i BY BEtY Commodities T e s et e e
1951 1952 1953 1954 1955 1956 1957 1958
U.S. Fiscal Years ( Proposed)
L
DEFENSE EXPENDITURES and MILITARY ASSISTANCE EXCHANGE RATES WHOLESALE PRICES
250 - e — — _—_— o 400
( $ Millions ) e (Hwan per $) R ( Index:1953:100 )
U.S. Military :h
Assist ..
T ] | Official
200 — T ——iisisturee previses tros —frmriil ——NI,N ] | TEmes- '---7
TR henz e 250 — 300
i
BO e e e ] :
!
Def; H
Expeﬁdeirt‘ﬁses 500 === 200 » F—
100
Open|Market/
750 —t 100
50 \t---~‘:zd
4 ‘Jliiilll 0l4141 JIAI JJJJILI |]n I
o] 1000
1953 1954 1955 1956 1953 ‘54 ‘55 '56 '57 1953 '54 '55 's¢ '57
NOTE: Keorear defense cxpenditurcs were cenverted irte c¢ollare ot rate 'IjMilimry poyment certificotes

of 500 hwen pzr U.S. dollar

SECRET (As Noted)
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Shaded areas are Security c/aa;iﬁer]
and must not be Jiuu/gm{ to

nau rized individic {5, All
LAOS sathoized indiiduals Al

Population .......ci0eennne . 2 million LAOS U.S.
Annual growth ....... teeene “n.a. Life expectancy (years)....... ctteneenes 30 70
Agricultural land ......ceees 8% of area Doctors per 100,000 population ......... 4 130
Agri. land per capita ....... 3.2 acres Road miles per 1,000 sq.mi...... ceenenene 2 1,250
Literacy rate c..evccoceccese 15 percent Eleetric power per capita KWE per year.. 1 4,000

IO ) CIOIC I SN SO I I IO I R R ) OGO

S 60060 EN00 0000000000000 000E00000EENE0088 ®e®e%.%.%% % "0 ¢ oo vn0a0seo a0

0%0%0% "0 5% s "0 e " "2 "2 " "2 "0 """ 0" "a" 0" " """ 4’0 0" 0" a" "0 """ .................-....l.l.l.l.. o oneae l.l.-.l.I.-..-..-....-...........-
s apn () L] Sascansnnsssencosnssnnnensnsnen e R s e e s s’ ss s s e e e ns eSS

Calendar Years

Unit 1953 1954 1955 1956F

GROSS NATIONAL FRODUCT

Tot8)l GNP «peveeececceoacsscsacosasscannsensses § Millions n.a. ‘n.a. n.a. 100
Per Capita GNP (.i.cocoeceneee Dollars 50
PRODUCTION
Agricultwal Production Index® ,........eeco... 1935-392100 115 75 106 105
Rice sieccvnvininnne Gecscecinnsorcrscsane ces 1,000 MT 520 350 500 500
Tin (metal content) e.ceeeeococnrne ceseassacsan " 0.3 0.1 ' 0.2 0.2
. Bloctric POWOTr ....c.ccecaceccccscasccccccccons Mill. KWH 1.16 1.45 n.a. 2.20
ECONOMIC TRENDS FREIGN TRADE
Total Exports (£.0.be)eccescccesscscsscasncaeces $ Millions 2.8 1.0 2.1 3.0
Nl OTO .vcec-orossssccascssoscsassscsssaccss " 0.7 C.1 0.3 0.3
Coffee....... .. tecececcsantesascessccsoctene " 0.9 0.3 0.2 c.2
Total Imports (C.luf.)eccercevcccsscancsasecans " 12,5 16.1 18.9 34,0
Trade BAlance ...c.ceceesscecssscsossccncens . n -9.7 -15.1 -16.8 ~21.0
FREIGN EXCHANGE RESERVES (end of year).eeeeces.. " n.a, 7.4 33,0 45,0
COST OF LIVING INDEX (Vientiane) e«e.cececececeaces 1953=100 00 123 125 140
20 e n a0 s e e e e e e n " a e n et a P % e e a e " a e e a e e e e e e e N n et " " e Ye e e " e " e " e oae %" ...'.'.'.9.'.'.'.'.'.'.'.'..:.:.:.:.:.:.:.:.:.:.:.:.:.
n.c.n.-.I.....l.l.l.'.l.f.f.-.I.l.i.l.l-....l-l.n.-.n.--n--.--l.l-l.l.t.l.-...l.l.l.l.. () l’. - l.l.l l...l.l l-g. : &.I‘I.OJU.I.I.Ih-.l.l.I.I... e e 0 e s "0 s s a"s

*** " Coun ry Fiscal Year Ending March 31
. (In Millions of Dollars)® 1955 1956 7 _1957 (Budget)
Total Revenues, excl, receipts of U.S. Aid...... o

Total Expenditures ....cceccceeoeee cesescssesnann -

Deficit or Surplus before U.S. grant aid .eesse
Receipts from U.S. grant aid® ..ecececacssscacsss
Deficit or Surplus after U.S. grant aid ..eceee

FINANCES Defense Expenditures ......ccceccceenatcoccscicecs
As percent of Total Gov't Expenditures ........
As percent of GNP .cececececccencctscsccsnrcnce

Total Debt (gros8) ..eeeceecsacccss ceccccostectan
As percent of GNP ...... eetessecssssesstsrioene
Forelgn Debt cceiceeececcocccscececceccccnncnns

n.a. - Not Available p - Preliminary

2 Crop year beginning in year stated. b Laotian budgetary data are incomplets. Available data exclude
expenditures for non-military projects financed by foreign aid. © Represents only local currency for
military use; local currency used for other purposes is not reflected in the Laotian budget.



Mutual Security Program S e ted o

FAR EAST AND PACIFIC £aa4 unauthorized individuals, All
U,S, Objectives: To assist the Royal Lao Govermment, so long as other material is unclassifid.
it remains non-Commmunist, to maintain its independence, restore

its adminigtration in the tvo northern provinces, and congolidate

U,S, Interests: Laos is an extremely vulnerable outpost of the
Free World; for more than 600 miles; it borders on Cmmunist_vChina

mbling then to eu’km % the entir
Anoreased contacts with the Gemniet Bloe,
the Viet Minh-directed Pathet lao continue to control the two
northern provinces, the military threat remains, It is

estimated that up to 18,000 Viet Minh troops could be quickly de- :
ployed to Leos if the Viet ‘Minh so desired /\m
" ‘ ;iati0) THE PROGRAM FY 1956-58 &>
( $ Millions)

1ve1y tmsting thet they are mti mil .
grant the Pathet lao concessions pernﬂ.tts.ng
sountry-vids penetration effort. ILacs' avare
TeOVer, and ita cmequen reel

53.1 51.5

Technical
e
Cooperation B

Military
Assistance

FY 1957 FY 1958
{Proposed Program)

FY 1956

. ‘alomm ora _ » U,8, Pro t The total Mutual Security Program proposed for
sary to continue to help the pation FY 1958 is %50.3 n‘l.llian, of which $8,3 million is for Military
and to increase lLao Government participation in economic and Asgistance, $40 mi11ion for Defense Support, and $2 million for
social development efforts. Technical Cooperation,

I




FAR EAST AND PACIFIC Mutual Defense Assistance SECRET

Laos Military Assistdnce 756

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollors in thousands)

1. o : : f o ‘Comminist P Cumul
sggression by defending or delaying in such manner as to thr 7/1/56 10 110 Total onp|dutdated
Teserve and maintain the integrity of the goverament snd FY 1956 2/28/57 6/30/57 8130157
_ 3ts armed forces for the period of time required to in.
voke the U.N. Charter and/or the' Boutheast Asia Collective
Defense Treaty and to commit collective security forces Bup
to support or reinforce indigenous forces in defense of
the country athacked. i '

FY 1957

L0 | 3 =
PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
MAJOR COMBAT FORCE OBJECTIVES: T

$38,0001/ | $h,3511/| $,305 | 38,276

26,

1 Infantry Division; 1 Territorisl Division
Alr Porce: 1 Squadron {Composite)

CONTENT OF FY 1958 PROGRAM

Description ) Value

% em

PROPOSED FY 1958 PROGRAM: The proposed Program for 1958, Cartridge, Cal. .30 (all types)(MBRas) 76
g 3.3 miliion, is designed to provide spare ... Vehicle Rebuila o : 1k
parts, some training emmnition, comstruction and cone = o . Construction and Consumables : 5,808
sumable items and a very limited amount of replacement ' '

~of materiel not available from excesses in Indochins.

Follow-on Spare Parts 667
_A Other: 1,226
FY 1950-1957 PROGRAM: PFrom late 1950 until July 1954, :

‘the - tes ivered about $1.l1 billion of mili.

tary supplies to Indochina. Under the terms of the Geneva
Agreement, Laos can import military equipment required
for its own defense, wheress Viet-Nam is restricted to
replacing equipment presently in possession of its armed
forces. Also, under the terms of the Geneva Agreement,
with exception of 3,500 Frenchmen consisting of a train.
ing mission and & small detachment of troops at the French
bade at Seno, no foreign troops can be stationed in Laos.

In order for the Department of Defense to insure coms' | o }
Pliance vith mutual security legislation and at the same 1/ Incindes $1,608 ICA-DFS
tike not violate the Geneva Agreement by sending U.S. L '
military personnel, it was decided to station civilians

nsive military background - such as retired
reserve officers under cover of the United States

Equipment -and Supplies Purchased to 31 Dec. '% $ T 1#-92
SECRET Programmed from Excess U. S. Stocks to 31 Dec. '5% $ =2

16




SECRET  Laocs

Qperations Mission.

in effect a civillan.
a year and again for or
gram Eveluation Offieé' ;5 .

ACTIVE FORCES:

Army: 25,000

ADMINISTRATION: The present authorized complement of
the Program Evaluation Office is 40 U.S. civilians
supplemented by 10 local employees.

Most ‘of 'bhe ma..jor dtems of mi}.:nf y

_ v PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.

sent; inadeguate loga.stzcs system The Program Eva.lua- dollars, the average annual maintenance costs of a

tion Office gives top priority to develop:,ng an a.d.e- £ soldier, sailor or airman are $867. This includes

quate logistics: organization. : ol pay, allowance, subsistence and individual clothing
costs.

COUNTRY CONTRIBUTION TO DEFENSE: :Provision of 25,000
men and the deployment of fighting forces to the twa
nerthern provinces to attempt to regain control of the
provinces from the Pathet Laos forces; compulsory con-
scription service for all able-bodied men.

COUNTRY LIMITATIONS: The attainment of Mutual Security ob-
jectives is limited by: Long-term deficiency of skilled
and trained persomnel resulting in ineffective utilization
of equipment and manpower; incapability of resisting ag-
gression by Viet-Minh forces or eliminating Pathet Laos
forces; inadequate maintenance of major meteriel, particu-
larly vehicles; absence of economic capability and re-
sources to support any of its military forces at the pre-
sent time., Defense budget 100% supported by U.S. aid.

APPRAISAL OF FORCES
capable Of maintain,
number of Pa.‘bhet"laa

an: und.etemined number of the Pathe
Army,. However, if the Chief o ,S‘h&ff
band in this integration, only those opE »
thoroughly screened and reindoctrinated woul& ‘be a.}.l
in the Royal Army. In the event negotiatiens ‘betweer
. Roymd Government and the Pathet Lao fail, 1t is belie
that the Royal Army does not have the capability of de
feating the Pathet Lao, were the Viet Minh to interfere.

SECRET
1L



SECRET LAOS QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Proposed Total Delivered Estimate of
Program Program Program Through Delivery Undelivered
Ttem FY 1958 FY 1957 FY 195057 |28 Feb. 1957 | Mar-Jun 1957 | 30 Jun 1957

, 2 1/25:5::, 6:::6_
k, 4-5.6Tom, 6:;6

oo oo

=
\n
3=

QOO0

fmﬁw,&m,(
- ;Imrtar, Bimm (all mdels)

...Rifle, 57mm, Recoilless .
1k, caxbine, Cel..30 (all mode: s g e >
15 m-rle, v.S., Cal..30, m-Series S - e 1 10,699 | 10 699 :

'
it
0
3
B\
o
8

]

1

1

N

LAY

3

1 .

] :

B N :
mdo ooo

680 - .26_3' ol v’ "",’18,‘"318 . .15,585 2,k

i
R

;;%gmaux;nz,snmmeﬁar(x’ &) _ . a
oh. Shell, EE, w/f PD, h.2" Mortar (u Rds) - TR

p5. SCR-193 Radio Set | | - -
SCR-300 (AN/PRC-10) Radio Set - - 1o o565 0 565
. SCR-536 (AN/PRC-6) Redio Set . - - | 1,090 1,090

0O 00O FWW HON

. SCR-694 (AN/GRC-9) Radio Set 1 1 238 | 237
29. Bridge, Fixed, Steel, Bailey Type, M2 48 | 48
30, Crane, Truck-Mtd, 3 /8 or 1/2 Cu. Yd. - _ o 22

t
1
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Shaded areas are &curily classified

Defense Support and mast not be divulged to
FAR EAST AND PACIFIC  Laod PP ethaniced individuty oAl
other material is ‘untlaaailitd.
an Ob '1'6!': ;g:‘g!‘b % gb‘{;ﬁlﬁ: ] ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)
o,rmed forms and eivu polida, without causing dameging in- Cumul, FY 1957 ESTIMATE
flstion; to strengthen govermmental servieces and adminigtra- Py 'Toe 7/1/56 10 3/110 Total Unexpended
tion as n necesssry besis for public support of the govern- LT 6730757 " 6120757
ment; to facilitate more effective utilization of the coun- Obligations .....cu.s 88,217 20,252 23,448 43,700 XX XXXX
try's resources in order to increase its capacity to meet a Expenditures «oee.e ‘
larger share of its requirements; and to foster cooperation &,553 29,093 1,243 43,336 2,028
with other Free World countries in the region. SUMMARY OF PROGRAM
FY 1956 FY 1957 Proposed FY 1958
Total tiireeeeorncccncreencense 47,652
PROJECT ASSISTANCE
Technicians ...eccvveeevenee 54'
Participants ....ccveevirenes 92
Contr, Services ............ 1,078
Supplies & Equip, ..eeee.. 4’371
Contr. to Coop. Service ..
Other . oiiiiiiiireniiiiencacnes 18
: Total Proj, Assts .eceeee. 5’613
..,d""ta the danger of & Communist take-over, NON-PROL. ASSIST.
The threat of serious inflation and economic deterioration A 0
inherent in the necessarily heavy spending for military :"c‘| Commod. Total .... %
forces has been successfully met thus far by U,S,-financed e 400
commercisl imports., However, substantial injections of money PROT cove wnssmssnenianans
into the economy arising from expenditures for the military Indus. C 4 Total 2
establishment are a continuous threat to stability. In the nRus' Mo,":,m N FOT %
meantime, a variety of factors has tended to foster illegal Mochinory & Eevi 5. 587
trade and exchange practices, This problem is now being Orter I Commp ™™™ 200
studied to determine corrective measures, beyond assistance ) T
already given the lao Govermment in improving import proce- Cash Grants 26,737
dures and controls. ................. s
Other iuuiiriernesiencsenareenes =
Esgential road, water and air transport fecilities also have Total Non-Proi. Asst 42,039
been rehebilitated and improved, thereby increasing the mo- I ’

bility of the security forces, as well as laying the founda-
tions essential for economic development and closer contact
between the govermment and the people. By April 1956 all
major roads were reopened for dry season traffic. The coun-
try's transportation problem has been further relieved by a

L]



FAR EAST AND PACIFIC Lao4

shift of the major ocean port of entry from Saigon to Bangkok,
This was made possible by U.S. aid in extending the railway in
Thailand up to the Mekong River, building ramps and providing
ferries across the Mekong, and improving the road from there to
Vientisne, As a result of this shift, the shipment time inland
has been reduced from approximetely four weeks to a maximm of
about ten days, and the average per-ton cost of some items hes
been decreassd from around $200 to $40.

In addition, the U.S. has provided technical assistance which has
been instrumental in bringing about a basic revision of govern-
mental trade policy and procedure, helping to reduce both the
costs and difficulty of bandling imports, The govermment has
consolidated all major economic functions in one ministry; in-
stalled import, customs and foreign exchange controls; and nego-
tiated in-transit trade agreements with neighboring countries,

Under the conditions that have preveiled in Laos since the incep-
tion of direct U.S. aid in FY 1955, the Defense Support program
necessarily has focused on the problems of providing assistance
of the type essential to the security effort, and overcoming the
numerous difficulties involved in getting an effective aid pro-
gram under way, Consequently, less has been done thus far toward
helping Laos progress with the basic development of the country
required to improve the economic and social well-being of the
people,

Some significant accomplishments, however, have been achieved in
this direction. Partly due to U,S, aid, the nmumber of privately
owned and operated sawmills hes increased from six in 1952 to
twenty-two in 1956. As a result, local suppliers have been pro-
vided with lumber needed for the huge building expansion in Vien-
tiane. Experiment stations are being set up to test improved
crop varieties and methods of raising livestock. The problem of
how to bring aid directly to the people is under active study,

h & start having besn made in s program of "Civic Action,* in-
_ende& ultizately to become & program of community development.

Proposed FY 1958 Program

Economic and Political Background: The political scene in lLaos
continues to be troubled by the existence of the Pathet Lao
minority group, which has sizeable forces under arms in two
northern provinces and is earrying on subverasive mctivities in

Shaded areas are Security classified

and must not be d[uulg.ed to
unauthorized individuals. All

other material (s unclassified.

panied by uncertainties making it difficult to take certain steps
leading to an improvement of the aid program.

P equivalent in 1957 are

$2.9 million short of meeting sven civil expenditures, which pro-

vide only the minimum of normal government services in urban
areas and practically none at all in rural areas. Over half of
these revenues derive from customs collections on imports., Es-
timated 1956 foreign exchange earnings were approximately $3 mil-
lion, compared to imports of about $34 million,

Proposed Defense Support Pro It is planned that, of the

: million in Defense Support aaaistanee proposed for FY 1958,
million will be used to generate loeal currency, through

of saleable commodities or other means, for the support

e armed forces and for internal project costs, The belance, ,

million, will be used to meet the dollar costs of stxppliee,

n‘b a.nd aervices for projact ‘activities,

;Ot th *33.3 million to be used for the ganerntion of locel cur-
rency, 1t is estimated that $25 million equivalent will be re-
quirsd for support of the Lao military budget in 1958, and $8.3

"million for the local costs of DS and TC projeets. The military
“.sgpport level projected for 1958 anticipates that lower costs and

budgetary adjustments will permit a reduction of about $6.5 mil-
1ion below the amount to be provided in 1957. :

The pr osed project component of the FY 1958 DS progrem includes
about : Jilon for the direct dollar costs of projects to re-
open and maintain roads connecting the Mekong River ports of
Vientiene and Pakse with other major towns north and south, im-
prove the landing field at Vientiane, and provide ramps and
ferries connecting southern Laos with the city of Ubon in Thai-
land, . The civil police will be further strengthened and expanded
by the provision of sdditional equipment and eervices, estimated
to cost $1.5 million, , o e




FAR EAST AND PACIFIC Laod

To strengthen public support of the govermment and counteract
Communist subversion, assistance amounting to $840,000 is
planned to outfit teams that will hring medical supplies, baslec
educetion snd self-help advice to villages throughout the

country,

Of this total, $340,000 will help support the

Shaded areas are Security classified
and muat not be Jiuulgn{ to
unauthorized individuals. All

other material is unclassified.
*Operation Brotherhood® groups fr ilippines. To re-
lieve an acute shortage of power, i1s programmed for
procurement of small electric power gemerating units to be in-
stalled in the provincial capitals and larger towns of lLaos.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

COMMUNITY
TOTAL PRIy | INDUSTRY | 1o nspoR. HEALTH PUBLIC DEVELOP., | CENERAL
FISCAL YEAR AND LABOR AND EDUCATION | ADMINIS- SOCIAL
cost NATURAL MINING TATION SANITATION TRATION WEL FARE MISCEL-
RESOURCES LANEOUS
& HOUSING
ACtual FY 1956 1rrrssrsnssrsessnsessnsrensasasanns 5,613 102 238 164
Estimate EY 1957 1euvvuvereeessoseessesesenens | 44570
Proposed FY 1958 ..iiiiererrucesennivenacnnanns 6’] E




FAR EAST AND PACIFIC Lao4

Program Objectives: To assist Laos in developing the techni-
cal competence and administrative ability required to handle

its economic development and the necessary affairs of govern-
ment; and to strengthen the Lao Govermment services involved

in bringing about technical, economic and social progress.

