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FOREWORD

This year, Congress has an excellent opportunity to

help bring pecace to Indochina. For the first time in a
decade, American ground and air forces are not fighting
there. For the first time in a generation, all sides in
both Laos and Vietnam have agreed on blueprints for peace,
the Paris and Vientiane Agreements of 1973.

Congress has plaved a crucial part in these developments.
Its opposition to the Christmas bombing in 1972 was a
factor in the Administration's decision to sign the Paris
Agreement a month later. In the spirit of the Agreement,
Congress halted the bombing of Cambodia in August, 1973
and passed legislation aimed at ending support of Viet-
namese police and prisons in December,1973. And in March
of this ycar, Congress rejected the Administration's re-
quest for $474 million in supplemental military aid for
the Saigon government.

These actions have saved countless lives in Indochina.
In addition, they have made available millions of dollars
for human needs at home.

Now the Nixon Administration's FY 1975 request for military
and economic ald to Indochina presents Congress with a
choice of whether or not to continue this progress. To
state the matter frankly, we believe that Congress must
choose between subsidizing narrow-based, military govern-
ments in Saigon and Phnom Penh and helping to restore

peace fn Southeast Asia. The actions of these govern-
ments during the last year have made it clear that
political settlements are unlikely as long as American

arms and resources offer them the option to fight.

The analysis and findings presented here are a joint effort
of the Indochina Resource Center and NARMIC, a project of
the American Friends Service Committee.

TABLE OF CONTENTS

U.S. EXPENDITURES FOR INDOCHINA
IN FY 1975 -- SUMMARY . . . . . . . . . . .
SOUTH VIETNAM
Program Summary . . . . . . . . . . .
Postwar Reconstruction Assistance . . ., . .
PL 480 Program (Food For Peace) . . . . .
Military Assistance Service Funded Program

CAMBODIA
Program Summary . . ¢« © v 4 ¢ ¢ o ¢ o o .
Postwar Reconstruction Assistance . . . . .
PL 480 Program (Food For Peace) . . . . . .
Military Assistance Program . . . . . . . .

LAOS
Program Summary . . . + ¢ 4 ¢ ¢ « . . .
Postwar Reconstruction Assistance . . . . .
PL 480 Program (Food For Peace) . . . . .
Military Assistance Program , . . . . . . .

Footnotes « o v 4 4 & ¢ ¢ o & « « o o o o o

Page

12
21

23

30
32
34
34

17
39
40

-+

43



U.S. EXPENDITURES FOR INDOCHINA IN FY 1975 - FY 1975 INDOCHINA AID PROPOSAL: $3.671 BILLION TOTAL
) (Programs in quotation marks below as gilven
SUMMARY by Administration; in millions of dollars)
War is still the overwhelming fact of life in Indochina I, MILITARY EXPENDITURES $2,513.0 69%
today. In Cambodia, the last year's fighting has driven A. SOUTH VIETNAM: '""MASF" 1,600,0
500,000 people from their homes.” In Vietnam, despite the B. CAMBODIA: "MAP" : 363.75
hopeful prospects of the Parls Agreement, nearly one C. LAOG: "MAP" 86.1
million people have been killed, wounded or made refugees D. "Incremental Cost of
. since the beginning of 1973. And the threat of an even U.S. Forces" for Indochina 463.0
ll1arger conflict looms in the future unless the Saigon II. WAR-RELATED .
(m\mmpnr alters its pollcy and accepts the political "ECONOMIC ASSISTANCE" 714,9 19%
[resolutlon provided by the Paris Agreement. A. SOUTH VIETNAM
1. "Food For Peace" 160.6
jAlong with the threat of renewed, all-out fighting 2. ComTodlty Support: "
goes the danger of direct U.S. military reintervention., “§°°d & §Ut;1ti°n“ 1§5‘0
Despite the consensus at home for withdrawal from South- "Tndus. ZOM?C n; 1’;'0
east Asia, resumption of American involvement is not B CAMBODIAranSP. sc. 47.3
at all inconceivable, Even now, the U.S. remains deeply * 1. "Food F p " 17.0
L» 'f’ committed to the Salgon and Phnom Penh goverpments, provid- 2 we o dgr ?ace " e
LAL a,ing over 85 percent of their operating costs, By supplying - ommodity Imports 1.0
7 these governments with all thelr armaments, with military 3. "Multilateral "
technicians and operational support, the U.S. is indirect- 4 "Teiﬁi?éiizgﬁgggrt" 13‘2
ly involved in the fighting. In addition, the U.S. main- III. "RECONSTRUCTION & DEVELOPMENT® 267.6 79
tains a subs .“ntial presence in Thailand to fly recon- - -
A. SOUTH VIETNAM 227.7
naissance missions, supply spare parts,'and remaln ready B. LAOS
) to resurme conbat operations at a moment's notice. 1. "Reconstruction & Dev't." 22.4
" "
é; \, ﬂcr ;;r in Indechina has brought the economlies of Saigon and Iv. "HUiANIiﬁ:?;;izggig;ANCE" l;;:; 5%
o nom Penh to near collapse. They are unable to meet the A. SOUTH VIETNAM 35.0
basic needs of thelr people as rampant inflation and mas- B. CAMBODIA 20'0
sive uncmployment have brought thousands of people to the C. LAOS :
briﬂx of starvetion. Prolonged fighting in these countries : 1. "Humanitarian Aid" 16.2
jwlll only cont inue the misery of Indochina's war-weary 2. "Food For Peace" 2.5
i people. SOURCES:AID Presentation Titles, pp. 5, 51, 59; AID Surmary,
pp. 7, 8, 9; FY 1975 Submission to Congress--Summary, April

The Administration's proposed $3.671 billion Indochina aid
1974,

program for FY 1975--13 percent more than the amount pro-

grarmed in FY 1974--.wi11 continue to underwrite war. ‘

This current aid request can be broken down as follows: As shown in this table, the proposed expcnditures have two
main elements: 1) Direct support for the war efforts in
Cambodia and South Vietnam and 2) Support for the stabilfi.
zation of the war economies of the two countries. These



direct and indirect war-related categories account for

88 percent of the total Administration's request Only

10 percent of the total budget s available for reconstruc-
tion and development and humanitarian aid. Even this aid
has little chance of succeeding due to the continuing war
and assoclated deterioration of economic conditions.

So long as war continues in South Vietnam, funds for recon-
struction and development will be used primarily for wartime
economic stabilization. In Laos, however, the fighting has
stopped and a ccalltion government formed, so it is assumed
that non-partisan reconstruction and development can proceed.

~“In South Vietnam and Cambodia, most "humanitarian'" aid

TN

/‘-- —

will be spent for refugee programs having strategic poli-
tical and military purposes. Only the programs for health
and child care can be considered humanitarian in South
Vietnam. Programs in Laos may be genuinely humanitarian
if approved and administered by the Provisional Govern-

ment of National Unity.
Taking these considerations into account, it appears that
only 2 percent of the Administration's proposal is for

actual humanitarian or reconstructive purposes.

SOUTH VIETNAM °

Heavy fighting continues in South Vietnam as President
Thieu refuses to order a ceasefire (Article 3 of Paris
Agreement) and to demarcate zones of control (Ceasefire
Protoccl). The military situation remains highly unstable
and may escalate to all-out war if Thieu continues to pre-
vent a political settlement.

The economic crisis stems from the continuing state of

war which has 1) dislocated rural populations, 2) taken 25
percent of the labor force ocut of gainful employment? and
3) perpetuated a costly 1.2 million-man military and police
apparatus.

Saigon's economic problems are not caused by Inadequate
levels of imports as AID claims. Even in constant dollar

values, present import levels ~-¢ al % por capita  t vy
as compared with 321 in 1964 4 Kather, the crisis s due to
the severe structural distortions in the econsmy which tis
being kept from complete collapce by .4, sid., Ihe U.3S.
taxpayer undervrites 86 percent of the costs of hceping
Thieu's administration in power.

We propose that any future appropriationrs for aid to Sal-
gon, other than humanitarian aid, be conditional on com-
pliance by the RVN with the provisions of the Parts Agrce-
ment,

CAMBODIA

President Lon Nol's government now controls little more
than Phnom Penh and a few provincial capitals and has lost
the support of even the small urban elite in Phnom Penh,
The economy in the area controlled by the Phnom Penh gov-
ernment is disintegrating and is totally dependent on the
U.S. for its everyday requirements.

A ceasefire appears unlikely because the Khmer Rouge, which
controls most of the country, considers the collapse of the
Phnon Penh government inevitable. ‘The unpopular govern-
ment survives because of massive U.S. military suppert.

As a result of the continuing war, a vast number of refu-
gees are now concentrated in urban centers. These refugees
need humanitarian aid, but the structure and corruption of
the Phnom Penh government prevents U.S. aid from reacking
those In need. The most humanitarian measure would be to
stop funding the continuing war in Cambodia.

LAOS

Recent events im Laos demonstrate that even after ycars of
bitter war, peace and reconciliation are possible if the
local parties are allowed to make their nwn settlement,

The two Laotian parties, the Vientiane government and the
Patriotic Lao Forces (Pathet Lao) have agrecd on the forma-
tion of three new governmental structures in accordance
with the February 21, 1973 Agreement on Restoring Peace and
Achieving National Concord in Laos and the Septenber 14,



1973 Protocol.

To contribute to a durable peace in Laos, Congress should
authorize and approve only that assistance which is in
strict conformity with the Laotian agreements. Thus U,S.
aid should be provided only at the request of all the par-
ties within the Provisional Government of National Untion,
the body mandated to determine the form of foreign aid
under Article 7 of thé February Agreement.
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SOUTH VIETNAM

PROCRAM SLUMMARY
(in millions of dollars)

FY 1973| FY 1974 FY 1975
o Actual |Estlimated | Proposed
.S. Military Assistance 2168.0[ 1121 1600, 0
ochina Postwar Reconstruction 312.3 350% 750.0
Feod for Peace 179.0 309%%* 183, 1¥%%
ET;:‘mL AID 2559.3] 1780 2533.1

*fxcludes &

proposed $54 million supplemental appropriation &

zn additional %0 million [kvelopment Ioan under consideration.
%*GAQ report, Congressional Record, 3/28/74, p. E-1917,

QBJECTIVES OF U.S, ASSISTANCE

In light of the Paris Agreement on Ending the War and Re-
storing Peace i{n Vietnam and the deep desire of the Vietnam-
ese and American people to end the fighting and American
involvement in the Vietnamese conflict, the immediate ob-
jective of future American-aid to South Vietnam should be:

-- to contribute to an immediate end to the fighting
and the beginning of a process of reconciliation
leading to a political settlement.

to help South Vietnam move in the immediate future

from a wartime economy to a peacetime economy, and
from economic dependence to economic independence;

to continue to provide genuinely humanitarian

assistance to alleviate the suffering caused by

the war.

INTRODUCTION

~
~

.

In its FY 1975 Congressional Presentation for Victnam,

the A.I.D. does not once mentjon.
had been so widely hailed at its

the Paris Zzrecment which
stgning in 1973, 7The Paris

\
/

Agreement is a legal document whose dctailed provisicns offer |

the only possible way of moving t
battlefield fo the ballot box.

To ignore the vital

he conflict from tlw

siuni -

ficance of the Agreement in laying the foundation for a
stable solution is to seriously distort the prespscis for

peace in Vietnam today.

—

P

The A.1.D. request takes little note of the military and
political situation in South Vietnam; its foucus is

on remedying the continuing ills
the economy itself is built upon

of Saigea's ecunomy, But

war, and its problens

stem from an almost total dependence upon Anmerican
dollars as a result of Thieu's failure to win the lcyalty

of his own people.

And perhaps most important, the Administration's proposal
offers no hint of the key role that U.,S. aid programs play |

in enabling the Thjeu goVvermnment -

Agreement. The following analysi

"the Administration's FY 1975 aid

of the Paris Agreement and the mi

to subvert ifhe Puaris
s attempts to cxoming
requests in the context

iitary, political and

economic situation in Vietnam today.

SITUATION IN CY 1973

1. The Paris Agreement

The signing of the Paris Agréement‘on Ending the War
and Restoring Peace in Vietnam on January 27, 1973 was
the most important development affecting the Vietnam con-

flict and American involvement

in it in many years.

It

was a compromise between the North Vielnamese negotiators
and the U.S. which was designed to end U.S. military in-

volvement
military to a political level.

in Vietnam and to shift the conflict from a

The main provisions of the Agreement relating to South
Vietnam's internal problems were:; first,a standstill

/
/

/

\
3
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ceasefire and the demarcation of zones of control by the
two sides; second, the restoration of democratic freedoms
in each zone of control,in order that all political forces
could have an equal chance of competing in future elec-
tions; third, freedom of movement and commerce between

the two :ones; fourth, the release of all civilian polit-
ical detainees; fifth, the formation of a National Council
of National Reconciliation and Concord, to include repre-
sentatives of the Republic of Vietnam (RVN), the Provi-
sional Revolutionary Government (PRG), and also the neutral
"Third Segment"™; and sixth, negotiations between the South
Vietnamese parties for the settlement of all internal
matters, including an agreement on national elections,

Although the terms of the Agreement were a compromise,

they were nevertheless regarded by all Vietnamese parties

as being generally favorable to the PRG*s interests and
unfavorable to Thieu's. Full implementation of the Agree-
ment was cxpected by most observers to result in the

erosion of Thieu's political monopoly in the RVN zone of
cancrol, For example, the provision calling for meetings

in the field between officers of opposing sides was

expected to accelerate local accomodations and weaken

ARVN's control over its own soldiers. Free movement would
allow the huge refugee population to return to their homes
in PRG and contested areas. And the Agreement's implicit
recognition of three political tendencies, two administra-
tions and two zones of control, each having equal legitimacy
in the resolution of South Vietnam's internal political
prchlers, challenged Thieu's claim to be the sole legitimate
authority over all of South Vietnam. Most observers felt
that Thieu, who was much stronger militarily than he was
politically, would have preferred to avoid a political
contest with the PRG.

2. Saigon's Policy Toward the Agreement.

President Thieu's attitude toward the Paris égreement
has been unreservedly hostile from the beginning. The
RVN not only failed to broadcast the full text, but cir-
culated instead a highly distorted version of the Agreement
to middle angd lower-ranking cadres of the government
bureasucracy;” it also denied permisaion for publication
of the text by private individuals,

Militarily, Thieu went on the offensive from the moment

the ceasefire was to go into effect. lis aim was not only
to recapture villages and strategic peints lost in the
fighting of the previous two or threce davs, but also to

recapture areds lost during the 1973 oiicnsive and even
those long controlled by the PRG. According to one Arerican
official interviewed by the Washin ton Post, AV vican-
tured some 350 hamlets that hag been cuenpied by PR forees
before the ceasefire deadline.” In viclation of Avicle 2
of the protocol on the ceasefire, ALVN t:uens roved into
areas which were either contested or elrcady under PRG
control at the time of the ceaseflire and built new perma-
nent military outposts, particularly in areas they had
abandoned during 1972. For example, in the months o!ter
the Agreement was signed, newly built ARVN hasecs dotted

the area all along Route 4 betwesn My Tho avd Vinh Longe
The U,S. Defense Attach€ Office almitted to sturif in-
vestigators for the Senate Foreign Xel tions Cormittee in
April 1973 that after the first wccks of pout-ccawcfire
fighting, the Saigon army had "initiated several! copera-
tions to expand argas of control, to which the coomy
reacted strongly."” Some of the arcas wherce thite cpera=-
tions took place have seen continuous fi;htine daring 1973

and 1974,

Significantly, RVN negotiators in the Joint iilitary
Commission, which took responsibility for tle demarcation
of zones of control, declared that they would reccinize
only a given perimeter around a fixed military post as

an area of PRG control., Since PRG forces had never huilt
fixed military posts (which would have been bemled Ly
Thieu's air force 'in any case), this mcant that the VN
was refusing to recognize that the PRG controlled any
territory.

In keeping with its refusal to recoznize PRG zones of
control, ARVN forces have tried systematically to prevent
the building of new roads and to bar traffic frum existing
communjcations routes in areas generally agrced by outside
observers (including U.S. officials) to be de facto PRG
zones. A number of isolated ARVN bLases within PRG zones
have continued to carry out harrassuvnt and interdiction
missions against PRG communications lines, For example,



several ARVN bases north of Kontum have for months been
calling in air strikes and firing artillery barrages
against a road Communist forces were in the process of
building Finally, in early April, these bases were
overrun.

By late 1973, Thieu's efforts appeared to be directed
toward provoking Communistmjlitary moves which could be
used to convince Congress that his regime was under
attack., At the beginning of October 1973, Thieu launched
a campaign to focus media attention on an alleged plan
for a general offensive in carly 15974, At the same
time, he called for "preemptive attacks" by ARVN units
against PRG forces wherever they could be found, During
that month Saigon's air force quietly began stepBing up
its bombardments of populated areas in PRG zone.” On
January 4, Thieu announced that the war had restarted
and vowed to strike at lommunist base areas, Shortly
thereafter, the Saigon command announced that it was
systematically bombing PRG territory.

While intensifying the conflict militarily, Thieu has
made every effort to time his charges of major Communist
violations to coincide with Congressional hearings on

military and ~conomic aid with hopes of getting more
money. in an atmosphere of anxiety about a Communist
offensjve . In late April a New York Times correspond-
ent reported that it was "widely bellieved the (Saigon)
government orchestrated the news about the fall of a
ranger base called Tong Le Chan--which is reliably re-
pocrted to have been evacuated in the dead of nlght--11
in order to dramatize the North Vietnamese threat."
Saigon also chose this occasion to break off political
talks with the PRG in Paris and to place severe re-
strictions on the PRG delegation to the Joint Military
Cormission, dgspite the unanimous protests of members
of the IccS,!

Trieu's attitude toward the political provisions of the
Paris Apreement has also been consistently negative. He
relused to restore democratic liberties called for by
Arvicle 11, arcuing thatlso do so would allow the PRG

to '"'subvert'" hig regime. Nor will Thieu admit to

the existence of a neutral Third Component which would

participate in the tripartite National Council of National

Reconciliation.la Moreover, Thieu's own edicts call on
police and military forces to prevent pcople from re-
turning to homes outside the RVN zone of control, and
Vietnamese continue to be arrested on charges of trading
with the PRG -- all in violation og Article 11 ypuaranteeing
freedom of mevement and commerce. !