Age ighments: The shortage of financial resources and of
trained personnel in Laocs have been major factors limiting
progress under the Technical Cooperation program, initisted
as a separate component of U,S. economic assistance in

FY 1956, However, a beginning has been made and some sig-
nificant accomplishments have been achieved.

In agriculture, improved irrigation and drainage techniques
have been applied, affecting more than 4,000 hectares of
land. Under a crop testing program, 200,000 Robusta coffee
seedlings have been introduced, to improve one of Laos! few
export crops; and a smaller quantity of fruit seedlings and
varieties of upland field crops are being tested in experi-
ment stations. Some 44 Laotians have received agricultural
training in the Philippines and Thailand, particularly in
extension work,

Under the malaria eradication program, attacking the primary
public health problems, 22 technicians have already been
trained in Thailand and are working in Laos with a team of
five Thai malariologists. A yaws eradicetion program has
now reached the point at which U.S, aid will be phased out
at the end of the current fiscal year,

To increase the mmber of skilled laborers and those trained
in the trades, two technical education centers have been es-
tablished, providing training for some 200 students per year.
About 45 participants in elementary and technical education
also have received training in Thailand, and have returned to
teach in the public achools. Some of them are now on the
ataff of the technical education centers.

Technical assistance also is being given through a study,
now in process, to determine the most practical and feasible
road and river routes that should be developed within and in-
to laos. Natural resource surveys have been undertaken to
help determine the location, magnitude and availability of
coal, salt and other indigenous resources.  Fellowiiig the

Previous Page Missing

Economic & Technical Cooperdtion

Shaded areas are &curily classified
and must not be Jiuulg:d to
unauthorized individuals, All

other material is

unclassified.

ESTIMATED OBLIGAYIONS AND EXPENDITURES ($ in thousands)

C't;‘mul. FY 1957 ESTIMATE
ru
7/1/56 to 3/1t
FY 1956 2/28/57 /30757 Total erorar
Obligations ......... 1,020 338 11162 1’5m XXXX
Expenditures ....... 459 550 493 1,04—3 1,018
SUMMARY OF PROGRAM
FUNCTION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech. Coop. Special Assist.

Technical Cooperation ... lgow ljsw 21000 2’000 XXXX
Development Assist, ..... - - XXXX XXXX XXxx
Other Programs ...........

Total ueerevrrseereeneenens 1,000 1,500 2,000 2,000
PROJECT ASSISTAMCE
Technicians ..c.ceeivieennnes 142 395 800 800
Participants ......ceeveeeens 34 105 120 120
Contr, Services ......ooeeees 57 435 295 295
Supplies & Equip. ...c..... 484 “5 71*5 745
Contr, to Coop, Service ...
Other evevreemriesnienna. 283 120 40 40

Totol Proj. Asst, ....e..ue lzm lLSw 2’0w 2’

NON-PROJ. ASSIST.

Agric, Commod. Total .....

Surplus
Other

......................

.........................

Indus. Commod. Total
Raw Mat'ls, & Fuel
Machinery & Equip. ......*
Other Ind. Commod. ...... 4

.......

Total Non-Proj. Asst. ...

8
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FAR EAST AND PACIFIC Laod

pettern in Vietnam, activities under the Civil Action program

are being coordinated with a nev village development program,
asing field service specialists to stimilate improvement in
.raral 1iving conditions by enlisting group activity for civie
batterment, o

Proposed FY 1958 Program: The proposed FY 1958 program, for
which $2 million is requested, will continue to be directed to-
vard remedying the country's major deficiencies in trained ad-
ministrators, technicians and skilled labor, and in basic eco-
nomic and resource data. More specifically, $165,000 is con-
templated for agricultural extension training, and for demon-
stration and training in hog and poultry production, in an
effort to help diversify agriculture and meet the present food
production deficiency. For the exploration and survey of the
natural resources of lLaos, and for surveys to determine future
transportation requirements, a total of $140,000 is programmed.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

Shade areas are &curily classified
and must not be divulged to
unauthorized individuals. All

" other material is unclassified.

Projects proposed in teacher training, curricula development
and textbook preparation, which are filling a fundamental need
in primery and technical education, will require $280,000. To
continue the program in malaria eradication, $250,000 is
planned, plus a small amount for assistance to the Ministry of
Public Health. To expand current efforts bringing benefits
directly to the people, $385,000 is planned for the field
gervice and for community development projects. Continuing
efforts to help improve the handling of trade and tightem con-
trols, $280,000 is proposed for further improvement of the
customs service and the govermment's trade office,

($ in thousands)

AGRICUL- | COMMUNITY GENERAL
INDUSTRY HEALTH PUBLIC DEVELOP.,
FUNCTION AND FISCAL YEAR TCOOE’}L TR AND TRANSPOR- LABOR AND EDUCATION ADMINIS- SOCIAL ford
ResoURAL S MINING SANITATION TRATION | WELFARE &zCEEob-s
& HOUSING
ACTUAL FY 1956
Technicol Cooperation .......cceeseeesesins 1,000 203 - - 108 Ul 23 - 525
Development Assistonce ........ceeeeeeeeen 1
Other Programs ciceieceseseseareccssrasessssnes
Total Luveeervveeecseresirmsrnrniaesssesssannns 1,000 203 - - 108 141 23 : - 525
ESTIMATE FY 1957
Technicol Cooperation ..cc.ceceeciecncnnenes 1,500 150 35 us 295 80 270 185 370
Development Assistonce ..e..ciceverensenens
Other Programs wiccscieeececercasaiacnnencenns
TOtal verireeerersnrrrreeosrsnriessrnessesnsene 1,500 150 35 115 295 80 270 185 370
PROPOSED FY 1958
Technical Cooperation ..vevicveceeerscescnnen Z’Om v 290 100 40 300 280 280 260 450
Other Progroms (Specicl Assistance).....
Total ceiereesnsenesescecscncsrensssncsnrcanes
° 2,000 290 100 40 300 | 280 280 260 450




SECRET (As Noted)

TREND OF ECONOMIC ASSISTANCE

ke L ol

e

($ Millions)

487

45.2

Defense
Support

1951 1952 1953

1954 19565

U.S. Fiscal Years

1956

1957

1958

(Proposed)

FY 1958 PROGRAM - Defense Support and Technical Cooperation
» ($ Millions)

'S'Go

/ A
PROJECT Gopor! J1ech. é\}
ASSISTANCE 2230828 Coop

Transportation

Other

NON-PROJECT B
ASSISTANCE
Row Materials

and Fuel

Other Industriai
GCommodities

Other(cash Grants) ---

Agricuttyrat
Commodities

I?E,EFENSE EXPENDITURES and U.S.MILITARY ASSISTANCE ~

1953

1954

( $ Millions) ‘96‘0 ]
N4
X
50
u.s
Defense 2
Expendi'ures‘/
AN
25
° 1 ! L 1 L l

[ Prewar
Levep 450

RICE OUTPUT

(1,000 Tons Rough Rice)

Estimated Consumption Needs (540)

L""__—500_'_'—_‘

1952/53 1953/54 1954/55

Crop Years

1955/56 1956/57

Preliminary

_l7 Fiscal Years beginning April | far Defense Expenditures ond ending June 30 for U.S. Military Assistonce.

2/ Almast entirely financed by U.S. aid.

SECRET (As Noted)
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PHILIPPINES

Population ....c..cnaa.... .« 22 million

Annual growth ........ ceess 1.9 percent Life expectancy (years).......

_ dgricultural land ......... . 193 of area Doctors 100,000 ulati
A DATA per population
BAS IC Agri. land per capita ceceens 0.6 acres Road miles per 1,000 sq.mi....

Unit
GROSS NATIONAL PRODUCT (in 1955 prices)
Total GNP .vvvvvnrennass seevasessesscsssseceess B Millions
Per Capita GNP .......ccc... ceetsesenecvroas Dollars
PRODUCTION
Agricultural Production Index® ..............es 1935-39=100
Per Capita Index 6000000000 c00rn0000000000 0 "
Rice ......OI............lll............... 1’000 ]ﬂ
m.nufacturing Index ®0cocvoverrserrssesenena e 1949-100

ECOMOMIC TRENDS FOREIGN TRADE
Total Exports (£.0.be)ccceeiecescecsccennssnsss $ Millions
"

Copra 800000010000 00000000000000c00000000000 0

Sugar, centrifugal ....iiieececrosscesccccen "

Total Imports (£.0.be) cecececccccocnccscnnncens "
Trade Balance ...ceececesssccesocssscsssenne . "
"

FREIGN EXCHANGE RESERVES (end of year)..........
COST OF LIVING INDEX (Manila) ......ececveeesee 19532100

Gountry Fiscal Year Ending June 30

(In Millions of Dollars) 1955

Total Revenues, excl, receipts of U.S, Aid....... 385
Total Expenditures ...eceecesecsesccencsssocecacnse 451
Deficit or Surplus before U.,S, grant aid,,...... -66
Receipts from U.S. grant aid cesnine 14
Deficit or Surplus after U.,S, grant aid ......, -52

CENTRAL GOV'T
FINANCES Defense Expenditures ........ cecesctsiossensecianes 75

As percent of Total Gov't Expenditures ...... .. 17%
As percent of GNP ..ccvivcecccncrsscosscnancans 2%

Total Debt (gross) ..ceeee.. Cesetsseessecarestaes 451
As percent of GNP ....... esecsccne eerssscccraes 1%

Foreign Debt ....cccccenecnnccveceass e ececevnee

n.a, = Not Available p - Preliminary
8Crop year beginning in year stated.

1953

4,030
191

139
100
169

404
116

96
476
-7

296
100

ceseccenne 42 70
......... 8 130
.......... 160 1,250

Literacy rate .........ve.v0.. 65 percent Eleetric power per capita KWH per year.. 50 4,000

Calendar Years

1954 1955 _1956P

4,180 4,430 4,710
194 ' 202 211

143 142 47
101 99 100

3,2

00 3,240 3,410

130 213 234
396 390 455

1
1

30 119 129
06 106 90

487 548

2

1956
425
485

91 -158 =59

(] 209 220
99 98 101

1957 (Budget )
474
566
-92
28
-64
81
VA 4

n.a,

n.a,



FAR EAST AND PACIFIC Philippined

U, S, Objectives: To create a Philippine armed force capable of
maintaining internal security, defending against external attack,
and conbributing to the common defense under SEATO; to insure the
continued availability of naval and air instailations for U. S.
use; to encourage economic, social ard political advancement;

and to demonstrate to other underdeveloped nations the progress
possible, through cooperation with the United States, within a
democratic institutional framework,

Ue Se. Interests: The Philippine Republic has been a staunch ally
of the United States and of the Free World since it achieved
independence., It has taken an active part in the organization
of SEATO and maintains friendly relations with the other free
countries of Southeast Asia.

Since 1946 the Philippine people have established a Republic,
have repaired with U, S. aid the tremendous destruction of the
war, and have suppressed all but a remmant of a Communist re-
belllon., The country still faces serious problems of unemploy-
ment, underproduction, inadequate industrial development, and
ineffective land distribution and use., It 1s of great importance
to the United States that the Philippines should make substantial
progress toward solving these problems and remain friendly,
because of: the extent to which we are being judged in Asia and
Africa by the success of our only former Asian colonial possession;
the Philippines! strategic location and defense arrangements with
the U, S; the extensive and growing U, S, economic interests in
the Philippines; and the close political and cultural ties ex-
isting between our countries as a result of our historical con-
n=ction.

U. S. economic relations with the Philippines are based on a
Trade Agreement under which special privileges are afforded
American citizens. It is estimated that U. S. citizens and
corporztions now have well over $L450 million invested in the
Philippines and American capital continues to be attracted to
the country,

The United States has a Mutual Defense Treaty with the Philip-
pines, as well as a Military Bases Agreement which permits us
to operate a number of military installations in Philippine
territory, several of which are of considerable size and im-
portance to our security in the Pacific,

87

Mutual Security Program
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CAMBODIA

MALAYA

OTAI WAN

THE PROGRAM FY 1956-58

{ $ Millions)

Technical
Cooperation

FY 1957

FY 1956

FY 1958

(Proposed Program)

U, 5, Programs: The total Mutual Security Program proposed for
FY 1958 is $30,9 miliion, of which $21.9 million is for Military

Asslstance, $15 million for Defense Support,
Technical Cooperation,

"and $4 million for



FAR EAST AND PACIFIC

Dhilinrs

To assist in e:ram:l.z-
ipping military forces to mal .
and {o increase ability to defend ugu:mat xte

Military Assistdnce

OBJECTIVES:

MAJOR COMBAT FOURCE OBJECTIVES:

b Infantry Divisions

28 Naval Vessels; b Patrol/mti-&:bmrine
Alreraft

4 Squadrons (3 F/B, 1 Trans)

.z Force:

E: ~ ?emnee program mt:tng o $ll.9 il
: It includes selected items of equipment not includ.
: :Ln prior programs to improve the effectiveness of the
These items include light observation

%, engineer equipment, ammnition, and aircraft
‘and warming equipment.,

An unba&anced war regserve
metely 60 days, training ammni-
to maintein eguipment furnished thrm;g‘u
A limited reserve of spare parts; (2) Navy
o?

‘"‘30 dn:,-s plus aoaad training emmmition;
- Jet modernization of the 3 fighter bomber
Ons plus tollown-on support for all 4 air sq,mdrons,

snged to & maintenance of investment program, éat- {
for selaeted items of equipment, because of the

SECRET

Mutual Defense Assistance SECRET

e

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousards)

Cumul
thry
FY 1956

FY 1957

7/1/56 to
2/28/57

3/Yte
6/30/57

Tatal

Unllquidated
Obligations
6130751

21,508

PROGRAM (Dollars in fhousands)

k L-19 Afrcraft W/Float

15

Aircraft, Complete (Lialson)

FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
$177,768 1/ | $10,848 1/ | $13,398 $11,877
CONTENT OF FY 1958 PROGRAM y Includes $2,210 ICA-DFS.
No. Description Value
1. T<33 Adrcraft

1 Coast Guard Patrol Boat, 95' (CGPB)

17

Tank, Light

5. Tractor, HS, 13 Ton

6 Truck, 5 Ton, 6x6, PM (Mnl)
3 Howltzer, 105mm, M2A1

3 Shell, HE, 4.,2",

8 Rocket,

Mortar, 60mm (all models)

750# Fire Bomb, M.116
AN/ARN-21 Class V Kit

6 AN/FPS-8 (modification kit)
Construction & Consumables
Follow~on Spare Parts
Othexs

Truck, 2 1/2 Ton, 6x6, Dump, WW II

Cartridge, Cal..30(all types)}{M Rds):
, Mortar (M Rds)

Shell, HE, 60mm, Mortar (M Rds)
3.5" (M Ras)
750# GP Bomb, M.117

Equipment and

Supplies Purchased to 31 Dec. '56

Programmed from Excess U. S. Stocks to 31 Dec. '56




SECRET Hnlqmnms

Program . The revised J?Y 1957
1 forces at @bout the current level of
28 naval vessels; and 4 air sq.’xa.drans, wi
rall strength of u7,ooo. . -

COUNTRY CDNTRIBUTION TO DEFENSE: Base sites for U.S.
forces; ¥7,000 men in armed forces; defense budget of
about $81.0 million in FY 1957; political support of
SEATO efforts.

COUNTRY LIMITATIONS: The limited capability of the Phil-
ippines to provide funds for adequate support for its
military forces can be atiributed to the general state
of economic, financial, and political underdevelopment.
The economy is essentially agrarian. There are negli.
gible physical assets and production facilities avail-
able in relation to defense requirements. This limited
capability coupled with the priority being accorded by
the Philippines Govermment to non-defense projects
(rural development ), has resulted in delay in achiev-
ing the goals that have been set for the Philippines
armed forces.

APPRAISAL OF FORCES: Armed forces are adeqpa‘
‘effective to accomplish the mission of inter 18l B
but cannot be considered combat-ready to defend ef ive.
ly against an attack by an organized military foree.

ACTIVE FORCES: (As of 31 December 1956)
Groung Forces: 39;h78
Nevy: 3,639
Air‘Fbrce: . h,ok3

ADMINISTRATION: The present authorized complement,of
the MAAG is 70 military personnel supplemented by 6
local employees. 7 U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U. §S.
dollars, the average annual maintenance cost of a soldier,
sailor or airman is $707. This includes pay, allowance,
subsistence and individual clothing costs.