3. The PRG's Policy toward the Agreement.

Since the PRG and their North Vietnamese allies have
regarded the provisions of the Agreement as being in
their interest, it is not surprising that Western cor-
respondents who visited PRG areas have noted that the
full text of the Agreement is widely disseminated and
discussed. Considerable evidence, including captured
internal Comwnist ovders, indicates that the PRG
and its allies were willing to abide by the standstill
ceasefire and demarcation of zones when the Agrecment
was signed aad are still interested in having such a
ceasefire work, One directive,in effect at the time
of the Agreement signing in January 1973, unconditionally
ruled out any offensive operations during the first €0
days of the ceasefire and forbade all reprisals against
Saigon government officials, Another secret directive
from the top Communist organization in South Vietnam called
on cadres to mobilize a political struggle to "create
basic conditions to guarantee the implementation of the
lgreement, maintain peace, and enable the revolution to
continue its march forward,"19

The PRG has responded to Thieu's attempts to expand his
areas of control by counterattacking ARVN units and their
hases, In October 1973, the military command of the PRG
ordered its f058es to respond more vigorously to viela-
tions by ARVN, But both public orders and internal
documents captured by Saigon indicated that Communist
units were told not to attack without provocation ang to
continue to maintain the structure of the Agruumcnt.‘l

Saigon's charges of unprovoked Communist ettackg hove
proven false when non-partisan ob:zcrvers have been on the



scene to-report the facts. Two cases In point occurred in
October 1973, when President Thieu was claiming major viola-
tions by the PRG. First, on October 2 Saigon spokesmen
apnounced that a regiment of Communist troops had assaulted
two ARVN battalions northeast of Thanh Duc. But a New York
Times correspondent spoke to ARVN soldiers invelved in the
action who admitted that their side had started the
fighting.z A similar case took place ten days later. On
October 12, Saigon charged a major ceasefire violation when
Communist troops forced the ARVN to withdraw from Bach Ma
cutpsst in Thua Thien province. However, a check with
official U.S. sources revealed that the ARVN had established
the outpost after the ceasefire in order to expand Saigon's
territory. Thus, the other side's "unprovoked attack"

was actually a resporse to an earlier violation by the ARVN.

4, Negotiating Positieon of the Two Sides,

The negotiating positions taken by the two sides,
both in the Joint Military Commission as well as the
political taiks in Paris, are a good indication of their
willingness to carry out the terms of the Paris Agree-
ment, The PRG has made a complete standstill ceasefire
the first condition for any substantive progress in
reaching a political solution. Saigon's latest proposal
is to prohibit the use of mortars, rockets, mines and
individual acts of terrorism. The proposal says nothing,
however, about dbntinuing air and ground attacks.

In March 1974, the PRG submitted a six-point plan which
reiterated the key provisions of the Paris Agreement.

It called for: (1)both South Vietnamese parties to pub-
licly issue identically-worded ceasefire orders (Article
2); (2) return of all political prisoners and captured
personnel within three months or by June 30, 1974 (Article
8¢); (3) immediate establishment of democratic liberties
(Article 11); (4) immediate formation of the National
Council of Natjonal Reconciljation and Cloncord, with each
of the three segments choosing its own representatives
(Article 12); (5) free and democratic elections no later
than a year after the formation of the National Council
of National Reconciliation and Concord (Articles 9 and

Y

~
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12); and (6) negotiated mutual reduction of armed forces
(Article 13),24

Although American officials called the proposal substan-
tive, the Saigon government rejected it immodintely, say
ing that the EgG had no intention of livin: up to its
declarations. If that were the case, President Thieu
ought to have called the PRG's bluff by accepting its
plan. Instead, he offered a counter-proposal in which
the two sides would set up working uroups for detailed
negotiations on four main areas: restoration of demo-
cratic liberties, establishment of the Naticnal Council,
national elections and the future of the armed forces on
both sides.

The basic difference between the two positions is that

the PRG is proposing the immediate implemcntation of the
Paris Agreement, while Saigon is calling for re-negotiation
of basic points. For example, the Saigon administration
proposed a working group to discuss the restoration of
democratic liberties. Article 11 of the Paris Agrcement
stipulates the immediate and unconditienal puarantoe of
such liberties, yet Saigon wants to place new conditions
upon its implementation. .

.

5. Nixon Administration policy toward the Agrcement.

The Nixon Administration, while officially declaring
jts support for the Paris Agreement and its willinuness
to abide by it, has shown little interest in obtaining
Thieu's compliance with its provisions, including the
ceasefire., Dr, Kissinger, on a television interview a
few weeks after the Agreement was signed, indicated he
was not worried about reported ceasefire violations, be-
cause, "“After all, how are the two sides going to estab- 26
lish their areas of control except by testing each other?"
This official attitude undercut the Joint Militarv Com-
mission's appeal to both sides to observe the ceasefire

scrupulously.

The Administration is well aware that its military and
economic aid plays a key role in determining Thieu's



policies. The Pentagon continues to finance all of
Saigon's military fuel consumption, supplies all of
Saigon's anmmunition requirements, and hires U.S, cor-
porations to provide logistic support, run military
tases and keep Saigon's planes tuned for battle.2’
Without this backbone of American aid, Thieu could
reither continue fighting nor resist pressure to abide
by the Agreement,

So far, the Adminlstration has been unwilling to use its
leverage over Sqigon to insure compliance with the Agree-
rment.  Dr. Kissinger appears to assume that his policy

cf detente with the Soviet Union and China is sufficiegt
insurance against any North Vietnamese/PRG offensive.

But the assumption that the socialist powers would or
could restrain their Vietnamese friends indefinitely
while the U S. does nothing to bring about a ceasefire
and political settlement by its own ally seems imprudent,
at best. In 1972, the North Vietnamese and the PRG
launched a massive offensive in spite of strenuous ef-
forts on the part of the Nixon Administration to persuade
the Russians and the Chinese against supporting such an
offensive. And today, there is no assurance that the
North Vietnamese and the PRG will not return to that

cption if Thieu persists in ruling out a political settle-

ment as outlined in the Paris Agreement. According to
U.S. intelligence sources, Thieu's opponents already
constitute a formidable military force in the South.

The Paris Agreement provides a formula for ending the
Vietnam war without a final military confrontation
end without betraying American commitments or honor, .
It is clearly in the American interest to see such a
peaceful political settlement carried out. Thieu's
interest in perpetuating war and blocking a peaceful
settlement should not be allowed to stand in the way.

CURRENT ECONOMIC SITUATION

Saigon is in the midst of its most severe economic crisis.
Inflation continues to mount in a staznating economy,
A.I.D.'s own statistics show that retail prices rosc

65 percent in 1973, as compared with 26 percent in 1972,
At the same time, World Bank economists have noted that
Gross Domestic Production (GDP) has renrained practically
unchanged since 1960 and industry has “continucd to do

29

rather poorly."30 And in the past two ycars tlhie pilaster

has been devalued no less than twenty-five times.-! \\\
. : A

A.1.D. blames Saigon's economic troubles on "circumnstances |

over which it has no control,"32 such as the increese in
commodity prices on the world market. But a closer lock
at the structure of Saigon's economy reveals the super-
ficiality of A.,I.D.'s analysis. Eccnoumic experts at the
World Bank, for example, stress the sc¢ :
dlstortlons of the RVN economy which mast ‘
before reconstruction and development can tale pld(c. The

continuing war has crippled real domestic productica and
eliminated a large part of the labor force, Millions of
farmers have been driven from their homes by the [i.hling

and arg now refugees without adequate means ol sulsisg-
tence. Not enough jobs are available for & sweiling

population, andthe number of unemployed is estinated at

urban

47”;373 .5 million,34 Another 1.2 million people have effcctively

been withdrawn from productive employment becauce they are

now serving in the army and national police, making Scuth
Vietnam?s armed forces the fourth larcast in the wurid,35
Thus, World Bank experts conclude that '"the major prohlem
lies in the structure of Government expenditures. Today,

about two-thirds of total Government outlays and roughly
25 percent of GDP are spent for security (i.e. police and
military) purposes."36

The burden of financing Thieu's security apparatus is borne
by American taxpayers, who currently provide over 6 percent
of RVN's total operating costs, 37 A study for the Vorld
Bank notes that the objective of foroi;n aid has been to
enahle Seigen to continue waging war "in the fzie of

grossly inadequate cdomestic resource: IRE

9



——

|

(
\
{
e

7

» [}

To offset a decline in domestic production, commodities
financed with U.S. aid have been imported into South Viet.
nam on a massive scale, These imports generate counter-
part funds for the Salgon government budget and have helped
to maintain a high standard of living for a small sector
of the Saigon population, U.S, and Saigon officlals fear
that a reduction in aid would create widespread disaf-
fection among the Vietnamese and thus endanger the war
effort. "I don't think the government feels it is strong
enouzh to ask the people to pull in their belts, It's
just not popular enough," noted Willard Sharpe, the head
of 'A.I.D.'s economic analysis branch in Saigon iIn 1971.39

Today cuncern for America's own economic troubles threatens

to prevent A.I.D. from continuing the strategy of using
U.S. taxes to purchase Vietnamese loyalty. Forced to set
more mclest goals for its econoumic aid program, A.I.D. now
begs for funds "just to keep Vietnam's economy going" and
to supply "Vietnam's minimum needs for essential imports."
Nonetheless, to carry out these modest goals, A.I.D. is
asking for more money for FY 1975 -- $750 million -- than
it received during any of the years of intensified war.