SECRET
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QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Proposed Total Delivered Estimate of
Program Program Program Through Delivery Undelivered
Ttem FY 1958 FY 1957 FY 1950-57 |28 Feb. 1957 | Mar~fun 1957 | 30 Jun 1957
. i 8 6 0 o
SA-16A Mrcraft . - 4 1 3 0
5: 7-33 Aireraft 1 - 6 6 0 0
6.‘1 TéG Aircraft : . - - 8 ] 8 0
7. 180" Bscort Patrol (PCE) (overhsul) - 3 5 2 0 3
8, Cosstal Mipnesweeper (MSC) - - 2 2 0 0
9. Submarine Chaser (rc) (overhaul) - 1 6 2 3 1
10, Motor Gun Boat (POM) - i 6 6 0 0
11, Tank Landing Ship (1ST) (overhaul) - - 5 5 0 0
|12, Truck, 1/ Ton, hxh (all models) “ - 3,590 2,130 o} 1,460
13, Pruck, 3/bTon, kxlh, Cargo (all models) - . 517 33 3 7
14, Truck, 2 1/2Ton, 6x6, Cargo {all models) - - 1,632 1,271 0 361
15. Truck, b-5-6Ton, 6x6, Wrecker = - - 87 53 0 b
lGTruck, Fire Crash 0-10 - 2 6 1 0 5
17. How, 105mm, MRALl, w/Crg or Mt 3 1 b ko 0 1
18, Mortar, 4.2" w/Mt (all models) 5 1 Sk 5h 0 0
19 ﬁiﬂe, 75mm, Recoilless - - T 16 0 55
20. Bi!le, U‘S-,,C&l. 130, m.-serieﬂ - - 1-1’594' ll’59)+ g 0 O
21, Cartridge, Cal..30 (all types) (M Rds) 2,547 262 39,688 26,560 0 13,128
22. Cartridge,HE(NRAT) 75mm Rifle(M Rds) . : 33 26 0 7
23. Shell, HE, ML, w/f, 105mm How,M2(M Rds) - - 338 332 0 6
24, Shell, HE, 6Omnm Mortar (M Rds) 1k 8 37 363 0 8
25. Shell, HE, 8lmm Mortar (M Rds) L 3 173 154 0 19
26. 20mm Ampo (all types) (M Rds) 81 33 316 283 0 33
27. AN/ARN-21 Class V Kit 82 25 25 0 0 25
28, AN/TPS-10, IW Search Radar . - 3 0 0 3
29. AN/TRC-4 (AN/TRC-12) Radio Relay Set - b 12 0 7 5
30. SCR-608 (AN/GRC-5) Radio Set - 43 27 16 0
SECRET
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Osjsctives: To help in me

s me .
Becuri‘by and *co increase Philippine capabil:.ty of .d:s- ,.
fense against external attack; toussis decraasing pal::b— .
iecal and economic unrest, parbicularly in rural areas, hy

oviding essential public works, public health services, and'
assistance to agriculture and industry, thereby lessening the

osgibility of intemal anbversim and :msmng the secur:%.ty .
of U, 8. bases, : G Lo :

Accomplishments: Defense Support assistance provided to the
Philippines during the period FY 1951-57 has helped to:
Strengthen Philippine Security Forces - The increased capa-
bility of the Philippine forces enabled the governmment to
reduce the Huk threat to its own internal security and to

participate in the defense of the region, as evidenced by the

Philippine battalion in Korea and its cooperation in the
SEATO military exercise,

ge the Sscurity of U. S. Bases - The Amprovement in

1l securdty and living cond:nta.ons achieved during 'bha

ral years has besn an important factor enabling the
ate; > to maintain important military installation

pines in the fece of rising nationalism and &n

tism in certain influential gquarters,

Improve Communications -~ Improved communications, including
roadways to local areas, have increased the effectiveness of
Philippine forces maintaining internmal stablllty, and also
enabled the government to enlist the support of the people in
preventing Communist penetration,

As a result of these accomplishments, a feeling of hope has
been instilled in the population, the blandishments of Com-
munism have become less attractive, and Philippine willing -
ness to cooperate in a mutual defense of Southeast Asia has
been maintained, Philippine cooperation is also evidenced
by budgetary contributions to the aid program totaling two
and a half times the value of U, S, assistance. In fact,
numerous projects originally finmced by the U, S, are now

being wholly supported and directed by the Philippine Govern-
ment.

Defense Support

Shaded areas are Security classified

and must not be L{iuulg.u{ to
unauthorized individuals All

other material is unclassified.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Cumul,

FY 1957 ESTIMATE

thru
FY 1956

7/1/56 to
2/28/57

3/1 to

6/30/57 Total

Unexpended
6/30/57

Obligations ...ceeu..sl

114,002

19,093

9,820 28,913

XXXXXX

Expenditures «icee..d

82,055

18,976

10,579 29,555

31,325

SUMMARY OF PROGRAM

PROJECT ASSIST ANCE

Technicians

Participants

..............

Contr. Services

Supplies & Equip.

Contr. to Coop. Service ..

Total Proj. Asst. .cuueeae

NON-PROJ. ASSIST.

Agric. Commod. Total ...
Surplus ceeiserceiiirncenans
Other iuiivserieiensinncens

Indus, Commod. Total ....

Row Mat’ls, & Fuel

Machinery & Equip......

Other Ind. Commod.

Total Non-Proj. Asst.

FY 195¢

23,200

FY 1957

. 7,800

7,800

15,L00
. EBAhOO

o] 15,400

17,813

9,000

L]}




FAR EAST AND PACIFIC Philippines

Proposed FY 1958 Program

Zconomic and Political Background: The Philippine economy is
characterized by a low level of per capita production, wide-
spread unemployment and underemployment affecting eight million
people, and recurring foreign trade deficits, As a result

governnent revenues are insufficient to meet growing demands
for essential services, and to mobilize capital for the expan-
sion of the economic base needed to support both the military
effort and the requirements of an increasing population,

_military barracks, training an
~roads, and (b) $3 million to

this effort is highlighted by
has been an important
elemms. L

Shaded areas are Security c[auil{ec[
and must not be Jiuuly.ed to
unauthorized individuals All

other material is unclassified.

Composition of Defense Support Program: The $15 million
proposed for Defense Support in FY 1958 would be distributed
as follows:

l. Project Assistance To furnish supplies
and equipment for the eradication of malaria, the improvement
and expansion of harbor facilities and road networks, the
completion of potable water supply systems, and the develop=-
ment of strategic mineral deposits and industrial research
facilities,

2. _Non-Project Assistance { ~ To finance Philip-
pine imports of U, S, surplus agricultural commodities for
domestic sale, to provide the local currency needed to meet
internal costs as follows: ( i

: train the rural population in such
self-help activities as building feeder roads, eliminating un-
sanitary conditions, and creating and operating democratic
local governments, This program is designed to develop leaders,
encourage a sense of individual responsibility, and ultimately
form the basisdof a truly democratic nation

h

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

AGRICUL COMMUNITY | ¢ p ERAL
* | INDUSTRY HEALTH PUBLIC DEVELOP.,
FISCAL YEAR TOTAL TURE AND AND TRANSPOR- LABOR AND EDUCATION | ADMINIs. JSOCIAL MISCEL
SANITATION R
RESOURCES MINING NITA & HOUARE | LANEOUS
Actual FY 1956 wovivvvreeesreseesivmsnsessonsanne 7,800 2,639 L31 | 2,925 1,605 200
2,200 | 3400

82




Economic & Technical Cooperdtion

FAR EAST AND PACIFIC fhilippines

Program Objectives: To help improve and expand government
operations in order to provide the institutional framework
necessary for further economic expansion, training in the
provision of essential government services to the people, and
the continued growth of democratic govermment; to assist in
expanding and diversifying agriculture and industry, including
training in the techniques of marshalling capital and natural
resources, in order ewventually to provide a higher standard
-of living for the Philippine people,

Accomplishments: Technical assistance since 1951 has facili-
tated:

Improvement of Govermment Operations = As a result of re-
organization, improved methods, and training of civil service
personnel, a basic governmental framework has been establi-
shed for utilizing more effectively the abundant natural
resources, manpower and managerial potential of the Philip-"
Pinese.

Expansion of Production - A variety of U. S, -financed activi-
ties played a role in helping to increase the gross national
product of the Philippines by more than L0 percent since

1950, As a result of this increase in production, inflation
rampant in the immediate postwar period was arrested and
during the past five years relative price stability was
maintai ned in the face of increasing capital outlays, mili-
tary buildup, and rising world market prices.

U, S. support of the Industrial Development Center (IDC) and
agricultural cooperatives in the Philippines illustrates the
direct and significant impact created by the Mutual Security
Program on two different sectors of the economy, Through

the provision of technical advice to banking and industry,
the IDC facilitated the establishment or expansion of over
200 small and medium-size, privately-owned manufacturing
plants in the first two years of its existence. ZExpansion of
the cooperative movement has resulted in increased farmer
ownership of crop processing and storage facilities, less
usurious lending rates, improved marketing of farm crops with
advantages to both farmers and consumers, and, as a conse-
quence of all these factors, increased agricultural production
and farmer income,

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Cumul, FY 1957 ESTIMATE
° /1 to Unexpended
FY 1956 rersr &/a0/%7 Tatal 6/30/57
Obligations vveenn... 22,092 1,785 3,215 5,000 XXXX
Expenditures ....... lh, 390 3, 137 2’ 613 5, 750 6, 952
SUMMARY OF PROGRAM
FUNCTION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech, Coop. Special Assist,
XXXX
Technicol Cooperation ., 5, 881 S,OOO xh)-(,)g(oo XLL)&OXOO X X XX
Development Assist, .....
Other Progroms .. .........
Total wevereercerrerennaneins 5,881 5,000 L,000 L,000
PROJECT ASSISTAMCE
Technicians ......ocivuinens 1, 815 2, 255 l, 630 1’630
Participants c...ecesreses. 1,171 1,060 1,105 1,105
Contr. Services ............. 1,[&10 l, 390 580 580
Supplies & Equip. ......... 1,1].85 295 685 685
Contr. to Coop. Service ...
Other ivviviiiniininiiinnes
Total Proj. Asst. ........ 5,881 5,000 L,000 4,000

NON-PROJ. ASSIST.

Indus. Commod. Total ..... 4
Raw Mot'ls. & Fuel ......J
Machinery & Equip, ......
Other ind. Commod. ......

Cash Grants ..eceveveencnanses

Total Non-Proj. Asst, ...

93




FAR EAST AND PACIFIC fhilippines

Development of Human Resources - Technical skills have been de-
veloped through training end demonstration projects in various
fields. Training of teachers and administrators has resulted in
a substantial upgrading of the educational system of the Philip-
pines, particularly its industrial snd agricultural vocationsal
schools, and teachers' colleges. The introduction of new tech-
niques and education in basic sanitation have materially lowered
the incidence of endemic water and insect-borne diseases.,

Proposed FY 1958 Program

Economic and Political Background: Philippine independence found

the nation devastated by war, threatened by an armed Communist-
inspired rebellion, inexperienced in dealing with the problems of
& modern state, and with a rapidly expanding population living at
a subsistence level.

_With the electlon of Magsaysay in 1953, a serious attemp
_made by the Filipinos, sided by the ; %o improve t
« These efforts were hampers

cal problems as venality,
ing from the 300~year Spani
ases, inexperienced administrator
of realistic planning sbility, a 5

rms by vested interests in the legiglature,

In the last four years, the efforts of the Filipinos themselves
and the results of U.S. economic and technical assistance have
brought about substantial progress in improving these conditions.
Administrators and technicians have been trained, the Government
has been reorganized, and new institutions have been developed.
As a result, requirements for technical assistance have begun to
decline. Nearly $6 million was provided for such assistance in
FY 1956, an estimated $5 million will be made available in FY
1957, and $4 million is proposed for FY 1958.

Despite these improvements in the capacity of the Philippines to
manage its economic and public affairs, the nation is still con-
fronted with a basic economic problem: a level of production
insufficient to meet the essential needs of an expanding popula-
tion. To solve this problem, the Philippines requires technical
assistance to help develop techniques for mobilizing its internal
resources, and investment capital from external sources. Both

94

Shaded areas are Security classified.
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are necessary to facilitate the increased rate of industrializa-
tion needed to provide a balance that the economy does not now
possess. Currently, because of its reliance on,agricultural pro-
duction, the country must import the bulk of its manufactured
needs and depend for its foreign exchange largely on earnings
from a few agricultural exports which are subject to wide price
variation in world markets.

Proposed Technical Cooperation Program: The $4 million TC pro-
gram for FY 1958 inciudes fewer projects than in any previous
year. As a consequence, it is expected that the number of U,S.
technicians will be reduced from an estimated 125 on duty July 1,
1957, to an estimated 89 at the end of FY 1958. Activities to be
financed during FY 1958 will support:

Continued improvement of agriculture through technical assistance
for development of cooperatives and rural credit; crop diversifi-
cation; improvement of forest management and livestock production;
and extension of the area of arsble land.

Provision of broad services, through the Industrial Development
Center, which will continue to help private industry, particular-
ly small and medium-size plants, to diversify and expand produc-
tion, and reduce unit costs.

Development of responsible democratic lsbor unions and improve-
ment of labor-management relations.

Continued improvement of public health and educational practices.

Provision of technical experts and training of Filipinos to aid
the government in utilizing more effectively its internsl re-
sources and foreign exchange earnings, and such external resources
as Japanese reparations, Export-Import Bank loans, privete for-
eign investment, and funds from other external sources aimed at
accelerating industrialization in the private se¢tor. This ele-
ment of the Technical Cooperation progrem can be expected to con-
tinue to increase the capacity of the Philippine Govermment and
private entrepreneurs to absorb new capital more efficiently.

Since FY 1956 the Defense Support program has financed certain
imports of U.S. surplus agricultural commodities and the local
currency realized from their sale in the Philippines has been
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made available for industrial expansion. The saving in foreign i template the continuation of aid for this"“pu-i
exchange made possible by this arrangement has enabled the &
Philippine Central Bank to set aside an equivmlent amount of
dollars from the country S own exchange earnings, fo
tal equipment. inition -of‘ii?:t‘eﬁ:

we sjected FY 1958 program

- strial capital néeded to ach:Le&e a ba,l-' o
1 end expandins economy, ¢

PROJECT ASSISTANCE BY FIELD OF ACTIVITY ($in thousands)

COMMUNITY
AGRICUL- 1| upusTRY HEALTH PUBLI ELOP., GENERAL
FUNCTION AND FISCAL YEAR TORAL e D NOAND TR AN PO LABOR "aND EDUCATION | ADMINIS. | S0CIAL el
RESOURCES MINING SANITATION TRATION WELFARE LANEOUS
& HOUSING
ACTUAL FY 1956
Technical Cooperation ....ceevevrvennnnnes 5,881 1,l+1+9 1,196 300 220 918 926 715 21 136
Development Assistance ....cccecreenveenns
Other Programs .icveceeeseecrecseseseseesnses
TOtal cuieesesineeeseesenaernenesneeseanss 5,881 1,Lkg 1,196 300 220 918 926 715 21 136
ESTIMATE FY 1957
Technical Cooperation ....ceeevenvereenanns 5,000 1,14-90 800 250 115 )"'95 T20 6)"’5 125 360
Development Assistance .....ceceveverenenen
Other Programs .eiiecvecccreecssesecescensinane
Total weuieceerieeescsnneseseesessnesannens 5,000 1,490 800 250 115 Lg5 720 645 125 360
PROPOSED FY 1958
Technical Cooperation ..ciueeeenserecnenes LL,OOO 930 805 230 85 335 T00 525 115 275
Other Programs (Special Assistance)....
Total wvriieieesicnnarsiineecncncncnesecnence LI»,OOO 930 805 230 85 335 700 525 115 275
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CHINA (TAIWAN) il i,

Population .....cvvivnnnnn eee 10,7 million CHINA (TAINAN) y.s.
Annual growth ........ coses 2.75 percent Life expectancy (years)....... ceseas ceee 43 70
Agricultuwral land ......... .+ 2% of area Doctors per 100,000 population ......... 38 130
Agri. land per capita ....... 0.2 acres Road miles per 1,000 sqemi.....cccns ceee 710 1,250
Literacy rate ..c.ccceveeies 65 percent Electric power per capita KWH per year.. 200 4,000

88 6es 0060 E00000E0feNeNeEEaneEtOnNesssn

0.0 % %" 4008060 EN00E00N0EE00ENaEESEs0nEl -'-'-.I.l.-.-'-'-'-'-'-‘.'.'-'.'-'-'.'.'.' ®e%0%2%%%e" """ e"a” I...-.l--.l.....l.
20 0 e 0G0 EE0E0000000C0GEU0000GE00CEGdDERSES R " eeeseeosuenssn s "% """ - CIC R RN

l.uu.-nun-l------..-----.l--..----ll-.-.-n---n..-.-.-----n a"0% 0" % 2 e "% s s e e e e e e e s e e

Calendar Years

Unit 1953 1954 1955 1956P
GROSS NATIONAL PRODUCT (in 1955 prices)

Total GNP v,evieeecesccccssscasocssaceccscasssss § Millions 900 1,030 1,050 1,150
Per Caplta GNP .c.ceccecetcoeccsosssscesccscane Dollars 91 101 101 108
PRODGCTION ‘
Agricultural Production Index® .........cecuen .1935-39=100 99 97 106 107
Per Caplta Index ........... teecesesenenns . n 54 52 56 56
Rice Rough siiieesdenccccccscoscccceconcens . 1,000 MT 2,290 2,070 2,390 2,250
Industrial Production Index ...cceeeeveavesssss 19525100 123 136 152 161
P T
Total Exports (£.0.be)eececcccscccercocssseacce $ Millions 130 98 133
Smr @ o0 s 90000000 cats 00000 a0 tsee00ss00 o " 39 57
R1CO seeerreccvcncecccaccenccsanesesasssannes " 11 g 33
Total Imports (cif).................... ..... " 190 201
Trade Balance ...cceeevieccrcococoscconeccnns " -60 =103 -53

FOREIGN EXCHANGE RESERVES (end of year)..ce...... " Ly 19 .
COST (F LIVING INDEX: (Paipeidecececsccccsscseces 19522100 130 131 145 158

ountry Fisc i
(In Millions of Dollars) 1255»1_ v ‘ 1256_
Total Revenues, excl. receipts %f U.S. Add....... 20!

m-
S’
(=}
;.n.
OQ
g
o
we

Total Expenditures ...ccceccicecdsncscacocncacanns
Deficit or Surplus before U.S, grant aid.......
Recelpts from U,.S, grant aid
Deficit or Surplus after U.S, grant aid <<----.

CENTRAL aoOvV'T
FINANCES Defense Expenditures .....ccccevcececccncaccccans
As percent of Total ‘Gov't Expenditures ........

As percent of GNP .ccccceeecccocccoscnscanccans

Total Debt (gross) ..icee... tecesceseesccsnestens
As percent of GNP ....ccoeecvccncscocccccacaaas
Forelgn Debt ....ceeecvocecnc-cececsoccescannns

n.a. - Not Available, P - Preliminary.
aCrop year beginning in year stated.