Massive doses of economic aid have thus far failed to
check rampant inflation in South Vietnam, and for good
reason, Until Saigon can overcome the severe structural
distortions in its economy, the most that U.S. aid can
accomplish is femporary postponement of Saigon's total
economic collapse.,

Economic conditions in South Vietnam each day become more
desperate. Hunger and famine is widespread, especially
in the northern provinces of Thua Thien, Quang Nam, Quang
Negai, and Quang Tin, where deaths from starvation have
been reported.®l According to Caritas, the Catholic re-
lief agency, over 233,000 people in Thua Thien province
are surviving on one daily meal of rice gruel mixed with
roots and greens, Deputies from Central Vietnam report
that many people are now forced to eat wild greens, banana
roots and cacti because they cannot afford rice. There
is grave danger that epidemics in May and June may take

a heavy toll on thousands of Vietnamese who are already
weakened from malnutrition.

0
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The Director of the National Foodstuffs Office in Saigon
has denied reports that there is a rice shortage in the
northern provinces, Statistics provided by Saigon's
Agriculture Department show that total doncstic rice pro-
duction is more than adcquate tu {wed South Vicioam's
population,* In fact, RVN's Minister of Apriculture has
annouzged plans to export 50,000 metric tons of rice in
1974,

Saigon officials say that people are hungry hecause thoy
do not have enough money to buy rice.4’ lne officials do
not add that local merchants, in collusion with governnent
offictals, have been hoarding rice and jacking np prices
to increase their profit margin. 1In 1973 the price of
rice doubled and continues to rise.,”? In short, upruonted
peasants in Central Vietnam are being forced to Lear the

consequences of Saigon's misplaced priorities and
ruption.

TOr -

One solution to this problem would be for President
to allow freedom of movement, guarantced

Thieu
in Article 11

of the Paris Agreement, so that pecple why are now Lungery
could return to their homes and bogin to {arm their lend.
Within a few months, they would ke 2Lle to harvest a crop

and have enough to eat.
let this happen because it would require him to shanden
his control over millions of refugees whiose hcmes way be
in PRG zones.

But Thieu bhas bLaecn unwilling to

In spite of massive inflation, Stagnation and corruption,
A.1.D. continues to act on the assumption that there is
nothing fundamentally wrong with the structure of RVi's
economy. To coax Congress into appropriating 3750 million.
in economic aid for FY 1975, A.1.D. offers assurances that
despite its economic difficulties, RVN can now make rapid
progress towards economic development and self-sufficiency:
"A relatively high aid level will permit investments large
enough to generate a chain reaction of self-sustaining
growth."

A.I.D.'s promise that U.S, assistance could be phased out
in five years time is contradicted by the findings of the
January World Bank report. Using Saigon's most optimistic



projections of a fantastically high growth rate of exports
(25 to 30 percent annually) -- while the economy is simul-
taneously beset by stagnation and inflation -- World Bank
experts calculate that total economic aid needed in 1980
would be on the order of $770 million a year, and that by
1990 Saigon would still require between $300 to $450 mil-
lion a year. Looking beyond 1990, they find that

Saigon will continue to remain highly dependent on foreign
aid.

It should be noted that both A.I.D.'s and the World Bank's
cstimetes of future aid levels are based on the question-
able assumption that the fighting will not‘escalate beyond
‘ts present level, No serious analyst of Vietnamese af-
fairs would offer an assurance that the fighting will not
intensify in the next five years, especially given the
RVWN's unwillingness to implement the Paris Agreement.

In short, A.l.D.'s own projections imply that there is

rno realistic end in sight for U.S. economic aid to South
Vietnam. This is not surprising, considering that Saigon's
cconomy depends entirely on foreign aid just to remain
afloat. Economic production is negligible because most of
the labor force is either unemployed or in jail, refugee
camps, the army, or the bloated government bureaucracy.
Human misery is increasing while Saigon spends most of its
funds for "security"™ purposes. So long as Saigon's economy
is based upon war, no seriocus effort toward reconstruction
and development can be undertaken and U,S. aid, no matter
how lavish the supply, can only serve to perpetuate depend-
ency and stagnation,

PROPOSED 'Y 19/5 PRUGRAM

Because the Saigon government has refused to implement the
ceasefire, South Vietnam has seen little progress toward
peace. American aid, insofar as it provides weapons, am-
munition, and the means by which Thieu maintaine his war
eccnomy, directly perpetuates the conflict and subverts
the only hopeful vehicle for peace, the Paris Agreement.
The main goals of American aid should be to promote the
prespects for reconciliation and reconstruction in South
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Vietnam. Until the fighting stops, however, these goals
will be difficult if not impossible to achicve,

In order to provide the minimum conditions necossary to
achieve peaceful reconciliation, Thicu must abide by the
Paris Agreement. e has little incentive to do =0 as long
as American aid continues to undervrite his war policies.

We recommend that Congress delay the commitient of any fur-
the: economic or milltary funds to South Viotnom, cxoert for
basic humanitarian assistance, until Thicu Hicsipe to olorve
the accords, At the very least, the Saigon golciticnt sust
take the following actions:

1) end the offensive operations of its ground troons,
artillery, and air force;

2) agree to demarcate firm zonaz of contrel and atardon
the position that the RPG dues not contrel Yol ex-
cept within the perimeter of fixed millitary pusts;

3) agree to broadcast full ceasefire erders and te
allow officers to negotiate to prevent [urther
military clashes;

4) end restrictions on democratic freedous so !hnt'peo-

ple of all political persuasions can move freely and

compete on equal terwms in future elections,

These steps could be quickly carried out once Thiru declded
to do so. A Congressional delegation could then be invited
to determine whether these fundamental provisions of the
Agreement are being respected. If the Congzrassional firdlings
indicate rapid progress toward a political szttlurent, then
both economic and milltary ald programs can be reconsldered
in the new setting,

Thls proposal would provide Thieu with anple incentive
comply with the Peace Agreement. Since his chances of poli-
tical survival 'would be quite limited without Armcrican aid,
it is far more likely that he would agree to peolitical com-
petition or at least initiate moves in thot dirvction, There
is good reason to believe that the FRG would resuced with
equivalent good faith, and that the conflict could L ir

to
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ferred to the political arena. The PRG has repeatedly ex-
pressed 1ts desire to strictly implement both the military
anc political provisions of the accords; until now their in-
terntions have not been tested. If the test succeeds, the
South Vietnanese could for the first time have a stable
cezsefire and the prospect of a return to a normal peace-
time eccnomy.

It should be clear that this proposal does not mean that the
U.S 1s reneging on commitments made to an ally, The Paris
Agreerent put an end to unconditional U.S. support for the
Thicu regime, since it requires the U.S. not to intervene

in “ehalf of one side agalnst ancther. Our obligation, as

the Washlngton Post expressed it in an editorial on May 6,
1874, "is net to Saigon but to the process of reconciliation.”

PCST-WAR RECONSTRUCTION ASSISTAMNCE

last year, A.I.D. changed the name of its Indochina aid
program from Security Supporting Assistance to Indochina
Poccwar Reconstruction Assistance. The Administration -
prrsented its request for economic assistance to South
Vit tnam as "essentlal both to help in the transition from
war to peace and to meet the human needs of the people."
Ore A.l1.D. spokesman even went so far as to say that the
Cci ~ercial Import Program, which made up over half of the
tota! request ard had always been "needed during the war
to sustain the war effort," was now "needed to support
development.”

This year, the charade of shifting to "Postwar Recon-
struction”™ from a wartime economic stabilization program
has been caerried a step further. A,I.D. declares that

it has abandoned its old objective of "stabilization™ and
ncw supperts only "relief and reconstruction®” and "humani-
tarian assistance.”

In keeping with its claimed shift in priorities, A.I.D. has

asked for a substantial increase in funds for refugee relief
. and developrent. But because Thleu refuses to allow freedom
-of movement as called for in the Paris Agreement, the refugee
programs serve primarily a strategic political purpose. The
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reconstruction and development program ls merelv short-term
economic ald to try to relieve South Vietnam's grave economlc
crisis resulting from the continuing war. Until the fighting
stops, no real development can take place.

What used to be called the Commercial Iiport Prorram has

now been divided up Into three separatc catepories of
commodity support, Although the names have been changed,
the purpose of the program remains primarily the same.
Commodity support performs an economic stabilization func-
tion in a war economy extraordinarily dependent on external
resources for I&s very survival., Morcover, the sale of

these commodities in South Vietnam gunecrotes a larce amount
of plasters which can then be channeiled into Salgun's r.iti-
tary budget.

Except for the child care and health care programs, we
recommend that the entire "Postwar Recoensituction" propram
be deferred until the Thieu regime is on the way tcuward
permitting a political solution to the conflict. 1his 1s
the only way to guarantee that the U.S. will act bLe
"stabilizing" the Vietnamese economy indefinitely.

HUMANI TARIAN ASSISTANCE
(in millions of dollars)

FY 74 Request FY 75 Request

Refugee Relief 77 86,5
(Return to Village) (30) (15)
(Resettlement) (20) (56)
(In-Camp Relief &

War Victims Compensation) (25) (3.4)
City to Farm Program -0- 30
Child Care 2.5 8.2
Health Care 5.5 10,3

TOTAL 85.0 135.0

In its FY 1974 Foreign Assistance authorization legislation,
Congress stipulated that aid to Indochina must be "especlially
humanitarian assistance to refugees, civilian war casualties,



and other persons disadvantaged by hostilities or conditions
related to those hostilities."™ Thus, the clear intent of
Congress was to place priority upon meeting the humanitar-
ian needs of refugees and war victims. If this mandate is
to be fulfilled, Congress must determine whether these pro-
gramg as they are now implemented in South Vietnam are
actually used for humanitarian relief or for political and
wilitary objectives. In particular, the Administration's

FY 1975 requests for humanitarian ald must be examined in
light of the Paris Agreement.

REFUGEE RELIEF

Bccause the Paris Agreement has not brought a ceasefire,
rillions of refugees are still crowded into cities or in
stanties alorg the highways and in refugee camps. An estim-
ared £18,000 additional refugees fled the continued flghting
in 1973 &ccording to the Senate Subcommittee on Refugees.1
Each year, funds for refugees have been the largest single

item of 'what A.1.D, calls its "humanitarian" aid projects.

In a South Vietnam at peace, most refugees would unquestion-
atly choose to return to the homes of their ancestors. Most
refugees are poor and hungry, and conditions of severe food

shortages are widespread. Returning to farm their own land

i the only way many refugees can provide for themselves and
their own families. '

_The Paris Peace Agreement contains repeated assurances that
refugees will be ab’e to return to their homes. Article 11

states unequivocally that immediately after the ceasefire,

the two South Vietnamese parties will ensure the democratic
liberties of the people, including freedom of movement and

freedom of residence. Article 3 of the Protocol concerning
the ceasefire reaffirms these same freedoms.

Nonetheless, the Saigon government has systematically denied
freedom of movement and freedom of residence to hundreds of
tkousands of refugees under its control, Shortly before the
“ceasefire, President Thieu issued a series of edicts enum-
erating offenses punishable by immediate arrest, including
"™irging others to leave /Saigon/Government controlled

arcas."

13

1. Return to Village

A report on Plei Towanly village, submitted by a U.% ad-
viser in Pleiku in 1973, shows how strongly the Saio n
government discourages movement into PRG zoncs., vil-
lagers of Plei Towanly returned on their own to their former
homes in PRG territory immediately after the ceatelite.

Me

There, with the help of the PRG, they plantcd a {irst croep
of rice. In August 1573, Saigon furces lawnched an upera-
tion called '"Hoa Binh" or“Peace;" they "lilLorated” the
villagers from their newly-reclaimed howes, confiscatzd

the rice for themselves, and moved the villagers to a
nearby Return to Village site.3

On-the -scene observers have reported that Return to Village
camps have a strategic rather than humanitarian function.
Diane Jones of the American Friends Service Committac
visited a number of Return to Villagé sites in carly 1974
and reported to the Senate Appropriatiouns Subcommittee on
Foreign Operations:

The conditions I found in the Return to Village camps
1 visited were appalling. In the first place, despite

. the name, these camps looked nothing like villapes,
but like concentration camps, some of them totally
surrounded by barbed wire or bamboo stake fences, with
tall military watchtowers on the perimcters. We inter-
viewed the village chief of that camp and he acknow-
ledged that the camp residents all wished to g2 back to
their original farm land, but "They cannot,'" he told
us, "because the communists are out there." asked
him why the villagers were brought to such a miserable
camp in the first place. His strainhtforward answer
surprised me: "The reasons for setting up this camp
were more strategic than humanitarian,' he said.%

or
we

Thus, Return to Village program does not grant refugees

the privilege of returning to their villages. In splte
of the Paris Agreement's guarantees of frecdom of movenent
and residence, participants in the pregram are not ro-
turned to their ancestral homes if those howes are in PRG

or contested territory. Instead, they are noved into RVN-
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controlled camps in the general v!c!nltg of their former
villages, or resettled many miles away.

2. Resettlement

According to AID estimates, over 650,000 refugees "un-
willing or unable to return to village” are expected to be
resettled on new lands in fiscal years 1974 and 1975.

This 1s considerably more than the number of refugees who
will take part in the Return to Village program during the
same period.

Senator Kenriedy's Study Mission on Refugees concluded in
January 1974 that "the refugee resettlement program - the
moving cf refugees into "marginal' or ‘contested' areas -
has become a vehicle for Salgon to expand its territory.
Despite frequent denials, therz is evidence that this is
the dual cbjective of the refugee resettlement program, as
it 1s often administered. People are still pawns of
battle."?

Whiie AID officials deny to Congress that strategic con-

siderations play a part in the refugee resettlement program,

Consul-General Robert L. Walkinshaw, the top U.S. official
in Reglon III where most resettlement is occurring, has
suggested to the South Vietnamese Commander for the region
that the pecple moving into-Region III would "move into
areas that were previously considered marginal, thus
secure the areayes."

Although AID denies that coercion is being used in the re-
settlement program, numerous reports indicate that refugees
are sometimes moved against their will. The New York
Times reported in August 1973 that around 16,000 people in
the Mekong Delta area had been forcibly moved out of their
homes to carps where they could be controlled by Saigon,8
More recently, hundreds of thousands of refugees from Quang
Tri province have been moved ogt of government camps to re-
settlement areas in the South. Given the choice between
remaining in government camps without food allotments and
moving to ressttlement sites where land and other benefits
are promised, many refugees move “willingly."
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Once refugees arrive in the resettlement areas, they often
find the land promised by the Saigon government 15 not
available. The World Bank economic report of January 1974
admits that Thieu "is finding it difficult to lacate
secure areas."!0 For example, as of October 17, 1973,
adequate farmland was available in only ovne of tle provinces
in Region 1] where refugees had becn reccttled. In anclher
province, there was no land at all for most of the 24,500
refugees. Even in the one province in the Region whoere
land was reported1¥ adequate, 1t had not been cleared to
make it tillable.! As a result, "rescttlcd" refu s
often have little prospect of becoming sclf-sufficicnt.
Instead, they face the prospect of starv.ti-n when bl
Government's six-month allotment of rice runs out.

3. In-Camp Refugees

According to officlal figures, some
mained in Salgon government refugce
1974. A Senate study in 1973 found most ca=ps in slser-
able condition. Since all of these camps are schoduled
to be emptied into "resettlement" and "rcturn to village"
sites by June 1974, there is little incentlive to improve
them. :

232,600 refugces re-

1

camps as of January 4,

Refugees are crowded into abandoned U.S. military instal-
lations, or housed in tiny tin-roofed shacks bullt of dis-
carded ammunition cases, or In torn and rotting tents.

A camp containing one water tap for every 5C00Q reslidents
and one light bulb for every 150 1is considercd well-
equipped.12

Pending relocation, refugees are not allowcd to lesve the
camps without special permission. The chief of Dien Ban

district explained the reasons for tight contrels: “These
people all have relatives in the Vietceny, so the govern-
ment can have no confidence in them....We lLive to arrest

people from time to time because we suspect they are pro-
viding food to the enemy."13

4, In-Place War Victims

This program provides monetary compensat!cn_to people who



are injured, whose houses are damaged, or whose relatives
have been killed by military action,

In the push to empty refugee camps into "return to village"
and "resettlement" sites, the RVN is apparently classifying
homeless or injured clvilians as "in-place victims" rather
than as refugees. For example, the government registered
only 4000 refugees in Region I since the ceazefire, de-
spite reports of persistent fighting there.! Since they
are no longer considered refugees, war victims recelive
fever benefits from the government.

In any case, many of the refugees and war victims will
never recelve thelr full allotments. Refugee assistance
is well-known as the U.S. aid program most hard hit by
corruption. It is taken for granted that officials at

all levels will augment their salaries by taking cuts of
the money and materlals intended for the refugees. The
New York Times reports that one province social welfare
chief was relieved of his post after he pressed too vigor-
ously fer reforms. His goal was reportedly to reduce
corruption to the "normal" level of l10percent. Refugees in
Quang Tri found their allotments so severely reduced by
upper-level corruption that they attempted to compensate
by claiming extra family members. Officlals agreed to
close an eye to this low-level cheating, provided they re-
ceived a share of the extra benefits.!

Thus, upon closer examination, the U.S. program of aid to
refugees is not a humanitarian program at all, but part

of the RVN's broader policy of maintaining physical control
over refugees. It is an adjunct to the police controls
and military pressures, which prevent the movement of
refugees back to their original homes.