FAR EAST AND PACIFIC  Mutual Defense Assistance SECRET
GW(7W) Military Assistdnce

OBJECTIVES: N

sist in organizing, training, snd
joveriment of the Republic of China (GRC) military
order to maintain and incresse the effectiveness of
2es in the defense of Taivan, Penghu and the GRC-held
islandsy contribute to ;

ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousand's)

. : to collective non-Communist
m m the m E&Bt. it I . N Cumul FY 1957
thry Unilquidated
FY 1956 oA 62:;01/'57 Torel M
MAJOR COMBAT FORCE OBJECTIVES : O 1$1,213,870| $69,890 | $46,079 | $115,969 | $205,839
o e I Exp. {
Army: 21 Infantry Divisions; 9 Reserve Infantry : 960,407] 111,300 | 52,292 163,592 —
Divisions PROGRAM (Dollers in thousands)
tar L FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
Ravy: 85 Navsl Vessels; 1 Marine Division
- . ’ | $1,362,732 1/| $147,34 1/ $142,503 $140,920
Alr Force: 24 Squadrons (9 F/B, 6 IDF, 1 Tac Recon, 1 Comp CONTENT OF FY 1958 PROGRAM ‘
: Recon, 1 AWX, 6 Trans); 29 Anti-Aircraft . Ne. _ Description , ' Vol
Artillery Battalions " 30 F.BBD Adrcraft ' $ 6, §g§ |
Aireraft Initial Spare Parts ) 2 )
PROPOSED FY 1958 PROGRAM: The proposed Program for FY 1958 : Class IV Mods ('.‘L'OCI‘,;:ts') 1:709
amounts to ﬁﬂg& miiiion and includes some force improvement; Destroyer, (DD) Overhaul - Toh
aircraft components and maintenance spares; general purpose : Ocean Escort (DE)} Overhaul 1,575
support vehicles; 30 cel. rifles; ammunition and electronie _
and communication equipment. The obJective is & gualitative Submarine Chaser (PC) (Loan) 3,000
change in the structure of the GRC fighting force and n Tenk Landing Ship (LST) Overhsul 1,250
quantitative buildup. Junks , 3,000
Other (LVT-4 Type) 2,136

FY 1950
T 5

Cartridge, Cal..30 (all types){M Rds) h,o01

. one Shell, HE, 155mm Howitzer (M Rds) 64l

s & ana B Rocket,2.75" FFAR W/Plaster head 910

Y, although m exist in sig- Rocket, 3.5" (M Rds) 3,000

. general purpose vehicles. Completion of AN/ARN-21 Class V Kit 3,300

gram provides an unbalanced 75-dmy war reserve SCR-300 (AN/PRC-10) Radio Set 770

Belected smmnition; consumption requirements for spares |
nd tra: Ring smmunition; and equipment atirition replacements, - 5 Crane, Gentry : 1,750
Also, 1t will partly satisfy remaining unit equipment defic- ’ 82 fTractor, Crawler Type » 864
lencies, = : : : . "Construction & Consumables , 219;,087
‘ . ; n  Spare Parts 24,502

As a result of the 1950.56 Program, 95% of the screened e - gﬁiﬁg‘f") ¢ : 1‘9’305
deficiencies vithin the Navy (Merines, 60%) have been met, 1/ Ineludes $9,879 ICA-DFS o
There is, however, a continued demand for more trained tech. e . - 7z ’

nicians. In FY 1957 one destroyer-escort and 2 coastal Equipment and Supplies Purchased to 31 Dec. '5% ‘137 .500
minesweepers are provided as buildup for the Nevy. There SECRET | Progommed from Excess U. S. Stocks to 31 Dec. '% § :




- The 1950-56 Pragz*am provid
bomber, 6 day fishter,

tion nircraft, follow-on spare par
for one year. In addition, F-86F, A,

RB-57 aircraft, with initial spares and su,por‘t:ing eqaip
are programmed. The RB-57, RF-86F, and T-33 aircraft par
tially complete the buildup of 1 reconnalssance sgquadron and
serve to build up the GRC Jet training cepability. Funds for
clothing, airfield facilities, and other "soft goods” are be~
ing provided. Included are funds for the Kung @Quan Air Base.,
Airborne Tuctical Alr Nevigation is being introduced, Specisl
Identifying Features are being provided for ground radar, ’ ancl
attrition equipment is to be suppliad .

: The-FY 1937 Program will ensure ‘the continged trainv-
reerganiza.tmn , and reconversion of major units into more
effective fighting forces; i1l protect the U.S. investme
aid materiel to ensure & cmbat-reaéy Republic of China in
the island defense chain; and will possibly reduce the n
of U.S. forces required should it become necessary to defe
Taiwan under the provisions of the Mut‘m.l Defense Treaty.

COUNTRY CONTRIBUTION TO DEFENSE: Provision of approximately
557,000 men, {§12> million in local currency, which is 8pprox-
imately 10% of the GNP, toward the support of the forces and
the political challenge to Chinese Communist domination of
the Asian mainland and to the Communist influence among the
13 million overseas Chinese. '-A reserve training program in- o
volving 250,000 men is anticipated. e

COUNTRY LIMITATIONS: Lack of interservice coordination; ine-
adequate manpower resources to replenish existing forces as
troops begin to grow older; insufficient resources to support
concurrently an adequate armed force and provide requirements
for economic development necessary to maintain internal pol-
1t1ca.1 and economic stability. regent country defense bud~
0% of local currency military requirement of $160
‘which is about helf of the total annual maintenance

cost; large balance of payments deficit (about $100 million
annuelly, aside from import of military hard goods )} and bud-
getary deficits resulting in inflationary pressure; the

higher priorities set by the GRC on return to the mainland and
immediate increase of standard of living than on building

up Taiwan's productive capacity.

AFPRAISAL OF FORCES:

; z,,;,_::a:bﬁ.ems, D us- lack of appreciation by the m or- ,‘
“the complexitiea of planning. :

ACTIVE FORCES:

ADMINISTRATION: The present authorized complement of the
MAAG 1s 2630 military personnel supplemented by 199 local em=-
ployees. No U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average ennual maintenence cost of a soldier,
sailor or airmen is $142. This includes pay, allowance, sub-
sistence and individual clothing costs.

SECRET



SECRET TamwaAN (GRC) QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED
Proposed Total Delivered Estimate of
Program Program Program Through Delivery Undelivered
Item FY 1958 FY 1957 FY 1950-57 28 Feb. 1957 | Mar-Jun 1957 | 30 Jun 1957
. 26 | w | o ] ow
= 50 320 186 59 75
- . 5 25 20 0 5
- 2 7 5 0 2
5. - 2 2 0 o 2
;;F:"v'?&"T~33 Aireraft 3 35 6k 29 0 35
8. Coastal Mineswesper (MSC) - 2 i 2 0 2
9. Destroyer (DD} _ - - 3 3 0 0
16 Destroyer (DD) (overhaul) 1 1 1 0 0 1
111. Ocean Escort (DE) (Loan) - 1 1 0 o} 1
{12, Ocean Escort (DE) (overhaul) 3 - 1 1 0 o
13. Submarine Chaser (PC) ) - - 8 8 0 0
1. Submerine Chaser (PC) {Loan) 5 5 5 0 0 5
:15 Submarine Chaser (PC) {overhaul) - i L o] o} h
16. Tank, Light, M2 : 184 184 0 0
17. Truck, 1/4 Ton, ll»x (all models) - 23 6,713 6,163 137 413
18. Truck, 2 1/2 Ton, 6x6, Cargo (all models - b 6,818 6,322 0 196
19. Gun, Automatic, 4Omm, w/Crg. - 35 348 101 0 27
|20. Howltzer, 105mm, M2Al, w/Crg. or Mt. 10 9 340 302 9 9
|21, Howitzer, 155mm, ML, w/Carriage 2 2 149 147 0 2
22. Carbine, Cal..30 (all models) L,100 3,375 87,468 83,452 3,675 341
23. Cartridge, Cal..30 (all types) (M Rds) 39,628 32,263 429,118 386,251 1,704 k1,163
’g&. Shell, HE, T5mm Howitzer (a1l types}(MRAs) 3 1,346 1,312 31 3
|25. shell, HE, 155mm How. (all models) (M Rdl)
{procured by complete rounds) 15 * 213 193 20 0
26. Shell, HE, 60mm Mortsr (M Rds) 43 16 1,523 1,49k 13 16
je1. Rocket, 2.75" FFAR w/plaster head 25,998 22,000 22,000 0 0 22,000
128 Rocket, HE.AT, 3.5" M28.Series (M Ris) 219 219 473 25k 204 15
129, AN/ARN.21 Class V Kit 330 158 158 0 0 158
. 8CR-300 {AN/PRC-10) Radio Set 1,513 - 869 6,446 5,l58 119 869
”Leas thm su rounds. ' i SECRET
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FAR EAST AND PACIFIC Clina(Taiwan)

Program Objectiveg: To support joint U.S.-Chinese Government
efforts to improve the effectiveness of the Chinese military
forces; to maintain economic stabllity; to maintain produc-
tion at an appropriate level in order to keep living standards
from declining; and to assist in malntalning the international
and internal status of the Chinese Government.

Accomplishments: Taiwan affords an example of significant
militery and economic achievements made possible by provision
of U, S. assistance, as a supplement to local resources. The
armed forces of the Government of the Republic of China (GRC),
which evacuated to Taiwan from the mainland, have been trans-
formed into effective and relatively modern fighting units,
which are an easential element in the Free World defense =
gystem in the Restern Pacific. In this process, the role of
economic aid has been primarily to supplement GRC resources
in financing the local costs of equipping and training the
troops, as well as providing and maintaining the necessary
military facilities.

Despite large military expenditures, made necessary by the
Communist menace, relative price stability has been attained.
The average level of wholesale prices rose 14 percent in 1956,
as compared with a &} percent increase in 1951. To help make
this improvement possible, the economic ald program has pro-
vided essential imports of foodstuffs and industrial raw
materials, and has financed the local cost of essential mili-
tary and economic activities that could not be met out of
government revenues.

Perhaps the most impressive achievements have been in local
agricultural and industrial production, which between 1950
and 1956 increased nearly 60 percent on am overall basis and
40 percent on a per capita basis, despite an annual rate of
population growth of nearly 3 percent. Through the invest-
ment capital supplied by the aid program for the rehabilitg-
tion and expansion of agriculture and industry, Talwan has
demonstrated that it can use U. S. ald effectively.

48 a result of increased local production, better tax admin-
istration and policy, government budgetery revenues in real
terms have approximately doubled during 1950 to 1956,

Defense Support

Shaded areas are Security classified
and must not be Jiuu[g.n{ to
unauthorized individuals, All

other material is unclassified.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Comol. FY 1957 ESTIMATE
thru
7/1/56 to 3/1to u ded
FY 1956 2/28/57 6/30/57 Total 530757
Obligations .....vurs 875,482% 37,875 42,125 80,000 XXXXXX
Expenditures cessuecd 765,842’ &’929 33,267 86,196 103,444
SUMMARY OF PROGRAM
FY 1956 FY 1957 Proposed FY 1958

Total svueverrsrsensesnesanes 70,008 80,000
PROJECT ASSISTANCE
Technicians ..iieveeeieennes 551 615
Participants ....cccecenuenn. 203 255
Contr, Services ............ 1,647 2’715
Supplies & Equip. ........ 23,859 41’350
Contr. to Coop. Service .. - -
Other vviiieiiieieeninninnnnen - 65

Total Proj. Assts .ceeenes 26,2& 45,0(»
NON-PROJ, ASSIST.
Agric, Commod. Totadl .... 321_1%2 m

SUPPlUS teiieecsresssnnececes 26’1 1 21’8m

Other ..cevevivcssesnnseenns 8,966 8’5m
Indus. Commod. Total .... 4_‘% m

Row Mat’ls, & Fuel ..... 4’ 4’1w

Machinery & Equip....... 195 -

Other Ind. Commod. ..... 360 600
Cash Gronts .e.ceeerensenneas 4,%0
Other cooivivennnecarecsecanses -

Total Non-Proj. Asst. ... 43,748 35,“

*Includes $119,728 utilized under the China area aid appropriations.
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} EAST AND PACIFIC  Clhina(Taiwan)

though expenditures increased by about the same amount largely

cause of the increased cost of militsry requirements. On an
srall basls, agricultural and other exports have held their

2 despite rapid population growth. Savings on imports of such
2ms as fertilizers and textiles, resulting from an increase in
nestic production, are making it possible to increase the
portation of capital equipment needed to bring about further
ins in industrial output.

thout these large increases in production, still larger magni-
Jes of U. S. ald tharn actually provided would have been re-
Ired to bring about the improvements in the armed forces and
economic conditiong that have been achieved. although the
vel of U, S. economic aid to Talwan has been relatively stable
ring recent years, local production has gone up rapidly as one
the results of the aid program.

addition to the foregoing accomplishments, the aid program,
rough a restoration of living standards to approximately the
2-fiorld War II levels, has helped foster the internal stability
i external prestige of Taiwan so necessary to bolster Free

rld strength in the area. Noteworthy social gains alse have

an achieved through improvement in health conditions und com
aity self-help projects.

>posed FY 1958 Program

Economic Background: Taiwan's resources cannot support the
rge military establishment made necessary by the Communist
reat in the area and at the same time meet minimum essential
rilian requirements., sgriculture predominates in the economy
1 total land area 1s low in relation to needs. Agricultural
ad is limited to two-tenths of an acre per person, the popula-
>n ls growing rapidly, and little further increase in cultiva-
3 land area is attainable. Industry is relatively under-
reloped and employs leas than 10 percent of the working popu-
tion; current industrial capacity is low, relative to ths size

the population. The foregoing factors result in the follow-

zs
Low Investment Rates: 'The average per person share of Gross

tional Product was only $108 in 1956. The share of Gross Na-
onal Product which can be channeled into government revenues

102

Shaded areas are —Secur[ty c/add[[ie:]

and must not be Jitu/g.ed to
unauthorized individuals. All

other material is unclassified.

and expansion of productive facilities is thus limited. In 1956,
fixed investment comprised about 13 percent of total production,
a rate which must be raised if Taiwan is to meet the needs of
its present population and the military burden.

b. Balance of Payments Deficitss Export earnings are only suf-
ficient to pay for slightly more than half of Taiwan's import

requirements, including U. S, aid. The trade defiecit for 1958
is estimated at about $110 million, ap indication of the inade-
quacy of the GRC's foreign exchange resources to finance a level
of imports necessary to maintain economic stability. During the
last five years, sugar and rice shipments provided 73 percent of
total export earnings. 4s a result, the balance of payments
situation is vulnerable to world price fluctuations and the
potential growth of exports limited, since Taiwan sugar sales
are restricted by international quotas and future increases in
rice production cannot be expected to keep pace with population
growth.

c. Budget Deficits: National and provincial government revenues
are far -below the level of military and civilian expenditures
needed to achieve objectives of the defense support program, The
current level of military outlays accounts for more than half of
total necessary expenditures and, if no U. S. assistance were
available, would absorb almost all government revenues. Approxi-
mately 20 percent of total netional production currently is
absorbed by government revenues (including governments at the
local level), This proportion is difficult to increase, largely
because of low average incomes.

d. Inflationary Pressures: The threat of price inflation is
always present, mainly beceuse of monetary expansion to finance
budget deficits created by military outlays.

e. Underemployment: agriculture cannot productively absorb

more workers; and although industry is expanding, it cannot yet
provide jobs for more than a part of the annual increase in work-
ing age population.

2. Proposed Defense Support Program ($68.0 Million): Exterrpal
assistance is required in order to maintain the economic strength
of Taiwan necessary to support the military effort, internal
political stability, and the international status of the GRC.



FAR EAST AND PACIFIC China(Taiwan)

Such assistence is nscessary to assure food, clothing, shelter
and employment for the growing population, which cannot be pro-
vided by the GRC because of the large proportion of available
local resources devoted to the military effort. The aid recom-
mended to further this basic purpose is as follows:

a. oject Assistance 1icn):s a4 portion of these
funds will be required to finance the imported supplies and
equipment to be used directly for additional power facilities,
improved communications networks, better docks and harbor in-
stallations, and modernized rallway equipment. These priority
projects are designed to help meet the demands made by the mili-
tary on the civilian economy and to help maintain the capabili-
ties of the armed forces for effective combat actiom,

To move towards achievement of other program objectives, some
of the defense support funds will be chamneled into projects to
increase the efficloncy of present productive capacity. This
will help malntain economic stability and provide a safeguard
against a decline in living standards, by making more goods and
products available from local resources. Projects financed
under the aid program will also supplement the efforts of the
GRC to provide employment for the growing labor force.

Shaded areas are Security classified
and must not be divulged to
unauthorized individuals, All

other material is unclassified.

b. Non-project Assistance ($40.5 Million)s A total of $33.0

million of non-project funds will be allocated for the procure-
ment of surplus agricultural commodities, to provide the wheat
and raw cotton needed for both the military and civilian
population of Taiwan during FY 1958. In addition, $7.5 mil-
lion will be made available for the purchase of soybeans
required for both military and civilian consumption,

Balance of payments deficits, to which reference has already
been made, preclude the GRC from importing with its own
foreign exchange all items required by the economy. The non~-
project imports to be financed with proposed FY 1958 funds
are necessary to meet essential supply requirements and to
relieve deficiencies which might have the effect of impairing
the internal stability essential for continuation of the
military effort. The local currency generated by the sals
of these commodities in Taiwan will be utilized to finance
(1) military projects designed to improve the effectigeness
of the Chinese military forces, (2) defense support projects,
and (3) technical assistance activities.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

. COMMUNITY
FISCAL YEAR Py TA&%&SEELD N Y TRANSFOR: LABOR HEND | ebucation | Apwinis. | CsociaL” G;SE‘E:_L
RESOUNEEs | MINING SANITATION TRATION | WELFARE | ARECIC
Actual FY 1956 1uvvereeersersresasesessnesersens 26,260 533 16,963 | 1,259 2,825 101 437 4,142 g/
Estimate FY 1957 cvvcvcnesrrenensessensennns 45,000 | »z,vu_,o»_ | 31 2oo i 3 340 | 2,730 | 100 40 5,450 a/
Proposed FY 1958 u.cuvicerreiencenncracrencennen 27’500 . 5 Vi.{: | g o 955 . . 7 i

&/ Includes a multi-purpose

project funded as follows: FI 56 M$4 6 million, FY 57, approx;-$5 0 mlllion.

b/ Includes cost of 4.0, White general enginesring advisory services, funded under TC in prior years.
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Economic & Technical Cooperdtion

China Taiwan)

Program Objectives: To assist in the development and improve-
ment of technological and managerial skills, particularly in
industry and agriculture; and to provide the technical advis-
ors, training and capital equipment which would make it pos-
sible eventually to increase Taiwan's capacity to meet its
military and civilian requirements with declining amounts of
U. S. aid.

FAR EAST AND PACIFIC

Accomplishments: Through the Technical Cooperation program,
T. S. advigors and technicians have assisted the Government
of the Republic of China (GRC) to improve administrative
efficiency in such fields as budgeting, foreign trade, public
health and education. This higher degree of efficiency, in
turn, has helped to maintain the standing of the Government
within Taiwan and abroad.

Specific accomplishments include marked improvement in agri-
cultural techniques through assistance provided by the Joint
Commission on Rural Reconstruction {JCRR); substantial pro-
duction gains in the chemical fertilizer and electric power
industries; eradication of malaria; and the establishment of
improved facilities for overseas Chinese who wish to study in
Taiwan, as an alternative to Communist China.

Propoged FY 1958 Program: The $3 million proposed for Tech-
nical Cooperation in FY 1958 is designed primarily to provide
technical advice and training outside Taiwan for those Chinese
specialists that are needed to carry forward the developmant
of Taiwan required to meet objectives of the program. Em-
phasis will be on crop and livestock development; industry and
mining; health, sanitation and nursing practices; vocational
and technical schools; the expansion of educational facilities
in Taiwan for overseas Chinese students; and the improvement
of economic planning, and of financial and fiscal adminis-
tration,

By helping to provide more trained workers and managers, the
proposed Technical Cooperation program will help eliminate
one of the bottlenecks limiting per capita production in-
creases in Taiwan. However, higher investment lavels than
are available from either local resources or the proposed

Previous Page Missing

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Other ,......

Cash Gronts

NON-PROJ. ASSIST.

Agric, Commod. Total
Surplus ciiieiieienicinnienn.

Indus. Commod. Total
Row Mat’ls.
Machinery & Equip. ...... d
Other Ind. Commod. ...... J

Total Non-Proj. Asst. ...

..................

......

& Fuel

..................

B C:;‘mul. FY 1957 ESTIMATE
b /1/56 ta o nexpende
Fy 1956 Y rsarsr Ay Total Caraorsy
Obligotions ....eee.. 10,651 1,415 2)135 31550 XX XX
Expenditures ....... 6,750 1’898 1:503 3’401 4’050
SUMMARY OF PROGRAM
FUNCTION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech. Coop. Special Assist.

Technical Cooperation ... 3 28 0 000 0 XXXX
Develop:’nem Apssis'?. ..... ’ f 3’55- gixx BX&QQ XXXX
Other Programs ....,......