What the refugees of South Vietnam need is peace and
freedom of movement, not handouts. One Buddhist monk at
a Return to Village camp where the people are near star-
vation told a visiting representative of the American
Friends Service Committee:"The onlv truly humanitarianr
thing the U.S. Congress can do is to stop the support
that «eers these :amps in operation." If rhe aid -cre
<topped, he explained, "the government will be forced to

BEST AVAILABLE COPY

allow them to go back to their homes. They will Ye hun-
gry for a few months until the first rice crop cowes in,
then they will be all right."16

The Senate Spudy Mission, after observing American refu-
gee programs in Vietnam in 1973, has concludcd: "The ccase-
fire agreement provides for 'freedom of movement', inclu-
ding the return of refugees to hamlets now controlled by
the PRG. Our government should strongly diccourarce and
withdraw any support from programs using the refurrcs as
pawns and 'trojan horses' to expand ygigon's contrel in
contested areas of the countryside." ’
All U.S. aid for refugee programs should be wirlliold
until Congress is satisfied that the Peace -
being observed by the Saigon govérnwent,

(copliasis asded)

rermont i

CITY to FARM PROGRAM

Shortly before the FY 1975 budget %was prescnted to
Congress, the AID Mission in Saigon addcd a new item
called the City to Farm program. Beginning in calendar
year 1975, AID plans to spend $30 million to move an
estimated 300,000 urban refugees away from cities and
back to'lands in the countryside. In part, the program
was initiated as an attempt to deal with the millions of
unemployed Vietnamese swelling the major cities at a time
of increasingly desperate economic crisis.

Many urban refugees have already begun on their own to
move out of the clities in search of food and livelihoods.

The Saigon government, fearful that they will return to
PRG areas, is attempting to channel the flow of refugees

for its own political purposes.
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Despite its new name and funding, the City to Farm program
is actually an urban arm of the refugee rescttlement pro-
gram. Indeed, it might more appropriately be titled City
to Camp program. Most city dwellers will be sent back to
established resettlement camps, where they will receive
6-month housing and food allowances and be subjcct to the
same controls as other resettled refugees. Thev will, of
course, only be allowed to move td territorie< Thicu (laims
as hi¢ nwn,



The City to Farm program is simply another means for the
RVN to control the settlement of refugees for its own
strategic purposes, in violation of the Paris Agreement.
The welfare of South Vietnam's urban refugees would be
belter scrved by a restoration of peace and a guarantee of
free movement. If refugees are allowed to leave the citles
and return to thelr homes and farms, they will regain thelir
self-sufficiency and drastically reduce the need for U.S.
assistance. Like the other aid for refugce programs,

all funds for the City to Farm program should be withheld
until the RVN begins to implement the Paris Agreement.

CH1LD CARE

The problem of child'welfare in Vietnam cannot be separated
from the prcbiem of refggees, since roughly half of the
refugees are children.1 There are increasing reports of
critically malnourished children crowded into refugee

camps withcut adequate care or facilities. An estimated
£30,000 orphans and half-orphans have been created by the
war, while Saigon's system of orphanages has been acknow-
ledged to be hopelessly 1nadequate.zo AID's child care
program ls almed at meeting our moral obligation to assist
these youngest victims of a war we helped to create.

Like the refugee program, the official purposes of the
child welfare program are political as well as humanitar-
ian., In a background memo for the 1973-74 program, AID
cited as one goal: "Increased EVN Capability to Deal with
Politically Sensitive Welfare Groups Thereby Fostering
Governmental Stability.”2l Although its goal is not likely
to be met, AID's stated intent to use the child welfare
project to strengthen the Saigon government is hardly con-
sistent with Article 4 of the Paris Agreement, in which the
U.S. pledged not to intervene in the internal affalrs of
South Vietnam.

The main problem wlth AID's program, however, is that it
will help only a tiny fraction of the victims. Scarcely
1 percent of this year's entire proposed Post - War Re-
construction budget is allotted to child care. This is a
pitifully small contribution, considering the billions we
have poured into the war. The Salgon government, still
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fighting a war 'and a collapsing economy, also glves negli-
gible support to child welfare.

What the children of South Vietnam nced most is peace. So
long as the war continues, children will be forced to sur-
vive in miserable refugee camps and institutions. Without
a change in Saigon's and our own prioritics, Arcrican ald
can do little to improve the overall situation. Although
we have strong reservations about certaln parts of the
program, nevertheless, we support the full rcquest of 28,2
million for child care, which at least allcviates some of
the suffering.

HEALTH CARE

One of the worst aspects of American aid programs over the
years has been the Inadequacy of health assistance to Louth
Vietnam and of the RVN's own efforts in this re ard. From
1968 to 1974 the AID public health bLudget for Vicenom has
declined at a much greater rate than otlicr prograes. At
the same time, conditions In RVN houpitals have dotariarac-
ed as a result of corruptioen, inefficicvncy, and the continu-
ing toll of war-related casualties.

The FY 1975 request for health care-is $10.3 willion, only
2.3 percent of the entire Post - War' Reconstruction hudget
which is supposedly oriented toward humanitarian aid.
According to AID, the focus of the program has c<hifted from
treatment of war casualties to rehabilitation and prevent-
ive care. However, this change In purpose is unrealistie
so long as the war continues. The Study Mission of the
Kennedy Subcommittee on Refugees reported in 1974 that "The
constant flow of casualties requiring cmergency medical
assistance has also undermined programs for, general public

health and for longer term rehabilitation."%j

We recommend funding the entire FY 1975 request for health
care, with the observation that $10.3 million ic a pitiful-
ly small cmount considering the billlions of dollars we
have poured into the war. In the final analysis, however,
we feel the only way to solve South Vietnam's health

and medical problems is to cease the fighting. One doctor
in Vietnam was asked by the Kennedy Study Mission what he
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needed most in order to meet the needs of his hospital.

He replied: "To end the war - for as long as the war con-

tinues we will continue to run, in order just to stand

still, in our effortﬁ to provide better medical treatment
4

for the Vietnamese."

RECONSTRUCTION AND DEVELOPMENT
(in millions of dollars)

FY 74 Request FY 74 Estimated
'ioﬂ IRO

PAV IR, L/

FY 75 Request
227.7

AID has requested a whopping $227.7 million for reconstruc-
tion and development so that South Vietnam can "advance as
rapldly as possible toward economic self-sufficliency.”

But as we have already pointed out, (see Current Economic
Situstion) Saigon's economy is unlikely to become stable

or self-sufficient until major structural changes are made.
'ndeed, as the World Bank study peints out, Thieu presently
has no operggive medium-term economic development plan
whatsoever.

Most of AID's request is to go toward capital investment
to expand Saigon's industrial base. However, the main
preblem for South Vijetnam's industry is not lack of capi-
tal, but its war-distorted economy with high rates of
inflation and unstable currency. The refusal of OPIC to
guarantee investments in South Vietnam reflects the fact
that businessmen still fear the war will re-escalate to
the 1972 level of fighting. *

Moreover, the continuing war has severely limited Saigon's
prospects for expanding its export industries. While AID
heavily emphasizes forestry and fisheries as major export
resources, most of the forests in Scuth Vietnam remain
elther in PRG or contested areas. Similarly, the harsh
security restrictions placed on fishermen have threatened
the overall health of the fishing industry. Because they
cannot fish at night, the156catches are hardly enough to
live on, let alone export.

e .

Cverseas Private Investment Corporation (OPIC) considers
South Vietnam a very high risk area. See: 1974 Senate
Forelgn Acslstance Appropristions Hearings,
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The continued fighting also casts doubt upon the wisdom
of bulilding any new industrial projects which would be
vulnerable to sabotage. For example, a fertilizer plant
would be extremely dangerous to the surrounding ponula-
tion if damaged by explosives. A study in Vietrnam by the
Tennessee Valley Authority several years ajo pointed cut
that a direct rocket hit on a fertilizer stor.se tank
"could be disastrous for all human life within ccvaeral
miles of the complex." It concluded that the Jesirnbiility
of a major ammonia-urea complex in Victuam such as the rne
now proposed by AID " 5lor to the end of hostilitics siems
highly questionable.”

Despite AID's supposed shift away froum "econouic
stabilization" programs, most of its requects far apgri-
cultural "development" will clearly he for shart-tern
economic stabilization. The $60 milliou for
rural credit is to subsidize the purchace of {ertitirer,
pesticides, and other imports by farmer:s who con no lon-
ger afford them at world prices. This proysram 15 a chort-
term effort to prevent thousands of farmers fram aban-
doning thelr land because they don't have ¢nourh money to
cultivate it. It may head off a major agricultural
disaster, but it will do little to resolve the basic
economic crisis caused by continulng war.

intended

This program appears, in short, to be another desperate
effort to deny that the still unsettled war constitutes a
barrier to South Vietnam's economic development. We are
not opposed to reconstruction and develecpment as such,

but in the present context the primary objcctive of Am-
erican aid must be to end the conditions which woere re-
sponsible for Saigon's economic crisis In the first place.
Congress should defer this entire program until the
fighting has been brought to an end.