Total wooveeereeeseseserees 3,28, | 3,550 3,000 3,000
PROJECT ASSISTANCE
Technicians ...iveevvinernee. 498 685 1,030 1,030
Participants ......cevevnnens 653 655 760 760
Contr. Services .......cvenus 1,026 1,070 50 50
Supplies & Equip. ......... 1,048 1,005 1,(85 1’%5
Cantr, to Coop. Service ... - - - -
Other wvcevuriensneerensenien. 59 135 75 75

Total Proj, Asst, ......... | 3’284 3’550 3,000 3’000

105



JMenustik
PPM


FAR EAST AND PACIFIC China(Taiwan)

FY 1958 Defense Support program also are required, if production
in Taiwan is to rise to the point where dependsnce on substan-
tial annual amounts of U, S. aid can be diminished,

As seen in Taiwan's low income levels, balance of payments and
budget deficits, and inflationary pressures, local resources are

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

inadequate to meet even maintenance requirements of the economy.
Moreover, within its newly-defined scope, the proposed DS pro-
gram for FY 1958 ia confined to offsetting the gap in resourcea
needed to sustain the military effort and Taiwan's large and
growing population. External assistance for capital invest-
ment from some other source will therefore be required.

($ in thousands)

COMMUNITY
AGRICUL- GENERAL
INDUSTRY HEALTH PUBLIC DEYELOP.,
FUNCTION AND FISCAL YEAR ol TORE D AND TR LABOR AND EDUCATION | ADMINIS- SOCIAL sy
RESOURCES MINING SANITATION TRATION - WELFARE LANEEOU.S
& HOUSING
ACTUAL FY 1956
Technical Coaperation .....ccecevencnnenens 3,284 514 54 28 15 352 1,144 182 1l 994,
" Development Assistonce ......ceeeenseenene
Other Programs civeesecessssecarsssecasssences
Total Luvienereriirsiinisseincececerennssansess 3,284 514 54 28 352 l’ 144, 182 1 99/ »
ESTIMATE FY 1957
Technical Cooperation ......cceeeeveverecens 3,550 885 55 15 320 11055 160 5 1’040
Development Assistance ......c.ceceecevnenes
Other Programs .eieeecescsassercrssessssnsanane
Tetel s 3,550 885 55 15 iT; 320 | 1,055 160 5 1,040%
PROPOSED FY 1958
Technical Cooperation ,.iveeieerscnieaiecnees 3,%0 940 200 50 15 1"30 810 295 - 260
Other Programs (Special Assistance).....
Total weveererreereressrecernneeseensneseers 3,000 940 200 50 15 430 810 295 - 260

* Includes cost of J. G. White general engineering advisory services, transferred to DS in FY 1958.
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SECRET (As Noted )

"TREND OF ECONOMIGC ASSISTANCE

($ Millions)

1316

1.6
105,5

92,9

‘81,0 83,6

73.3

1951 1952 1953 1954 1955

U.S. Fiscal Years

1956 1957 1958

(Proposed)

PROJECT
ASSISTANCE

g Defense Support 3
BB

FY 1958 PROGRAM -Defense Support and Technical Cooperation

{$ Millions)

.................... TR

olelateletololriot lelel

Industry and
Mining

Transportation

Other

NON-PROJECT §
ASSISTANCE

oatetetetenetetetetete’s SRR

modense Support

Technico! Cooperoation &é\

&)
: A
1 3 é\>

U.S. Surplus
Agric. Commadities

33

Cammodities

Other Agricultwral

)
DEFENSE EXPENDITURES and U.S. MILITARY ASSISTANCE PRODUCTION
4 T — -
o ($ Millions) °° (Index: 1952 =100) l -
-
,/
‘300 140 / ,
U.S. Military Assistance Ipn::;‘c';fét'?oln P ~”
Defense Eyenditures \ ’
2
200 120 / Agricultural
/ ProductionV
7’
100 100 (e g; /
o 80
1953 1952 1953 1954 1955 1956
-I/Fis(nl years ending June 30
SECRET(AS Noted) YCrop year beginning in year stated.
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THAILAND

Population ...cccnnne sesecoas 23 million Thailand U.S.
Annual growth ......... 2.5 percent Life expectancy (years)....ceeeeeseeaca. 49 70

ASIC DATA Agricultural land ........... 18% of area Doctors per 100,000 population ..... oo 15 130
8 Agri, land per capita ....... 1.1 acres Road miles per 1,000 sqemi..c..eevennn. . 20 1,250
Literacy rate ¢.sveeeccesee-.es 54  percent Electric power per capita KWH per year.. 10 4,000

Calendar Years
Unit 1953 1954 1955 1956P
GROSS NATIONAL PRODUCT (in 1955 prices)

Total GNP ,eveevveerecncsscosccesoscesssonssas § Millions 1,810 1,740 1,86C 1,950
Per Capita GNP ....vcevveieeannecns secevencsnns Dollars 85 80 83 85
PRODUCTION
Agl‘icultural Production Irldexa "o 0 ess0sevsessn e 1935-39:100 199 159 194 204
Per Capita IndeX seeveeeccececenoensnsosnoscse n 145 114 136 139
Rice, ROUBH tuvuiriereireecencncsensonnsonses 1,000 M1 8,240 5,710 7,350 7,850
Tin Ore (motal content) ....veeveeeveececcccoes " 10 10 11 12

D FOREIGN TRADE
ECONONIC TRENDS Total Exports (£.0.be)ecveecercereccccconpeceas B Mi}lions 323 283

" _335 334
RICE civenveccersnnsscsesencenssonscnnnoses 214 146 148 137
RUDBEI  tietevenecocncecncnnessanncoossonces " 38 YA 84 T

Total Imports (Cefef.)ceerecncccececenncnnnanen " 336 312 334, 352
Trade BalaNCe .v.eivececscarcocsceseooccnans . " -13 -29 1 -18

FOREIGN EXCHANGE RESERVES (end of yee.r).b.. coeveae " 302 273 298 311
COST OF LIVING INDEX (Bangkok) e..eceeccesccsss 1953=100 100 99 105 111

B e e o Lt R K L
I Y (s

.llllll.l...-lllll--Il-l..l..Ill.lll.lll.l.l.ll o.llnryFiscal earEnding December31 ’
(In Millions of Dollars) _1955 1956 P _1957(Budget.)
Total Revenues, excl., receipts of U.S. Aid....... 239 254, 281
Total Expenditures ...oceceeecesvecsosssscsconacns 263 291 320
Beficit or Surplus before U.S, grant aidecc oo -24 =37 -39
Receipts from U.S. grant aid 10 13 20
1 S eseesn, - - -
Deficit or Surplus after U.S, grant aid 14 24 19
FINANCES Defense Expenditures .......ccceceeeicennasascess 78 85 85
As percent of Total Gov't Expenditures ........ 30% 29% 27%
As percent Oof GNP ..ccviceeccsanncscecsssseenes 4% % 4 n.a,

Total Debt (groSS) e.c.eee... cecesssrenesarsaceens 295 332 n.a,
As percent of GNP ...... 16% 16%
Foreipgn Debt ...cceeececncncencs Cesseeceenceane 28 40

n.a, = Not Available p - Preliminary
8Crop year beginning in year stated, bCentral Bank only,
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FAR EAST AND PACIFIC Thailand

U.S. Objectives
en the nation's
and without.

Thailand es an ally; and to strength-
1d abiiity to resist Communism from within

- .
PHILIPPINES

U.S. Interests: Because of Thailand's geogrephic location, its
continued stability and independence are essential to the preven-
tion of Communist domination of mainland Southeast Asia, which
would seriously threaten U.S. security interests. As a leading
producer of rice and substantial consumer of manufactured goode,
Thailend is essential to the economic viability of non-Communist
Agia.

MALAYA

Thailand's importance to the United States is further reflected in
the following: It is one of the few Asisn nations which has played
an active role in collective defense measures; it contributed
troops to resist aggression in Korea and takes a leading part in
SEATO; it has supported Free World objectlves 1n world ccunclls
and,; 1 ‘cularly in the Afro-Asisn bl -, : &

opmenﬁ adverse to U.S. interests*
ploma,ic., ,psychological and, if nee L 395, .
.counter Communists: in nearby countries, and it is a source of stra-
tegic materlals, particularly tin and rubber.

THE PROGRAM FY 1956-58

( $ Millions)

The Theai Government is under 1ncreasing 1nternal polltlcal pres-

b b ; 4 :
Domestlc crltlcs m31ntain that the Govern-

ina., 51.6

ment s:forelgn policy has brought risks and disadvantages without Technical
corresponding benefits, and that social and economic progress are
delayed by undue emphasis on defense. The U.S.S.R. and Communist

Cooperation

Continued military assistance is required to strengthen Theiland's
security forces and to provide the climate of security essential . 1957 o 1958
to economic and political stability. Substential economic essist- tProposed Pragram) |

ance also is needed to: demonstrate the advantages of contlnued
iation with the United States, thus. fortifying th
resistance to mternal end external _pressures for
';policy, promote social and economic progress, . 7
) e stabllity and popular support of the Thai Governs - Assistance, and |
and strengthen Thai ability to resist Communist subversion for Technical Cooperatlon
or aggression.

U.S. Programs. The total Mutual Secur't Program proposed for
2374 ' ‘is for Militar;

n for Defense Support, and $5 million
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FAR EAST AND PACIFIC Mutual Defense Assistance SECRET
‘7lg.a,da.n¢f Military Assistdnce
'OBJECTIVES :
ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollors in thousands)
® o : . Comul FY 1957
........... T o i o thry o ota Untiquidated
MAJOR COMBAT FORCE OBJECTIVES: ' FY 1956 e | w0 o T
™. | $229,805 | 46,243 | 45,997 | $12,240 | $08,685
Ee. | 183,253 | 16,00 13,707 30,107 -
PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 ' FY 1957 Proposed FY 1958
| gsaub870 | 817,132 | $13,276 $15,195
CONTENT OF FY 1958 PROGRAM
Description Valuve
craft, Complete (Li.aisan) g 108
ma IV Mods (TOC Kits) 108
180 Gun, Mach., Cel..30, Bmg, 243.9191\. . 53
| 2,212 FRifle, U.6., Cal: .30 , 208
2,651 Carbine, Cal. .30 (all wodeis) 204
atro : . 8,655 Cartridge, Cal..30(all types)(M Rds) 939
gram. Conditions for providing this vessel will : re- | 1hk3 Cartridge, Cal. .50 (M Rds) 43
ire the hais to retire from service s number e: ob- 12 S&hell, HE, 8lmm Mortar (M Rds) 116
o 21 Mine, AP (thous ) o 106
;“qua&rozz of .jet. airplmes 15 beins provid.ed to the m o : _ .
'Air Force. ' 2 AB~259/FPS-6 ‘ .90
‘ 2 AR/FPS-8 (Mod) . i . 500
2 AN/FPS6 , 266
2 AN/GPA-50 o 50
2 CW-396/GPS o 9
3 5CR-399 (AN/GRC-38) Radio setg .
1 eater | ' f"-f:anstruction & Conaumables o
- It is anticipated that a cansid.ev i o
amount of future sutomotive requirements for ‘T
will be provided from Japanese production soumes
Equmem and Supphes Puchased to 31 Dec. '56
SECRET Progrommed from Excess U. S. Stocks to 3l Dec. '56
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SECRET  mmailena

COUNTRY CONTRIBUTION TO DEFENSE: ‘Provision of 134,500
men in MAP units, Provision of & defense budget of

$85 million (1956) which covers most of its local cur-
rency requirement and 70% of its total defense burden.
This is a significantly higher contribution percentage-
wise than is made by any other country in the area.
Thailand is also giving active support to SEATO.

COUNTRY LIMITATIONS: An unwillingness to eliminate ad-
ministrative headquarters elements totaling about 40,000
men which are considered ineffective, are'largely non-
essential from a purely military point of view and
create a wasteful drain on resources; inadequate com-
mand, training and technical skills and low level of
logistical and meintenance support; inadequate training
of forces; unwillingness to utilize sufficiently other
governmental and civilian facilities in support of
forces; lack of internal industrial capacity to support
military forces; national income insufficient to pro-
vide hard goods and spare parts requirements.

APPRAISAL OF FORCES: : F

ctive basis, to ollective defen
Scutheast Asia under the SEATO Pact. =

ACTIVE FORCES:
:Na;

Mr Force: 21,156

m

ADMINISTRATION: The present authorized complement of
the MAAG is 2u6 military personnel supplemented by
22 local employees. Two U.S. civilians are authorized.

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U.S.
dollars, the average annual maintenance cost of a

soldier, sailor or airman is $179. This includes pay,
allowance, subsistence and individual clothing costs.

SECRET



SECRET  mmatrawp

QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Proposed Total Delivered Estimate of
Program Program Program Through Delivery | Undelivered
FY 1958 FY 1957 FY 1950-57 |28 Feb. 1957 | Mar—Jun 1957 | 30 Jun 1957
——— T i = i
- 3 29 0 2
_______________ < 6 6 0 o
‘ = “ 75 0 8 67
5. 7.33 Aircraft - - 6 6 0 0
6. Ocean Hscort (DE) (Loan) - 1 1 0 0 1
7. landing Craft (Med.) (LCM) . . 16 16 0 0
8, Submarine Chaser (Pe) - - 3 3 0 0
- 9. Tank, Light, M2h - 183 181 0 2
?:Lo. Trailer, 1-1 1/2Ton, 2 Wheel, Cargo . - 1,611 1,261 125 225
11. Pruck, 1/bTon, b4xb, (all models) - - 2,084 2,072 0 12
12. Truck, 3/4 Tom, kxk, Cargo (all models) - - 1,147 857 0 290
13. Truck, 2 1/2Ton, 6x6, Cargo (all models) - A 1,582 1,161 0 k21
1%, Truck, b-5.6 Ton, 6x6, Wrecker - S 58 0 38
15, Gun, Mschine, Cal..30 (all models) 180 37 1,2 1,209 6 33
lﬁ.Riﬂa, 57@, Recoilleas - - 298 289 0 g
17. Cartridgs, Cal..30 (all types) (M Rds) 8,655 kosy 84,672 77,407 5,161 2,104
18. shell, HE, 75mm, How..(all types)(M Rds) 3 3 137 121 13 i
19. Shell, HE, Mi, w/f, 105mm How,M2(M Rds) . . 320 315 5 0
20, 20mm Ammo (all types) (M Rds) 194 - k37 L37 0 0
|21. Cartridge, kOmm (a1l types) (M Rds) - 1 25,53 514 €5 24,955
22. Bomb, GP, 5004, AN-MGh, AL TNT (thous) - - 8 8 0 0
23. AN/VRC-3 (AN/PRC-10 W/AM-598/U)Radio Set - - 192 190 2 0
2k, SCR-193 Rsdio Set 3 - T 72 2 0
25. SCR-399 (AN/CRC-38)Radio Set 3 . 60 38 12 10
26, SCR-508 (AN/GRC-3) Radio Set 2 1 162 128 34 0
27. SCR-509, 510, (AN/VRC-8) Redio S.t & - 168 * 159 9 o
. SCR-528 ém/GRc;k) Radio Set 26 - 285 280 5 0
20. SOR-536 (AN/PRC-6) Radio Set 86 51 1,965 1,81k 0 151
30, 8CR-69% (AN/GRC-9) Radio Set 43 7 L7 k50 0 7
SECRET
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FAR EAST AND PACIFIC Thailand

Objectives: To demonstrate U.8. interest in Thailand's

o assist in strengthening internal security and
defense forces; and to enhance the effectiveness of these
forces by helping to improve transportation and communications
facilities.

Pro

besna

Accomplishmentss .
ooy p 1 betwaan

Among the more visible achievements of this aid 1s the recent-
ly completed first section of a highway which will link Bang-
kok more closely with the relatively isolated, economically
depressed and politically vulnerable Northeast. The Thai
Railway line originating in Bangkok-has been extended to the
Mekong River ferry near Vientiane, thereby improving sub-
stantially the supply line for Laos, which hes no seaport of
its own. Critical rolling stock and railway telecommunica-
tions equipment have been provided to enable the Thai Railway
to meet defense requirements more effectively. Improved
ground facilities and lighting equipment have been furnished
for selected airfields, some of which are being further im-
proved by strengthening and lengthening runways.

The transmission of malaria, which once killed 40,000 persons
annually and debilitated millions more, to the detriment of
both defense forces and the civilian population, hes been al-
most eliminated by the mslaria control project initiated with
U.S. assistance. The Thai now have taken over virtually all
of the project's operations and have extended assistance to
Leos for its new malaria control program.

The Thai Government has contributed to the attainment of
mutual objectives by strengthening its defense and internal
security through a doubling of defense expenditures between
1950-1956, the establishment of a new border patrol within
the national police, the organization of s home-guard type
Volunteer Defense Corps, and & variety of other counter-
subversive measures. The U.S. is supporting & program to
improve the new para-military border patrol, as well as the
regular police, which is itself a significant security force.

Defense Support

Shaded areas are &curﬂy classified
and must not be Jiuulg.en{ to
unauthorized individuals, All

other material is unclassified.

ESTIMATED OBLIGATIQNS AND EXPENDITURES ($ in thousands)

Obligations ..c.cecees

Expenditures seecese

FY 1957 ESTIMATE

Cumul.
thru
/1/56 to /1t Unexpended
FY 1956 7/1285/65; 6330]/'57 Total 6/30/57
96, 104 ° 5,592 21&,1&08 30,000 XXXXXX
L1,581 30,356 13,757 Ll 113 40,410

SUMMARY OF PROGRAM

FY 1956 FY 1957 Proposed FY 1958

Total werueereessssessscnnssen 29,u460 30,000 20,000
PROJECT ASSISTANCE . o
Technicians ..ceveeveenenee 181 380 : 7""0 .
Participants ....covceevneens 101 210 s 280 -
Contr, Services ............ 3,998 6,560 e 2,690 ‘
Supplies & Equip. ........ l&,870 17,850 o 1,755 '
Contr, to Coop. Service ..
Other ..................: ....... o :

Total Proj. Assts ..eeeeee 9,150 251000 - : 5}1‘65
NON-PROJ. ASSIST.
Agric, Commod. Total .... 200

Surplus siiceerereseciniinens

Other .uci veeceirerennninanes 200
Indus. Commod. Total .... 20,110 5,000

Raw Mat'ls, & Fuel ..... W 3,400

Machinery & Equipa.e.... 1,566 1,600

Other Ind. Commod. ...... 760 -
Cash Grants cc.eeeeereessonee
Other ,ivivrviaisesrcanarosease

Total Non=Proj. Asst. ... 20,310 5,000

"




FAR EAST AND PACIFIC T4ailand

At the same time, Thai efforts, supported by U.S. aid, have con-
tributed to maintenance of political and economic stability by
holding the budget deficit and inflation to manageable propor-
tions during the period of financial stress since 1954. In addi-
tion, the Thai Government has undertaken several significant eco-
nomic reforms, such as the elimination of preferential exchange
rates; has cut back certain comparatively low-priority budget ex-
penditures; and, with U.S. assistance, has initiated studies d4i-
rected toward budgetary reforms and improved financial programm-
ing for its most critical defense, political and economic needs.