BEST AVAILABLE copy



"~ COMMODITY SUPPORT
(in millions of dollars)

FY 75 Request
Food & Nutrition $185

Industrial Production 155

~ FY 74 Request
Commercial Import Program

$275

Transportation & Misc. 47.3

$387.3

In keeplng with its official shift of objectives, A.I.D,

now claims 1t has abolished the old Commercial Import
Frogram, which was wldely criticized as a program of stabil-
izztion of a wartime economy. The progrem now appears as
ccrmodity support for individual sectors.
ropes that the financing of virtually all of Saigon's
frports will be harder to. criticize iIf it is relabelled
as “"¥ood and Nutrition,® ®“Industrial Production," or

fir

iransportation and Miscellaneous,

In fact, the Commercial Import Program has not changed,
except in two ways. First, the FY 1975 request for $370
ri1llion in imported commodities is $105 million larger than
the FY 1974 request. Second, it will be a far more impor-
tant source of financial support for Thieu's war effort.

In recent years, approximately one-fourth of the plasters
renerated by the CIP has been used for military purpoces.
Since the Fecrelgn Assistance Act of 1973 prohibits the
direct application of P L 480-generated counterpart funds
to the military budget, it is certain that a highaer percent-
age of the counterpart funds gaencrated by these commodity
sales will be iunnelled into Thieu's military budget.

The greater importance of commodity imports in financing
the RVN military budget -- just when A.I.D. was supposed to
shift away from wartime "economic stabilization" to

- "developmwent" -- may be the reason why A.I.D. took the
extraordinary step of dividing up the CIP and giving it
several humanitarian-sounding names.

Despite A.I.D.%s cosmetic shift from Commercial Import
Program to support for specific sectors, the purpose of
economic aid 1s still primarily wartime financial
stabilizatlon. Commodity imports still represent more
than half of the total FY 1975 request. We do not oppose

A.I1.D. apparently
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the financing of lmported commodities so long as the funds
ere not contributing to the war effort, but funds for the
disgulsed Commercial Import Program will do just that.

FOOD AND NUTRITION

I'his category is simply one part of the disguised Cowmer-
cial Import Program, which would finance fertilizer, fuel,
and pesticides. As AID has pointed out, the prices of
these items on the world market have risen bheyond the means
of practically all South Vietnamese farmers. lertilirer
prices have increased by 180 percent in a year; pasoline
has tripled in price, putting the cost of tractors beyond
reach of the farmers as well.

This dramatic increase in price would not be disastrous
for South Vietnamese agriculture except for one thing:
during the past six years, the U.S5. has intreduced Yioir-
acle rice" strains as a means of producing more rice with
less land and fewer laborers. The nced for such a shift
arose because over a million acres of ricelart were aban-
doned by farmers during the course of the war, end airi-
cultural manpower was further reduced by the mobilizotion
of the population into the milfitary.

So the U.S. substituted a heavily capital-intensive agri-
culture--which meant a heavily import-dependent agriculture
--for a labor intensive one. Hundreds of thousands of far-
mers were persuaded to shift to the new high-yleld strains
of rice, and they thus became dependent on U.S.-financed
fertilizer, pesticide and fuel imports,.¥ow that the world
prices have skyrocketed, farmers are often finding it im-
possible to return to traditional methods of cultivation.
They had sold their buffalo when they began using tractors
and now buffalo are difficult to purchase.

The U.S.-induced crisis of miracle rice illustrates again
how U.S. economic policles have dangerously distorted the
South Vietnamese economy by organizing it around the war.
Nonetheless, AID offers no plans for helping South Vietnam
readjust to a more labor-intensive agriculture. On the con-
trary, AID appears to assume that the present highly mili-
tarized and urbanized economy, with its capital-intensive



agriculture, must somehow be made to work., We disagree
strongly and recommend that these commodity imports be
deferred until the Thieu regime shows good faith in moving
toward a peaceful solution to the conflict.

INDUSTRIAL PRODUCTION

This category is simply the second portion of the disguised

Commercial Import Program which would finance the import of
raw materlals for industry. AID spokesmen have consistent-
ly argued that the CIP fulfills humanitarian purposes be-

cause it finances raw materlals nceded to maintain exist-

: s of industrial production, thus providing tens of
of Vietnamese with jobs.

This argument neceds to be examined much more closely than
it has been in the past. In the first place, the CIP

kas not contributed to Industrial development over the
vears. The share of industry in the gross domestic pro-
duct actually fell from 14.5 percent in 1964 to 10 per-
cent In 1973. The industrial scctor has already suffered
a severe loss of production, with certain kpy commodities
falling to 50 percent of their 1971 levels.

Secondly, the CIP has failed to stem the rapid rise of un-
employment, which has already reached crisis proportions.
The World Bank study of January 1974 shows that the reason
for the loss of production and consequent rises in un-
employment has not been lack f raw materials, but the with-
drawal of U.S. troops. A considerable part of the market

" for many goods has been lost because many Vietnamese no
longer have incomes previously generated by the American
military presence. In other words, the unemployment prob-
lem is a consequence of the artificial nature of the South
Vietnamese economy, which for years was based on the pros-
perity generated by American military spending.

The CIP can claim credit for employing at most 300,000
Vietnamese, the total number of industrial workers in
South Vietnam’0 But the war itself has caused far more
~disruption, an estimated 3.5 million people unemployed and
kept out of production. The only way to solve the problem
of unemployment and lack of production is to end the war
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and begin the process of real economic development.

TRANSPORTATION AND MISCELLANEOUS

This category 1s the third part of the disguised Commer-
clal Import Program, which will bring in petroleum, tron,
steel, and presumably various other imported items not
otherwise covered such as pharmaceuticals and ccment,
Again, we do not oppose the financing of a cocrtain level
of ilmports, but it should be part of a program which is
ciearly moving toward economic normalization aud devel-
opment rather than propping up a war cconomy.

In sum, we recommend that all commadity support in these
three categorlies be withheld until thicu has seriovuanly
begun to lmplement the Paris Agreemcnt. By pencrati
counterpart funds, commodity sales indircctiy sulisi
Thieu's military budget and increacse his ability to con-
tinue making war. )

e

dive

World Bank economists have estimated that if the war were
ended and the entire labor force returned to pruductive
work, South Vietnam's industrial output would increase

by about 40 percent to "a level at which South Vicinam's
dependenge on net imports of commodities would be ne high-
er than normal for a developing country of Scuth Vietnam's
size and per capita income." Real economic progress
can only begin when the fighting stops.

RECOMMENDATIONS

Congress should wait for a demonstration of good faith
by the Thieu regime before authorizing funds for "Post-
War Reconstruction” in South Vietnam. - An exception can
be made for those programs having a genuinely humanitar-
ian character, such as public health and child welfare.
We support the Administration's request of $8.2 million
for child care and $10.3 million for bealth care.
Although these programs are miniscule by comparison with
those programs aimed at propping up the war economy and
maintaining the political status quo, they constitute a
symbol of concern for the continucd suffering of the
Vietnamese.



NON-U.S. AID AND FOREIGN PRIVATE INVESTMENT

1. Multilateral aid

In response to a formal request by President Thieu and
direct pressure from the U.S. and Japan, World Bank offi-
cials have begun organizing a multilateral aid consor-
tium or consultative group for the Saigon government.

Two World Bank economic reconnaissance teams have visited
South Vietnam in the past year and informal talks with
representatives of possible donor countries have begun.

However, some of the Bank Directors have expressed reser-
vations about these initiatives by Bank officlals. They
caution against the World Bank's takling any action that
ay be iulerpreted as support for one side of the Vietnam
conflict agalnst another.

In October 1973, the World Bank held a major meeting of
representatives from potential donor countries and from
International agencies in Paris. Its purpose was to lay
the groundwork for an institutionalized aid group to South
Vietnam. However, the participants failed to reach con-
sensus about setting up such an aid group, and another
meeting was set for February 1974, to continue the dis-
cussions.

The February meeting never occurred as a result of the Con-
gressional vote against funding the International Develop-
msnt Assocliation. (IDA), the "soft loan" arm of the World
Bank. As AID Administrator Daniel Parker told Congress,
"uncertainty on continued U.S. contributions to IDA has
delayed formalization of a Vietnamese consultative group
and assistance from IDA." In other words, multilateral
ald to Saigon is depeBdent upon a reversal of Congress'
negative vote on IDA,

Although the World Bank has not yet approved the creation
of an aid ccnsortium for the RVN, Bank officials have been
Guietly trying to secure a commitment of IDA funds for
Saigon. According to Nguyen Huu Hanh, Thieu's representa-
tive to the World Bank, officials for the agency have al-
ready promised his government $361 million to help finance
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oil imports.

By participating in this planned consortium for Saigon,
the World Bank is placing itself in an awbuard le,a! und
moral position. As a respected member of the internatlion-
al community, the Bank has a responsihbility to ensure that
its own activities do not undercut the Act of the Inter-
national Conference on Vietnam which represents a glolal
committment to promote full implemcntation of the Purls
Agreement. '

It would be improper for the World 3ank to give aid to
the Thieu Administration, whose legitimacy as the sole
government of South Vietnam is in doubt, until the poli-
tical provisions of the Paris Agreerent are inolensntled

and free elections are held. In Senator Goorge Melivernt's
words, for the World Bank to glve aid now "would cntail
making choices which, under the terw: of the 'iviz ‘eree-
ment, belong to the people of South Vietwnanm." urtlber-
more, "It would detract still further from any 1.eaining

respect for the Agreement, and it would do addivicnal
£

damage to the already badly battered prcspects {or
peace."