Proposed FY 1958 Program

Politlcal and Economic Background

Budget deficits are currently rising, thereby accentuating exist-
ing inflationary pressures and threatening Thailand's financial
stability. At the same time, even greater expenditures than those
responsible for present deficits are required in order simultane-
ously to maintain a defense posture consistent with U.8. objiees =
'diThalland's security requirements, improve public ser-

The economic probleme arising out of Thailand's defense burden
reflect some of the basic characteristics of this underdeveloped,

one-crop economy. Eighty-five percent of the working population
is engaged in agricultural activity. The entire economy is high-
1y vulnerable to fluctuations in the world market price of rice.

14

northern Thailand, and improvement of the!

Shaded areas are &cur[ly c/aui[a'cd‘
and muat not be divulged to
unauthorized iru#uidua[.’. All

other material is unclassified.
The lack of adequate basic facilities such as highways, communica-
tions and power constitutes a serious obstacle to further -develop-
ment, as well as to the mobility and effectiveness of defense and
internal security forces.

Defense Support assistance, of the type provided in the past and
proposed for FY 1958, lessens the strain on the Thai budget by
providing the necessary financing for certain basic facilities
and counter-subversive activities, essential for defense and in-
ternal security, which would not otherwise be undertaken.

Composition of Proposed Defense Support Program: The $20 million
proposed for Defense Support to Thailsand in FY 1958 would be used,
for the most part, to finance continuation of the police adminis-
tration program begun in FY 1957; completion of the Northeast
Highway, construction of the key Pitsanuloke-Dansai Highway in

;- important Bangkok-Saraburi Highway, as well as certain
impact projects, such as street improvements for Bangkok, which

are expected to have immediate psychological as well as economic
value.

An Ilmportant by-product of assistance to these projects is that
certain government services, such as the Highway Department, will
be strengthened; and on-the-job training provided for technicians
and artisans. The construction of these facilities will also con-
tribute to increasing trade and employment, and will facilitate
more frequent contact with the people of certain isolated areas.

Of the: §&
direct dollar costs of these
initiated in prior years, and ould finance the im-
port of commodities which, whe provide local curren-
cy to meet the internal costs of such projects as well as certain
military construction activities.

: would meet the remsining
ense support projects




FAR EAST AND PACIFIC Thailand

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

Shaded areas are Security classified
and must not be divulged to
unauthorized individuals. All

other material is unclassified.

COMMUNITY

TOTAL FoRClkn | WDUSTRY | poicnen. HEALTH pusLic | DEVELOP., | CENERAL
FISCAL YEAR A R AN AND RANSPO LABOR AND EDUCATION | ADMINIS- SOCIAL MiecEL
MINING SANITATION TRATION | WELFARE
RESOURCES LANEOUS
& HOUSING
Actual FY 1956 .cecimmrenesesesessesesesesans 9,150 649 - 8,156 340 - 5 -
Estimate FY 1957 ocuveuneuemrausessessenseeses 25,000 285 5,590 18,265 125 160
Proposed FY 1958 .civveverrenrones veevesvncess

15




Shaded areas are Secur[ty classified

, i hnical 1 n and must not be divulged to
FAR EAST AND PACIFIC Fhailand ECOMOMic & Technical Cooperatio unauthorized individuals, All
other material is unclassified.
Program Objectives: | To demonstrate Us8, interest in That. L ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)
id '8 economlc and socisl progress; to ppoma&c:;de_vglopment_'of Comul. FY 1957 ESTIMATE
democratic Anstitutions; to improve public administration, thry xﬁ\r\
public services and economic development planning; to foster FY 1956 ey 63/213;27 Total e ponded
private enterprise; and to promote economic development.
Obligotions ......... 740 3,760 4,500 XX XX
Accomplishments: Under the Technical Cooperation program, the | Expenditures ....... 8,002 1,723 1,977 3,700 7,592
new Bangkok Technical Institute » With a capacity of about
2,000 students annually, has become the center for a greatly SUMMARY OF PROGRAM
expanded vocational education system. Through four U.S. - FUNCT ION EY 1956 FY 1957 N PROPOSED FY 1958
financed university affiliations and assistance by American Tatal Tech. Coop. | Special Assist,
advisors in teacher training, and elementary to higher educa-
tion, the entire Thai educational system has been substantial- | Technicol Coaperation ... | 4,996 4,500 24900 5,000 XXXX
ly improved. Over 1,000 Thai, including many government offi- Development Assist. ..... XX ZXXX _xxxx
clals of potential influence » have been brought to the U. S. Other Progroms  ...........
for training and observation in various fields. S—
Totol wevvitiiiiieiiien, k,996 4,500 5,000 - 5,000
A better basis for agricultural diversification is being B T
developed through assistance which has helped bring about PROJECT ASSISTANCE
significant advances in livestock improvement, the introduc- Technicians ................. 951 1,200 1,295 1,295
tion of new crops, and the improvement of crop quality and Participants ................. 916 1,250 1,305 1,305
yields. One new crop, corn, has yielded 50 bushels per acre Contr. Services ............. 1,983 1,095 1,895 1,895
in the semi-arid Northeast. : Supplies & Equip. ......... 1,146 955 505 505
Contr. to Coop. Service
Thailand's own efforts also have helped to strengthen the Other .i.covvivieevineennnn.,
base for economic advancement. Between 1950 and 1956, the
Thai Government approximately doubled its expenditure; Sop Total Proj. Asst, ......... 4,996 b,,5oo“ 5,000 5,000
Public service activities supported by the Technical Coopera- NON-PROJ. ASSIST.
tion program and more than doubled its budgetary outlays for
economic development. To supplement its own resources, the Agric. Commod, Total .....
government has arranged for $50 million in loans from the IBRD SUrplus vt
and other sources, and is seeking more. Besides the economic Other vttt
and budgetary improvements noted in the Defense Support sec-
tion preceding, the Thai have established an interip economic Indus, Commod, Total ...,
Planning body, a Public Administration Institute, and a cabi- Raw Mat'ls. & Fuel ......J
net-level Council on Community Development. An improved labor Mochinery & Equip. ......J
law and other constructive legislation also have been enacted. Other Ind. Commod, ......,
Proposed FY 1958 Program: The $5 million proposed for Techni- | Cosh Gronts ...,
cal Cooperation in FY 1958 would finance the continuation of -
projects designed primarily to increase the effectiveness of Other oottt
Thailand's utilization of its own resources. Aid in public
administration is aimed at improvement of fiscal management, Totol Nan-Proj. Asst. ... ‘L
economic planning, basic statistics, and training in public

m
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FAR EAST AND PACIFIC T4ailand

administration. Agricultural assistance emphasizes diversifica-
tion, improved credit and marketing, and widespread dissemina-
tion of information in improved farming practices to farmers and
students throughout Thailand. Efforts toward continued educa-

tional improvement will be devoted primarily to teacher training,

vocational education, and the creation of a more practical ele-
mentary school program. In addition, technical assistance will
be provided for the improvement of health services, airways
operation and automotive maintenance, and the Planning of power
and industrial development.

By helping to expand critical technical and managerial

skills and bring about a variety of institutional improvements,
the Technical Cooperation program contemplated for FY 1958 can
be expected to continue to strengthen the base on which Thai-
land's economic development depends. However, investment

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

- stitutional impediments, preclu

Shaded areas are &curity classified
and must not be Jiuu[y.n/ to
unauthorized individuals. All

other material is unclassified.

capital is also a prerequisite for such development, and Thai-
land's heavy defense burden, generally low level of private
income and limited savings, i

zation of sufficient
capital from domestic sources. Investment funds from external
sources will therefore be required to achieve éﬁy significant
expanslon of the Thal economy within a reasonable period of time.

Among the most important of Thailand's needs is that for power
development to meet critical shortages, pParticularly in Bangkok.
Improved and expanded industrial credit, as well as power, is

is needed to stimulate the modest industrial development re-
quired for economic diversification and growth. Access to po-
tentially productive areas would be facilitated by tramsporta-
tion improvements, especially in highways, beyond those proposed
for financing in the Defense Support program for FY 1958.

($ in thousands)

AGRICUL- |. COMMUNITY | cenERAL
INDUSTRY HEALTH PUBLIC EVELOP,,
FUNCTION AND FISCAL YEAR Pty TR D AND TRANSFOR- LABOR AND EDUCATION | ADMINIS- | —SocIAL iscRL.
RESOURCES MINING SANITATION TRATION &w'igﬁgmé LANEOUS
ACTUAL FY 1956
Technical Cooperation ......cceeeveeneenns )"') 996 l; 136 3)4'0 380 38 697 l) 802 36)"' = 239
Development Assistonce ....ceceeereennnens
Other Programs .eeuccieecececesesrnseeccrnenees
Total ervevrineieiiiniieectinnes 4,996 1,136 340 380 38 697 1,802 364 - 239
2 2
ESTIMATE FY 1957
Technical Cooperation ......c.cvveeerseenne )"', 500 985 295 595 55 660 1,210 3“'5 35 320
Development Assistance .......cccereveennns
Other Progroms .ucieccecivsncecernssescrnenenne -
Total cuirrireienniiiiinirrsircscs seananns 4,500 985 295 595 55 660 1,210 345 35 320
PROPOSED FY 1958
Technical Cooperotion vuueeeeresesesnuene 5,000 885 640 705 70 645 1,170 610 15 260
Other Programs (Special Assistance).....
TOtal tuireererenesaersnernrenennssessensonens 5,000 885 640 705 70 6k4s5 1,170 610 15 260
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TREND OF ECONOMIC ASSISTANCE

( $ Millions)

46.1

345

345

6.5

25.0

Defense

1954 1955 1956
US. Fiscal Years

1951 1952 1953

1957

FY 1958 PROGRAM - Defense Support & Technical Cooperation

( $ Millions)

PROJECT
ASSISTANCE

Transportation

Other

NON-PROJEC
ASSISTANCE

Raw Materials
and Fuels

Machinery ond
Equipment

Other Industrial
Commodities

DEFENSE EXPENDITURES and U.S. MILITARY ASSISTANGE *

120 C
( $ Millions) O,l,p/o 1
S
v
04—
Defense
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60 ———
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Military
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e
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RICE EXPORTS

2000 H
(Thousand Tons) ($ Millions)
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800
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Y Fiscal years ending December 3| for Thai Defense Expenditures and June 30
tor U.S Military Assistance.
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Population ...eeceevcncss cres 12 million VIETNAM U.S.
Annual growth ...... cecesee 1.5 percent Life expectancy (years)....cecesescceces 30 70
BASIC DATA Agricultural land ......... . 144 of area Doctors per 100,000 population ..... e 3 130
Agri. land per capita «...... 0.9 acres Road miles per 1,000 squmicese.cnc.. eee. 110 1,250
Literacy rate ..cceccesccccece 20 percent Electric power per capita KWH per year.. 16 4,000
e e e et e e

L )
Calendar Years

Unit 1953 1954 1955 1956P

GROSS NATIONAL PRODUCT

TotBL GNP oreveecvsssscsasasacnccssscssssssesss & Millions n.a. D.&a. n.a. 1,875
Per Capita GNP .vcecececscessccssrscscecscccans Dollars 152
PRODUCTIOR

Agricultural Production Index® (Cochin China)..1935-39=100 76 79 83 8l

RICE oo evennansonenaeoannensesnnnnonnes ees 1,000 MT 1,975 2,090 2,090 2,090

RUDDET e evvvvecsooanascocnacasanscnnen ceccos . 53 56 66 58

Tlectric Power (Saigon) ......ceveevoneces ee  Mill.XWH 133 148 167 179

ECONONIC TRENDS FOREIGN TRADE

Total Exports (£.0.be)ceecscesececsscroncsecsss $ Millions 107° _99® _69 3
Rice and derivatives ......cevcceereracens .o " 19¢ 22¢ 9 0.3

RUDDOT  eveevevnnaocnasoacasonanansannas cens " 251) 2ub l6+2 38

Total Imports (Celefe)ecineecccccrocrannnninnns " 335 _2_9.5.8 _Q__a_. _200

Trade BAlANCe ..ceeeccesescaronscsossssscasns " -228 -190 -19 -157

FOREIGN EXCHANGE RESERVES (end of year).eccee..... " n.a. 30 12 131

COST OF LIVING INDEX (Sajgon) esec-c-cecreneces .. 1953=100 100 113 12 139

.;.:.:._._._-_._._-_-_-_._._._.:.:.:.:.:.:.:.:.:.:.:.:.:.;.:.:.;.:.:.:.:.:.:.:.;.:.:.;.;.;.:.:.é?.u;r;-.;.:.%.:.: ;.:.;;:.;.:.;.;.:.:.;.:.:.:.:.:.:.-.-.-. ettt

iscal Year Ending Decembe; '3i " s 5" a"e"%"

(In Millions of Dollars) 1955 1956 (Budget ) 1957 ( Budget.)
Total Revenues, excl. receipts of U.S. Afd....... = 18@ ’ 86
Total EXpenditures ...eeeeeeedcesesssssscncocsese = 343 , b6y
Deficit or Surplus before U.S. grant aid....... =161 ' , =275
Receipts from U-S‘- g!‘&nt aid [(E IR F R EREL NN NN NN 163 250
Deficit or Surplus after U.S. nt aid ....... + -
CENTRAL GOV'T i grant & 2 =
FINANCES Defense Expenditures ............ 221 199
As percent of Total Gov't Expenditures ........ 6ug , 434
As percent of GNP .eeecevevacscoasastssocascones 12% 11%
Total Debt (Eros8) e.eeeecescass seseessesssseanne : 305 330
As percent of GNP ...ceveeercces teeseaneneines . . 18%
Foreign Debt .ee.cececcsconcenrnsanens ceeenean. = e 25
n.a. - Not Available. p - Prel iminsr% E - Estimate

8Crop year beginning in year stated.

Excludes trade with North Viet Nam. CExcludes trade with Laos,
Cambodia, and North Viet Nam.



FAR EAST AND PACIFIC Uiel Nam

“*prevent Free Vietnam from falling under

ugh subversion or external aggression; to
s position as 8 newly independent, anti-
by helping to strengthen its economy, increase
ctiveness, and improve ite public services in

rder to sonaify popular support.

nter sta' : 'I‘he aignificance of the Republic of Vietnam in-
vhe tata?l Sau‘bheast Asian situation derives from the fact that
he country remains one of the most likely targets of Communist
rgreseion in the area. Its loss would have fareresching con< -~
. mequences throughout Asia, particularly since Vietnem is nov
. regarded as an mportant anti-Comminist bastion in that area, as
. was emphasized during President Ngo Dinh Diem's recent visit to
{the Uhited States. ‘ v

";nghonld the Republic of Vietnam fall under Commmi st cen‘hra}., ‘bhe
. neighboring states of Lacs and Capbodia, already wunder gonsider-
Communist diplomatic pressure, would find that pressure

‘and would probably be unable to resist it, Further,
etnam would result in a severe loss of Free World
wuld inevitsbly weaken the will to resist Communiem
east Asia. Thailand snd Malays would then find
*teult t resist cOmnist pnlitical end prapa—

It 1s in the U. S. interest to keep the Republic of Vietnam free
of Communist control and to assist it to develop a stable and
effective government, based on broad popular support. With U. S.
aid, the newly independent nation not only has remained outside
the Communist orbit but has established a government which has
the support of an elected national assembly. During its relative-
ly brief tenure, the government has destroyed the power of the
armed forces of the dissident sects and has weakened Communist

elements in the country.

As the Republic of Vietnam continues to progress toward the reso-
lution of its internal military, political and economic problems,
it 1s developing into a comparatively strong champion of the Free
World in Southeast Asia. By its remarkable recovery from an al-
most hopeless condition at the time of the Geneva armistice, it
has presented a striking example of what can be accomplished by

an independent country with U. S. aid.
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FAR EAST AND PACIFIC Mutual Defense Assistonce SECRET]

Vied Nam

Military Assistdnce

e government snd its armed forces for the period of
:Lme required to invoke ‘the U.N. Charter and/or the
theast Asia Collective Defense Treaty and to commit
collective security forces to support or reinforce
indigenous forces 1d defense of the country attacked.

MAJOR COMBAT FORCE OBJECTIVES:

- 6 Light Divisions; 4 Field Divisions
lh Naval Vessels; 2 Marine Battalicus

Porce: 5 Squadrons (2 Trans, 1 Comp, 2 Liaison)
PROPOSED FY 19%8 PROGRAM: The proposed MAP Program for
FY 1958 in the amount of $40.7 million is designed to
provide spare parts, construction and consumable items.
A very limited amount of replacemest of materiel, not
avalilable from excesses on hand, is included. e

. ivered about $1.1 billion of mili-
pplies to Indochina for use of the French and
:mdige ous. forces. After the Geneva Accords of July

- 195% which forbade bringing in, except on a replace-
ment basis, additional materiel, the problem has been
cne of redistribution snd utilization of equipment
availab ¢ and of organizing and trsining forces for

ath VietNam, one of the three independent states
erged from the portion of Indochina not occupied
3% forces., In the process, Vietnamese Army
has been reduced from 219,000 (1954) to

SECRET
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ESTIMATED OBLIGATIONS AND EXPENDITURES (Dollars in thousands)

Coml FY 1957
thro - 71/56 10 o ota Unilquidated
FY 1956 72/]2255/657 6/33/0]/'57 Tore! Obé}gsjg‘;”
*: | $251,996 | $28,k97 | $25,209 | $53,706 | $h9,b3
Exp. 160,189 73,300 22,781 96,081 -
PROGRAM (Dollars in thousands)
FY 1950-57 FY 1956 FY 1957 Proposed FY 1958
$3'9 293 $18,814 | $55,089 $40,673

CONTENT OF FY 1958 PROGRAM

2,30 (a1 - ";‘éges)(m des), :
L ghell, HE, &, a Morta.r (M Rds)

Construction & Consumables
Follow-on Spare Parts
Other:

Shell, HE, Blmm, Mortar (M Rds)
Shell, HE, 15Smm, Howz.'bzer 1611 Rds)
Rocket 3.5" (MBas)

Crane, Shovel, 10 Ton

Truck, Military Bridging, 6x6

Equipment and Supplies Purchased to 31 Dec.
Progrommed from Excess U. S. Stocks to 31 Dec.

'56

'5%6

s 0
¢ 17,034




SECRET Viet-Nam

142,000 (1956), a navel force of less than 5,000 has
been organized from the 1954 French Colonial Auxiliary
and an Alr Foree of 4,000 has been organized using a
1ittle less then $25 million of materiel declared ex-
cess by the French.

COUNTRY CONTRIBUTION TO DEFENSE: The principal con-
tribution is the provision of 150,000 men and an
aggressive and so far successful drive to establish
and maintain internal security.

COUNTRY LIMITATIONS: Lack of qualified leadership
above battalion level; lack of a clearly defined chain
of commsnd; lack of skilled technicians and adequately
trained officers; high percentage of war-weary equip-
ment with resulting maintenance burden and potentially
high attrition; unbalanced military pay and allowances
1nherited from the French; fo!
11ity to increase suppor
expected to level off at a.'bcu‘b $200 million anoually
58; government revenues of $186 million as ceﬁ
$427 million expenditures, $188 million of which is

XG

2O

. for defense; lack of military production potential and
. foreign exchange other than the U.S. contribution,

APPRAISAL OF FORCES: The Vietnamese armed forces are
capable of maintaining general intermal security in
Free Viet«lNam. This does not preclude, however,
isolated dissident and bandit attacks on civilians

and small military detechments. Against full scale
external aggression by the Communist Viet Minh of

North Viet-Nam, the srmed forces of South Viet.Nam -
 can defend essential key areas for from 30 to ko
days after which time nu‘cside military help woule. be
required.

ACTIVE FORCES:
Arny
Nav“y:v ' 5,797
Adr Force: = 4,211

4

141,855

13

ADMINISTRATION: The present authorized complement of

the MAAG is 354 military personnel supplemented by

115 local employees. No U.S. civilians are suthorized,
The inadequecy of the MAAG strength to achieve ob;}ectivess‘
resulted in the establisbment in 1956 of a suppl
military mission of 324 to assist the MAAG primar
in its logistical activities and in the recove
excess U.S5,-provided material. This mission 1
Terred to. a8 the '.{'emp ’ '3 Equiment Recervery :ms

PER CAPITA MILITARY PERSONNEL COSTS: In terms of U. S.
dollars, the average annual maintenance cost of a
soldier, sailor or airman is $709. This includes pay,
allowance, subsistence and individusl clothing costs.

SECRET
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QUANTITIES OF MAJOR ITEMS PROGRAMMED AND DELIVERED

Proposed Total Delivered Estimate of
Program Program Program Through Delivery | Undelivered
Item FY 1958 FY 1957 FY 1950-57 {28 Feb. 1957 | Mar<fun 1957 | 30 Jun 1957
- e 4 o E
r..By Aircraf’t _ 69 69 . o
Landing Craft ?U’til) (:wv) L 7 7 0 o
Landing Craft (Med) (1cM) o 57 57 0 0
Iamd.ing Ship (Med) (LSM) (Overhaul) 4 - i 4 0 0
landing Craft (LSIL) - - 5 5 0 0
+ landing Craft (LSIL) {overhaul) 3 2 2 0 e} 2
Bubmarine Chaser (xc) - - 5 5 0 Y
10. Submarine Cheser (FC) (overhaul) 1 3 3 % o 3
Pruck 1/47, hxh (all models) - - 3,875 3,663 0 212
e:ruck 2 1/2Ton, 6x6, Cargo (all modzls) - - 5,661 5,661 0 0
'.!‘ruck, 4.5.€ron, 6x6, Wrecker 1 8 149 11 0 8
How, 105mm, MRAL, w/Crg or Mt. - - 180 180 0 0
How, 155mm, Ml, w/Carriage - - 18 18 0 0
Mortar, 60mm (all models) - - 862 862 0 0
Rifle, 57mm, Recoilless - - 515 515 0 0
Carbine, Cal..30 (all models) - - Ll o082 bl 082 ) 0 0
. Rifle, U.S., Cal..30, ML Series - 76,042 76,042 0 0
Cartridge, Cal..30 fall types) (M Rds) 56,000 31,974 201,413 151,795 17,644 13,97
Cartridge, Cal..50 (all types) (M Rds) - 3&5 11,250 8,153 1,7kl 1,36
22, Cart, HE (HEAT) 57mu, Rifle (M Rds) 5 1 5k ke 7 o
'3, Shell, HE, ML w/f, 105mm How,M2(M Rds) - - 515 b2k 91 0
Shell, HE, 155mm How. (all models)
(M Rds) (Procured by Complete rounds) I - sk 25 29 0
Shell, HE, 60mm Mortar (M Rds) 65 2 4k 322 129 3
. Shell, HE, 8lmm Morter (M Rd.sg 55 60 Lo5 2h3 102 £
20mm Ammo. (all types) (M Rds - - 713 657 0 6
SCR-300 (AN/PRC-10) Redio Set . - 3, 4l 3, bl o 6
» SCR-536 (AN/PRC-6) Radio Set - - 9,159 9,159 0 6
Truck, Military Bridging, 6x6 20 4T a7 o o0 -
| o __ SECRET

124




FAR EAST AND PACIFIC Viel Nam

Program Objectives: To assist the Vietnamese Government to
maintain and strengthen its security forces, while insuring
economic stability; to complete the relocation of refugees
from North Vietnam and stabilize unsettled populations in
South Vietnam; and to reconstruct and improve public works,
agriculture and public services, in order to build up Viet-
nam's economy to the minimum level necessary to maintain
political stability.

Accomplishments: The threat of a Communist take-over, which
appeared likely two years ago, has been averted. Free Viet-
nem has a militantly anti-Communist government, firmly align-
ed with the Free World. It has consolidated its independence,
_ rapidly increased its popular support, and gailned prestige
throughout Asia. The National Army, equipped, trained and
financed by u. s. aid, has pacified the country, dispersed.
the rebellious armed forces of the dissldent sects, and great-
1y reduced the subversive potential of the Communist apparatus.
Essential economic needs of the people have been satisfied
and inflation kept under control, thus preventing serious
social and political unrest.

The government has established and strengthened such economic
institutions as the National Bank and National Investment
Fund; it also has developed a central purchasing office,
simplified customs and import licensing procedures, and has
set up a National Institute of Administration to train civil
servants for all of the government ministries.

Under projects filnanced with FY 1957 and prior year funds,
initial steps have been taken to rehabilitate the Vietnamese
economy and assist the country gradually to reduce its de-
pendence on foreign aid. For example, highways, port facili-
ties, and airfields are being reconstructed end modernized,
agricultural production restored and diversified, end some
smell industry established.

About 660,000 civilian refugees from Communism have been cared
for, with the majority having been permanently rehabilitated
and resettled as productive citizens.

Defense Support

Shaded areas are Security classified
and must not be Jiuulpu{ to
unauthorized individuals. All

other material is unclassified.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Cumul. ' FY 1957 ESTIMATE
thru
7/1/56 to 3/1to nexpended
FY 1956 2387 6/30/57 Total Yy
Obligations .......... 522,158 159,246 90,754 250,000 XXXXXX
‘' Ex ditures ceceess
penditure 321,230 158,090 80,922 | 239,012 211,916
' SUMMARY OF PROGRAM
FY 1956 FY 1957 Proposed FY 1958
Total ceveveereesnesrsnsseses 198, 827y 250,000
PROJECT ASSISTANCE
Technicians ...ovcvvevienens 668 1’925
Participants ......cc.vveeen. 85 5“-0
Contr, Services ............ 2,9,46 101535
Supplies & Equip. ........ 15,551 36)900
Contr. to Coop. Service .. - N
Other .oviiviiiieriecireeinianne = 100
Total Proj. Asst. .cceeeee 19,250 50,000
NON-PROJ. ASSIST.
Agric. Commod. Total .... 20 360 23,015
Surplus .uiiceiiniesennienens 4 , 162_/b T?,-WE/
Other vve cererrenenssmcaens 6,198 9,615
Indus. Commod. Total .... 12 2l"g 176 985g
Raw Mot'ls. & Fuel ..... 81,919 115,740
Machinery & Equip....... 21,811 314-,6145
Other Ind. Commad. ..... 23,)4-87 26,600
Cosh Grants .c.ceeeveneenenen 32,000 -
Other cuucerrerssesesessrorns - -
Total Non-Proj. Asst. ... 179,577 200,000

military support program for Vietnam.

with France.
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a/ Includes $21.7 million made avallable from prior ye
programs, but excludes approximately $90 million savings on CY 1955

E/ Excludes imports under $30.0 million triangular trade transaction

¢/ Includes fmports from $30.0 million trisnguler trade transaction.
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Proposed FY 1958 Program

Economic and Political Background: When Free Vietnam became
independent two years ago, the many problems it faced were
aggravated by its lack of experience, the insecurity that pre-
vailed throughout most of the country, and the need to provide
for the refugees from Communist North Vietnam. There is still
an acute shortage of trained personnel, not only in government
but in the private sector of the economy.

Despite the progress that has been made, the economy is still
week, and the country could not survive without substantial
foreign aid. Certain vital public facilities such as highways,
canals, railways, irrigation systems and telecommunications,
damaged in the long war, have not been fully repaired. Agricul-
tural production is far below pre-World War II levels. Industry,
needed to compensate for what was left behind in the north, has
barely begun to develop. Exports are earning about 20 percent
of the foreign exchange required for imports, and the government
is able to raise only enough revenues to cover ordinary civil
government costs.

The large military establishment, considered necessary for
security reasons, is beyond the economy's capacity to support.
Consequently, the military budget must be financed largely from
foreign aid. Heavy military spending, large blocks of foreign-
owned liquid assets seeking repatriation, and government fiscal
policies have combined to create inflationary pressures resulting
in a 20 to 25 percent price rise in the past two years. The
substantial volume of U. S.-financed imports into Vietnam has
been the dominant factor in holding inflation within this range.

Composition of Proposed DS Program: It is proposed that $225
‘million in Defense Support funds be provided to Vietnam in FY
1958. Of this total, about $197 million will be used to finance
the importation of commodities for sale in Vietnem; the sales
proceeds will help to meet local military and project costs, as
described below. The remaining $28 millfon is required to
finance the direct dollar costs of projects deemed necessary to
safeguard the economic gains already made. The proposed FY 1958
program would help to:
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_;rmy in 1958.

Shaded areas are Security classified
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Maintain and Strengthen Vietnam's Security: It is planned to
provide the equivalent of $I55 million from the local currency
proceeds of commodity sales for the support of the Vietnamese
At this level, the U. S. contribution would be
| less than is contemplated for the current year,

ﬂreflecting the expectation that totel military costs will de-

cline and Vietnam's support of its military budget will increase
in 1958. Growlng in combat efficiency and morale, Vietnam's
army is an increasing deterrent to Communist aggression end a
mainstay of the anti-Communist government.

Insure Economic Stability - The ‘$1 . of U. S.-financed
commercial imports proposed for FY 1958 will provide sbout
percent of Vietnam's requirements for imported mechinery, raw
meterials and consumer goods, and will constitute a principal
control against inflation. Unless held in check, inflationary
pressures could severely undermine populer support for the
government and halt private investment in constructive economic
enterprises. As indicated above, these imports will also gener-
ate the local currency funds which sustain the Nationsl Army and
help to defray local currency project costs.

Restore Agricultural Production and Improve Villege Life - Free
Vietnam is competing with the Communist regime in the north for
the political support of the Vietnamese peasants, who comprise
80 percent of the population. In recognition of the need to
improve the living conditions of the peasantry in order to
assure their support, a total of $18.8 mi Qn is planned in
FY 1958 for activities which will resettle uprooted people on
land now idle; defray the administrative costs of land reform;
and foster livestock improvement, vocational training, and
health and sanitation services in the rural villages Direct
doller costs of these projects will amount to'} and.
local currency costs will require the plaster equivalent of
about $i5. :
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Rehabilitate and Develop Public Works - A total of $31.9 mil-
Ii5n of FY 1958 DS funds is programmed for dollar and local
currency financing, in approximately equal amounts, of projects
to restore and improve vital highways, inland waterways, air-
ports, urban water distribution systems, and other public
facilities. These facilities will provide needed mobility for
the armed forces and are indispensable to economic recovery.

Develop Public Service Facilities and a Corps of Trained
Personnel - The departure of the French, after Vietnam became
independent, left a serious vacuum with respect to trained
personnel competent to handle the minifold responsibilities

of the new government. The gaps were most serious in public
administration, health and education. As a first step in de-
veloping a corps of competent administrative and public service
personnel, training facilities are being expanded and curricula

Shaded areas are Security classified
and must not be divulged to
unauthorized individuals, All

other material is unclassified.

and teaching methods improved, especially in health, vocational
and technical education, and public administration. These
facilities include the National Institute of Administration,
the Agricultural Training School, six vocational schools, two
nursing schools, and the Medical College of the National
University.

For these activities, the FY 1958 Defense Support program pro-
vides a total of $7.0 million ($4.4 million for direct dollar
costs, and the piaster equivalent of $2.6_mill£on;for local
currency costs). Allied training and demonstration projects
in the proposed Technical Cooperation program will require an
additional $&.8 million equivalent of local currency support,
to be provided from the sales proceeds of commodity imports
programmed under Defense Support.

PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($.in thousands)

COMMUNITY
AGRICUL- GENERAL
INDUSTRY HEALTH PUBLIC | DEVELOP.,

FISCAL YEAR P o oo AND hsei it LABOR AND EDUCATION | ADMINIS- SOCIAL se.

ReeooRaL, | MNING SANITATION TRATION | WELFARE | WSEELC

ACtual FY 1956 vevaeuseessssssressssenamssssossens 19,250 1,048 513 6,083 bl 371 - 1,256 8,468 1,467
Estimate FY 1957 wveeveseruerseessssssannessesens 50,000 6,600 | 12,40 | 18,k15 25 3,840 1,075 5,890 - 1,745

: ’w3:~g1159 1”
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Program Objectives: To help Vietnam develop the technical
and-administrative competence required for efficient manage-
ment of governmental services and private economic activities;
and to assist in providing the skills and other resources
needed for sound economic development, in order to establish
& foundation for increasing self-support and lessen dependence
on external aid.

Accomplighments: The Technical Cooperation program, which
was initlated as a separate component of U. S. assistance to
Free Vietnam in FY 1956, has already made a significant con-
tribution to the strengthening of government administration
and improving its programs in agriculture, health and educa-
tion.

Through a contract with an American university, assistance
has been provided in operating the National Institute of Ad--
ministration and in raising the efficiency of several govern-
mental offices through reorganization. Trgining provided the
civil police forces has helped establish the government's
authority within its borders during the difficult period
through which it has just passed.

Advice and training have been provided for school construc-
tion and the operation of an adult education program, and a
Program for the training of teachers in primary and secondary
schools has been begun. A pilot project in agricultural ex-
tension is also under way and technical aid is being given to
the National Agricultural College. U. S. technical assistance
has been an important factor in the successful resettlement of
the large number of refugees from North Vietnam. Technical-
cooperation also played a major role in helping Vietnam estab-
lish the National Bank, a National Investment Fund, a central
purchasing office, and simplified customs and import licensing
procedures, referred to under Defense Support.

Proposed FY 1958 Program: The $4.9 million proposed for Tech-

nical Cooperation in FY 1958 will finance continuing projects
in the following fields: Public Administration - $1.8 million
to provide advisory services, through an extension of the
existing university contract, to further strengthen government
organization, assist the National Institute of Administration

Economic & Technical Cooperdtion

‘ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Cumul, FY 1957 ESTIMATE
thru - 56 to /1 Unexpended
FY 1956 Hersy 6/30/27 Total 6/30/57
Obligations ......... 31)471 J66 3, 93“‘ )"’) 500 XXxX
Expenditures ....... 661 1,131 1,379 2,510 4,800
SUMMARY OF PROGRAM
FUNCT ION FY 1956 FY 1957 PROPOSED FY 1958
Total Tech. Coop. Special Assist.
! XXXX
Technical Cooperation ... 3,h71 ,J-,SOO hxggg hkgx% X XXX
Development Assist, ..... - -
Other Programs ...........
Total ciireiviiiiirineeninnnns 3,471 )4., 500 4,900 4,900
PROJECT ASSISTAMNCE
Technicians .....cccveennnees 10
737 300 310 3
Participants ....cccvvvenenens 166 535 680 680
Contr, Services ....ccueennis 1,16)4 1,930 2,2)40 2, 240
Supplies & Equip. ......... l,)-l»o)-l» 1,735 1,670 1,670
Contr, to Coop, Service ...
Other .iiviiiiiieniciienennns
Total Proj. Asst. ......... )’"’71 h’ 500 )-},900 )-l»,900

NON-PROJ. ASSIST.

Agric. Commod, Total .....
Surplus ievecciesenercinannns
Other .iivieinresersseccecnsens

Indus. Commod, Total .....J
Raw Mat'ls. & Fuel ......]
Machinery & Equip, ...... d
Other Ind. Commod, ......J

Cash Grants ...eeveeicarennces

Total Non-Proj. Asst. ,..
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in training personnel for the ministries, and increase the
effectiveness of the civil police; Heaslth - $1.0 million to ex-
tend rural health services to all the principal districts by
training 100 district health nurses, 90 sanitarians and 2,500
village health workers, and an additional L0 persons in public
health and hospital administration, public health nursing and
laboratory techniques, sanitary engineering and health educa-
tion.

The proposed funds also would provide essential support to con-
tinuing projects in: Education - $540,000 to equip and assist
in the construction of elementary
literacy rate (now estimated to be approximately 20 percent);
also $630,000 for assistance in teacher training and higher
education, to provide the teaching personnel necessary for the
Vietnamese to carry on their own education program; Agriculture

PROJECT ASSISTANCE BY FIELD .OF ACTIVITY

schools, in order to raise the

$465,000 for training and demonstration projects to assist in
developing extension services, and agricultural credit and co-
operatives, and to encourage diversification of crops.

By helping in numerous ways to improve and expand technical and
managerial skills, the proposed TC Program will continue to
strengthen one element necessary for any significant expansion
of the Vietnamese economy. However, the nation's recurring
trade and budget deficits, amounting in 1956 to $157 and $275
million, respectively, reflect its ipability to finance opera-
ting requirements, let glone set aslde any large amount of its
resources for investment purposes. In this situation, substan-
tial assistance from external sources will be required to make
the nation's growing know-how fully effective in bringing about
the economic development necegsary for increasing self-support.

($ in thousands)

AGRICUL PUBLIC | DEVELOR, | GENERAL
. INDUSTRY HEALTH B . " AND
TOTAL TURE AND | . TRANSPOR- TION |  ADMINIS. SOCIAL
FUNCTION AND FISCAL YEAR CoST NATURAL AND TATION LABOR AND Epbuca MISCEL-
RESOURCES MINING SANITATION TRAT ION &WSEESAIzEG LANEOUS
ACTUAL FY 1956
Technical Cooperation ......ccceeuervnnenen 3) ,"'71 917 21 14 767 330 ll 309 113
Development Assistonce ..........eveevenes
Other Programs .iiceeveeeeeeseerseenesnseserees
Total tiireiiiiiinicirrrtre e eaa. 3, 471 917 21 14 767 330 1,309 113
ESTIMATE FY 1957
Technical Cooperotion vu..uevueensiosssnes 4, 500 530 - 15 925 1,7k0 1,290 -
Development Assistonce .......cvveereeneons
Other Programs .u.ceveereeessicesneennssnnaes
Total suevererrsrenseenseneessesssersnssesses 4,500 530 - 15 925 1,740 1,290 -
PROPOSED FY 1958
Technical Cooperation ..uvieiesieesenenenss )-#,900 )-#65 - 30 1,000 1,170 2, 065 170
Other Programs (Special Assistance).eees
TOtal wemveeereeserseeseseseeseeseeesseneeens 4,900 465 - 30 1,000 1,170 2,065 170
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SECRET (As Noted)
TREND OF ECONOMIC ASSISTANCE ‘ FY 1958 PROGRAM -Defense Support and Technical Cooperation
( $ Millions) ($ Millions) -S'é\q?é\
/Technical Cooperotion >
PROJECT 33 7
ASSISTANCE
3236
NON-PROJECT §
ASSISTANCE &
e e i R Row Noterias
Jobudas Tn Lhe protran | e ond Fuel
States of Indochina. | .
N Support g&ﬁgmeeg and
Other Industrial
Commodities !
R L L o | ég:tr:'t‘l‘l)télirgés ........................................................... U.S. Surplus 15 R e
1951 1952 1953 1954 1955 1956 1957 1958 25
U. S. Fiscal Years ( Proposed)
DEFENSE EXPENDITURES and U.S. MILITARY ASSISTANCE" RICE PRODUCTION
300 4
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200 g
\
100 |-~ -
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SECRET (As Noted)
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Defense Support

FAR EAST AND PACIFIC  Regional And Undistributed

Y S U t : The $21.867
million entered in the FY 1956 column of the adjoining table
consists of savings realized from prior years' Indochina
programs which were applied to military requirements of Viet-
pam in FY 1956. The commodities purchased with these funds
are included within the totals shown in the Defense Support
table of the preceding section on Vietnam., In order to permit
regional Defense Support totals to reflect availabilities from
FY 1956 funds alone, it has been necessary to deduct the prior-
year savings. The reduction is noted on the regional table
for Defense Support and is entered here as a balancing item.

Within the project assistance total of $4.287 million
shown for FY 1957 in the adjoining table, $3.4 million is in-
cluded as a balancing item to indicate the kinds of costs in-
curred in the construction of dependent housing for employees
of the Office of the Economic Coordinator in Korea. The
Defense Support table for Korea includes the $3.4 million
within the FY 1957 total of $300 million, but does not show
the cost camposition of this amount, since the activity is
not considered assistance to the Republic of Korea.

The balance of the FY 1957 Defense Support total reflect-
ed in the adjoining table consists of $20.887 million which is
not firmly programmed as of this writing pending evaluation
of potential and apparent requirements in three countries.

Previous Page Missing

)\

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

Cumul. FY 1957 ESTIMATE
thru
7/1/56 to 3/1 to Unexpended
FY 1956 2/28/57 6/30/57 Total 6/30/57
Obligations ceeeeeen. 8o, kusd/ 600 | 20,287 20,887 |  XxXXXXX
Expenditures wuwee 808,533/ | 11,29k 7,206 18,500 | 34,302
SUMMARY OF PROGRAM
FY 1956 FY 1957 Proposed FY 1958
Total ersemrrsssres ~21,687 20,887 &/
PROJECT ASSISTANCE
Technicians .iiiiirecaneinces -
Participonts .c.eeeveeercennes -
Contr. Services...eceveennens 600
Supplies & Equipa cmucauen ~ 2,287
Other iiivvviisienieeniaiinienns 1,400
Tatal Proj. Asst. ........ 4,287 b/
NON-PROJ. ASSIST.
Agric. Commod. Total .... -
Surplus seiiieiecniiecnnenees -
Other .ieevvcrirercesesesions -
Indus. Commod. Total ... g_Q‘_‘Q_O_Q_
Row Mat’ls. & Fuel ..... 7,700
Machinery & Equipe...... 2,300
Other Ind. Commod. ..... 10, 000
Coash Gronts cccveeecenerenees . -
- C -
Other ciccieeecinnrraercnsosnnes 21’687 _/
Total Non-Proj. Asst. ... —21,687 20,000

a/ Funds being held pending evaluation_of potentia
= quirements in three countries. b/ Includes $3.
Dependent Housing.
statement contains the amognt in program total.
recoveries used for FY 135 programs shown elsewh
3/ Ovligations ($8L0,163
year Indochina accounts now being closed out.

and apparent re-
milligg for OEC

Excluded from total above since Korea country
cZ Priog gear
e in Présentation.

and expenditures ($808,248) under prior
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PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

COMMUNITY
TOTAL FORICUL- " | INDUSTRY TRANSPOR- HEALTH PUBLIC DEVELOP., | GEAERAL
FISCAL YEAR AND LABOR AND EDUCATION | ADMINIS- SOCIAL
cosy NATURAL MINING TATION SANITATION TRATION WEL FARE MISCEL-
RESOURCES LANEOUS
& HOUSING
ACtual FY 1956 1uvvereeresereensseesssessesnessens - - - - - - - - - -
Estimate FY 1957 veverevererrrereressssessseens 4,287 - 300 587 - - - - - 3,400
Propased FY 1958 wiciiviereerernssaaseesaesarans - - - - - - - - _- -

* Includes $3.4 million for OEC Dependent Housing which was excluded f;ﬁéikbreﬁﬂ;fSBAQ; assistance tables:ﬁ
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Economic & Technical Cooperdtion

FAR EAST AND PACIFIC  Regional And Undistributed

Eroposed FY 1958 Regional TC Frocram: In order to finance the
costs of regional projects and other activities which cannot
appropriately be charged to continuing country programs, it is
proposed to program $500 thousand of Technical Cooperation
funds in FY 1958.

It 1s anticipated that financial support will again be
required for the Regional Technical Assistance Traiming Center
in Tokyo, which trains Asian nationals in Japan in aceordance
with ICA's policy of engaging in third-country training activ-
ities wherever necessary to help obtain the objectives of U.S,
policy. Assistance is also contemplated for the Hawaii train-
ing program, in which Asian participants are trained in tech-
nical subjects related to tropical situations.

As in the past, it is also expected that funds will be
required for workshops involving participants from more than
one country, such as the Rural Youth Leaders Workshop in FY
1957. Fumds set aside for this regional reserve have also
been used in past years to finance the Far East portion of a
technical advisory contract for the planning and execution of
miclear energy programs, and visits to the United States of
study groups sponsored by the UN's Economic Commission for
Asia and the Far East., It is expected that comparable require-
ments will arise in FY 1958.

ESTIMATED OBLIGATIONS AND EXPENDITURES ($ in thousands)

CL;‘mul. FY 1957 ESTIMATE
thru
7/1/56 ¢ 3/1¢ Un ded
FY 1956 2/28/57 6/30/57 Totol 6/30/57
Obligotions ......... 9,0918/ 120 630 750 XXXX
Expenditures ....... 8 » 5952/ 310 336 646 600
SUMMARY OF PROGRAM
CUNCT (N Fy 1956 FY 1957 PROPOSED FY 1958
Totol Tech. Coop, |:Special Assist.
. ) XXX X

Technical Cooperation ... 259 750 ;OO 500

Development Assist, ..... - - XXX Xxxx Xxxx
Other Programs ........... - - - = -

LT O 259 750 500 500 -
PROJECT ASSISTAMCE
Technicians .....ccceevunnens 65 105 70 70 =
Participants ...cveevereneen. 16 70 60 60 =
Contr, Services ........;... 76 190 135 135 =
Supplies & Equip. ......... 102 20 5 5 -
Contr, to Coop. Service .., - - - - -
Other wvvveveverieaesereeeeenn, - 365 230 230 i
Total Proj. Asst. ......... 259 750 500 500 -

I

NON-PROJ. ASSIST,

Agric. Commod. Total

.........................

Indus. Commod, Total .....J
Row Mat'ls. & Fuel
Machinery & Equip. ......J
Other Ind. Commod. ...... d

.......

Cash Grants sucicseencsenerees

...........................

Total Non=Proj. Asst. ..

.E/ Includes obligations and expenditures of $2,034
of prior year Indochina programs now being closed outj.
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PROJECT ASSISTANCE BY FIELD OF ACTIVITY

($ in thousands)

COMMUNITY
TOTAL FORECULS | INDUSTRY | 154 nsPoR. HEALTH PUBLIC | DEVELOP., GENERAL
FUNCTION AND FISCAL YEAR AND LABOR AND EDUCATION ADMINIS- SOCIAL
cosT NATURAL MINING TATION SANITATION TRATION | WELFARE MISCEL~
RESOURCES ; LANEOUS
& HOUSING
ACTUAL FY 1956
Technical Cooperation ....cecesverencesens 259 124 16 = = = = - = 119
Development Assistance .....ceeecesenenene - - - - = = = = = -
Other Progroms .icieseeceeseens reesresencencens - - = - - - - - - -
Total cuvveeeeas 259 12k 16 - - - - - - 119
ESTIMATE FY 1957 )
Technical Cooperation ......ceeevecesncnnnes 750 15 u’o - 20 - 5 = 50 620
Development Assistance ......cccecveeernens - - - - - - - - -~ -
Other Programs .uiviesennens - - - - = - - - - -
Total weeruierinnenes 750 15 Lo - 20 - 5 - 50 620
PROPOSED FY 1958
Technical Cooperation .....ceeeeceeiesenens . 500 - - - = - - - = 500
Other Programs (Special Assistance)..... - - - - - - - - - -
Total cevcececereincensrecarrennssrncosioncnne 500 - - - - - - - - 500
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No new funds are being requested for fiscal year 1958 for the
President's Fund for Asian Economic Development. In 1955,
the Mutual Security Act of 1954 was amended to establish,
under Section 418, The President!s Fund for Asian Economic
Development for which $100 million was appropriated to re-
main available for obligation during the three fiscal years
ending June 30, 1958, The legislation, designed to foster
regional cooperation in the economic growth of Free Asia,
directed that preference be given to projects and programs
which would contribute to promoting greater economic strength
in the region as a whole or in a group or groups of countries
in the area. Last year the Congress repealed Sesction 418 but
made provision under Section 201 for continued availability
of the money in the President's Fund for Asian Economic De-
velopment, under the provisions of and for the purposes set
forth in the original Section L18.

Although only a small fraction of the total of the various
bilateral country programs in Free Asia, the Fund represented
-a new element in the Mutual Security Program. Unlike Europe,
there is in Asia little experience in the field of mutual
economic cooperation and in a regional approach to problems
common to the Asian area as a whole. The economies of many
of the Asian countries have developed along parallel lines
rather than in a manner which would permit them to complement
each other easily. Political relations between certain of
the countries continue to be strained. There exists a wide
ignorance about what is going on in neighboring countries,
and the relative newness of many of the governments has forced
on them a preoccupation with pressing internal problems of
various kinds. Further, the momentum of intense nationalism
has tended to inhibit interest in many countries in looking
beyond their own borders to find areas where they could, to-
gether with their neighbors, work out mutually beneficial
arrangements in the economic field.

The establishment of the Fund provided an opportunity to help
focus Free Asian attention on the need for building at least

a modest basis of self-help and cooperation among the countries
in the area in programs and projects of benefit to two or

more countries, Because of the inhibiting factors described
above and because the Fund represented a new venture both for

the United States and the Asian countries, a considerable
amgunt f_ time and effort has had to be devoted to developing
and explaining to the Asian countries criteria governing the

ESTIMATED OBLIGATIONS AND EXPE‘NDITURES ($ in thousands)

Cumul. FY 1957 Program
thru
o 3/1 to Unexpended
FY 1956 72//]2/35/65'7 6/30/57 Total 6/30/57
obl. a/ 252 17 47,983 148,000 XXX
Exe. & 25 1,8 852 1,000 L7,227
SUMMARY OF PROGRAM
{$ 1n_THOUSANDS)
FY 1956 FY 1957 Proposed FY 1958
252 1,8,000 L7,5L8

DETAIL OF PROGRAM
($§ 1~ THOUSANDS)

FY 1956 FY 1957 FY 1958

ojects Programmed

. Aslan Nuclear Center 252 19,748 -
. Telecommunications Survey - 2,500 -
. Telecommunications Construction - 20,000 -
. Nepal-India Roads - 5,000 -
. Afghanistan-Pakistan
Transportation Survey - 250 -
. Afghanistan-Pakistan
Transportation Construction - 502 17,498
Projects Under Consideration

Pr
1
2
3
b
5
6

7. Nepal-india Railroad Lmprovement - - 6,000
8. China (Taiwan)-Japan Coking Coal - - 1,500
9. Regional Training and
Demonstration Centers - - 2,200
10. India-Japan Iron Cre - - 20,000
11. Other Project Proposals - - 350
' Total Projects 252 18,000 47,5048

3/ Excludes obligations and expenditures of programs for Indonesia
and Ceylon totalling 34,200 thousand which were financed from
this fund and are included in the country program statements.
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use of the Fund which reflect the regional emphasis in the
legislation., Aside from the use of the Fund for the country
programs of Indonesia and Ceylon in fiscal year 1956, the emphasis
in administering the Fund has been on confining consideration of
uses of the Fuud to projects clearly of benefit to two or more
countries.

Current Status of Projects Under the Fund: As of March 15, 1957,
projects totelling about $50 million had been programmed and
additional project proposals were under consideration represent-
ing somewhat more than the balance of $50 million in the Fund.

The development of projects which could qualify for financing
from the Fund has been slow., Consultations between countries on
joint undertakings require a considerable amount of time, particu-
larly when many of the countries are unfamiliar with or suspicious
of each other and are preoccupied with pressing internal matters.
It is in this function of providing time for countries to identify
common interests and explore projects with their neighbors that
the three-year .availability of the Fund has been of fundamental
importance to U. S. objectives in encouraging regional coopera-
tion,

While the emergence of sound projects has been slow, the modest
steps taken thus far have nevertheless been significant. The
existence of the Fund has stimulated the interest of Free Asian
countries and has given them a specific frame of reference in
which to work together for their mutual economic advantage.
very fact that projects, few as they are, have been developed
within the criteria and objectives of the Fund represents a small
but important change in the history of Asian relations both in
economic and political terms.

The

In administering the Fund the emphasis has been to encourage
countries to explore possibilities together and to develop a
reservoir of possible projects rather than to obligate funds
quickly, Where project ideas are submitted which appear to be
consistent with the objectives of the Fund, tentative earmarkings
are made rather thams—formal obligation of funds., While no commit-
ments are given, the earmarkings permit the countries concerned
to develop the project to a point where serious consideration can
be given to approval and obligation of funds, Particular atten-
tion is devoted to those projects which would bring together
countries which ordinarily find it difficult to work together.
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For example, despite the severely strained
;bemfe n Afghaniaf.an and Pakistan, beth
U, 8. assistance in undertaki
 between them, Daspl
“'mral traartation '

3 ,aréa. Mthough the President
anly the trans;)ortation survey,
318 million to cover the estimated

.‘aruka the raad s railroad and port imp

Earmarkings and reservations of funds permit an adequate ex-
ploration of the real possibilities of mutually beneficial
gconomlic cooperation, At the same time it gives the U. S. an
opportunity to see other projects accumulated and permits
selection of those which appear to offer the greatest promise
both in terms of their economic results and in terms of the
achievement of U, S. mutual security objectives., The special
and complicated problems inherent in a regional .approach to
economic growth require special and time-consuming solutions.
The experience gained thus far in adherence to the principle of
using the Fund to help countries which help themselvss through
mutual cooperation, indicates that the Fund is serving an im-
portant purpose and that a regional or cooperative approach to
economic development is one which the U. S. should continue in
its own interest.

Projects Programmed

1. Asian Nuclear Center - $20,000,000: Following the suggestion
made by the U, S. iGovernment in October 1955 at the annual
meeting of the Colombo Plan Consultative Committee for the
establishment of an Asian Regional Nuclear Research and Training
Center, ICA financed the costs of a survey for such a center.
The survey and report of recommendations, made by the Brookhaven
National Laboratory, have been completed, and the report was
made available to the 16 other members of the Colombo Plan at
the Wellington meeting in December 1956, At that meetlng the

U. S. Government announced that it would contribute $20,000,000
toward the cost of the establishment and initial Operatlon of
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such a center to be located in the Philippines, subject to the
working out of mutually satisfactory arrangements among the
participating countries. It is planned to have a working group
meet in July 1957 to examine the Brookhaven report and to dee
velop recommendations to the respective governments for estab-
lishing and operating such a center. When it materializes, this
project will represent both an achievement in terms of preparing
for the practical use of nuclear energy in Asia and a significant
demonstration of Asian cooperation in a common project. Although
the project is being developed within the membership of the
Colombo Plan, which includes most of the countries of Free Asia,
it is expected that the facilities of the center will also be
available for use by nationals of Free Asian countries who are
not members.,

2. Telecommunications Survey - $2,500,000: The Fund is financ-
ing a contract with Hycon-Fage to provide sngineering services
for the development of a modern telscommunications system in

and between Thailand, Vietnam, and Laos, The absence of effec-
tive communications tends to handfcap trade and economic develop-
ment within the area of Southeast Asia. In addition to the
economic benefits resulting from improved communications, de-
fense and internal security arrangements would be facilitated.

As indicated below, the Fund may also be drawn on to assist in
finanecing actual construction costs of the system. Both Cambodia
and Burma have indicated an interest in participating in at
least the current engineering survey phass,

h.
$5,000,000 would help finance the cost of construction of roads
in Nepal which would link up with roads and railheads at the

Nepal-India Roads - $5,000,000: Assistance in the amount of

Indian border. The project also covers the cost of a survey of
the possibility of widening the railway in Nepal to conform
with the gauge of the connecting Indian railway. The Government
of India is prepared to contribute the equivalent of $2,500,000
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to the roads project and has indicated a willingness to contri-
bute to the railroad project after surveys have been completed.
Trilateral negotiations on an agreement covering the roads
project are now in process in Katmandu.

5. Afghanistan-Pakistan Transportation Survey - $250,000: A
contract is being prepared to provide for a survey ol road, rail-
road, and port improvements necessary to develop transportation
comections between Pakistan and Afghanistan. Such a program

of improvement would not only tend to increase the trade and
other interchange between the two countries but would widen
landlocked Afghanistan's commercial and other contacts with the
rest of the Free World. The Fund may later be used to assist in

financing actual construction.
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would provide training in and testing of techniques involving
the most efficient use of river craft for transportation. A
small industry training center located in Japan is now urder
. gtudy as a device to assist small marmfacturers from other
Asian countries to learn production and other techniques in a
- context which more closely resembles conditions in their re- .
. spective countries. A considerable amount of technical training.
_.is now being provided in certain Asian countries to nationals
,;of_other Asian countries and the U. 8, already finances a signi-
ficent amount of such third country iraining, particularly in
~ Japan and the Philippines. The possgibilities of regional train-
_ ing arrangements have attracted a significant amount of attention

10, India—J apan Iron Ore - $20,000,000: This project involves

- ponstruction of rail lines frow‘fﬁe iron ore mines in Orissa

. province and improvement of loading and berthing facilities at

_the Port of Vigzagapatam, The Japanese Government is prepared

f' ,to make available the equivalent of at least §8,000,000 for the

“ U, 3, assistance would be on a loan ba51s. Indian 1ronm
11d . by Jspan 10 be of vital importsnce to Japanesse

1ans,,ar,axpansion of steel produciion. & suarvey of the trane~

tion elements of the proposed project is now in process

ase apnd Indian repraesentatives are jointly developing

led propesal. Both countries are also considering a
other iron ore areas in India for expansion of ore

n and sale to Japan,

r Project Proposals - $350,000: Other propesals are
iminary stages of discussion, Additional funding
0,000 is not now available unless certain of the
»described above are nob undertaken. For example,

inds have been earmarked, the U, S. Government has
that it would be prepared within limitations of avail-
, to consider assistance in comnection with plans for

. the Mekong River which touches Thailand, laos,

and Vietnam, An sarlier rsconnaissance survey of the
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Mekong indicated a number of steps which could be undertaken

at an early date to improve the navigaebility of certain stretthes
of the river and to establish river stations for the collection
of necessary hydrological data fundamental to further planning.

A technical report prepared under the auspices of ECAFE has also

been completed and is now under discussion by the four countries
involved.

Projects Under Consideration - There are now tentatively earmarked

catxt. meetings of the Colombo Plan Consultative Gomit’oee. :

amounts Tor a number of projects in the fields of transportation
and communications and for proposals designed to facilitate the
development and use of natural and human resources in the area,