Recommendations

The World Bank has a moral and legal obligation tn encou-
rage implementation of the Parls Agrcement. By withhold-
ing multilateral aid and delaying the formation of an ald
consortium for South Vietnam until a new governmant is’
formed through free and democratic electicns, the World
Bank would provide an incentive for all partics tn respect
the Paris Agreement. Congress should not authorize funds
for IDA until it recelves assurances that the World Bank
will not use these funds In ways that are not compatible
with and supportive of the Paris Agrecment.

2. Foreign Private Investment
So far, the only substantial progress Saigon has made to
attract foreign private investments in Vietnam has been

awarding concessions to four international oil companies
for off-shore exploration. Only 7 of the 30 oil corpa-

BTSTAMAMABZECOPY



nies that originally expressed interest ultimately sub-
mitted thelr bids. The rest were discouraged in part by
the disputed sovereignty of many of the off-shore tracts.
Sixty percent of the oil tracts offered by Saigon for bid-
ding in the summer of 1972 are subject to territorial dis-
putes with Thailand, Malaysia, Cambodia, and Indonesia.

In additlon, the Parls Agreement undermines Saigon's claim
to sovereignty over the remaining offshore territory.

Both the PRG and Saigon Administrations have only provi-
sional authority over their zones until a new government

to unite all political tendencies is formed. The PRG's
official position is that it does not recognize the oil.
lcaszs that Thleu signs on the grounds that his Administra-
tion does not have exclusive authority over South Vietnam's
prirary resources. This stance, and uncertainty about the
EiG's miiitary strength, caused many potential investors
with long-term interests in South Vietnam to shy away.

The concensus among most business journals and the American
Chamber of Commerce In Saigon is that.investment inter-
est in Vietnam has waned considerably. According to the
Investment Services Center, Americans have invested less
than $2 million over the last 10 years.® Pacific Basin
Reports, a perlodical for large corporations and banks,
writes: "Most potential foreign investors, wary until now,
are one by one abandoning all thought of investment in
South Vietnam at this time."™ According to the periodi-
cal'’s analysis, President Thieu's political problems, his
budget crisis--in spite of the enormous flow of U.S. aid--
and the impossibility of a Saigon military victory, means
that any effort to salvage the government by foreign cre-
dits iIs totally unrealistic. Even the fact that Saigon has
the most liberal investment laws in Asla is seen as "gerely
a symptom of the inherent weaknesses of its economy."

Ancther unfavorable sign for potential investors has been
the steady flow of Vietnamese capital leaving the country.
Many wealthy Vietnamese, including high-ranking members

ir the Thieu Administration, are not confident that a pro-

_ .American government will remain in power for long, and they

are not taking any chances. One Salgon senator estimated
that approximgtely $500 million has been sent abroad for
safe-keeping.

21

The flight of capital has been of zpocial concern for Lhe
United States. Speaking to the American Chamber of
Commerce in early 1972, former U.S. Ambassador Allgworth
Bunker warned that "Special attention should be pald to
attracting Vietnamese capital back from abrnad"gbnfore
foreign businessmen can be persuaded to invest.

But wealthy Vietnamese are still not investing in their
own country, and foreign businessmen continue to keep thelr

distance. It appears that until Saigon's cconcmic and se-
curity problems are solved, and that will only harpun with
peace, Salgon's hope for attracting private investments

will remain just that.

PL 480 PROGRAM (FOOD FOR PEACE)

The Food For Peace program consists of the following
two components:?

--Under Title I, the U.S. sells agricultural commodi-
ties to the Salgon government on ecasy credit terms.
These commodities are then resold en the local mar-
ket, generating counterpart local currency for use
by the RVN.

--Under Title II, a grant program, thc U.S. provides '
commodities to either the government or to voluntary
agencles for distribution to war victims and others
in need.

Over the years, Title II donations have declined
cantly, although there has been no corresponding
in the number of needy people in South Vietnrzn, In
1968, Title 11 donations totalled $41.7 million.
amount was cut back in FY 1971 to $23.1 million and in
FY 1974 to only $500,000. For FY 1975, the, Adwinistra-
tion's Title II request is a mere $553,000, or less than
$0.70 worth of food for eaﬁh new refugee gencrated in
South Vietnam during 1973, .

signifi-
decrease
FY
This

Title I sales, on the other hand, have vastly increcas.d
during this same period. 1In FY 1972, ttie Title I total
for South Vietnam was 62.5 million. This rose in Y
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1973 to $176 million. For FY 1974, the Administratign
initlally projected a Title I total of $176 million.

By the middle of the fiscal year, however,.the Administra-
tion increased this total to $309 million. Since Con-
gress sets no country cellings for Food For Peace, the
Increase could occur without Congressional knowledge.

Section 104(c) of Public Law 480 provides that the local
currencles generated by sale of Title I commodities may
be used "to procure equipment, materials, facilities,
and services for the common defense including internal
security.”--1n other words, for military and police pur-
poses. In October 1973, the Administration increased
the percentage of Title I currencies goéng into Saigon's
military budget from 80 to 100 percent.

A prevision attached to the Forelgn Assistance Authori-
zation bill in December 1973 now prohibits the use of
local currenclies generated by Food For Peace for military
purposes after July 1, 1974 without specific Congressional
approval. Hcwever, Food For Peace currencies may still

be channelled into other categories of the Saigon budget.
Since this transfer will free an equal amount of money for
military use, the effect of the prohibition will probably

be negligible.

Title ! agricultural comnodities are sold to Saigon on

easy credit térms. For the current period, a grace period
of 10 years will be allowed before repayment of the prin-
cipal wmust begin. The loan is then payable over a period
of 40 years at 2 percent interest. Under these terms,

the "sale" is a virtual gift, particularly for a government
struggling to stay afloat economically on a year-to-year
basis.

To justify the vast increase in Title I sales over Title
IT grants, the Administration argues that the free market
is a more efficient distribution system than the corrupt
government apparatus administering the RVN refugee pro-
gram. Corruptlion is indeed widespread and presents a
serious problem in all humanitarian programs.

However, the free market system has been even less effec-
22

tive in meeting the needs of the Vietnamese. In spite of
the 300,000 metric tons of rice shipped to Vietnam by

the U.S, in the past fiscal year, many refugees are facing
hunger. At the same time, Saigon's Ministry of ‘pri-
culture is talking of exporting 30,000 motriec tane af rice
during 1974, hs the director of Saigon's Cffice of Foed-
stuffs explained, the export of rice was pessible in the
face of widespread hunger because the populatlion was too
poor to buy the available rice.

The price of rice has risen astronomically hecause of
tight administrative controls over the collection of rice
from Vietnamese farmers (intended to prevent the sale of
rice to the PRG); because of hoarding by w rchants who
hope to profit from the rising prices; and because of
collusion between administrators and rice merchants w
contracts to supply the provinces. Dormand for the artifi
clally restricted supply of rice is kept high by the pol-
icy of preventing refugees from returning to farm their
own fields.

The Food For Peace program was originally intendecd to in-
crease foreign consumption of surplus American agricultural
commodities. Agricultural surpluscs are no longur a prob-
lem for the U.S., however. Instcad, shortages have caused
the price of rice in the U.S. to double in the past year,
and wheat is in critically short supply. The Agriculture
Department determined last year that there was no lenger

a need "to increase the consumption of United States agri-
cultural commodities in foreign countries" and subaitted a
PL 480 budget request of zero dollars for FY 1975.

At the same time, food shortages are much more serious in
other parts of the world than in South  Vietnam, which would
soon be able to feed itself if peace were restored. Vast
numbers of people are dying of starvation in the sub-Saha-
ran region of Africa, where a series of droughts has creat-
ed crisis conditions. In the face of limitcd supplies at
home, and the desperate need for food relief in Africa,
the U.S. can hardly justify diverting $182 million worth

of foodstuffs (19 percent of the world-wide PL 480 distri-
bution) to South VleEBam, a country capable of producing
an abundance of rice.



In summary, the PL 480 program in South Vietnam needs MILITARY ASSISTANCE SERVICE FUNDED PROCRAM

modification because 1) it -is being used to finance the . (in millions of dollars)

Saigon government, which continues to violate the Paris -

Agreement; 2) it is doing little to alleviate the plight FY 1674 FY 1975

of South Vietnamese who are facing starvationj and 3) it Progrannid Requested

is, diverting scarce food resources from U.S. domestic MASF Total T

needs and humanitarian needs around the world. Obligational Authority 1,126 1,600

RECOMMENDAT ICNS Procurement ' 359 8592
) . Operation & Maintenance 623 574

As it servVes primarily to support the RVN budget rather Military Personnel 40 24

than to provide retief to the needy, Congress should pro- Defense Attache Office ok s

hitit the appropriation of any funds for the Title I Excess Defense Articles 35 3%

sales program for South Vietnam until it has determined- Local Currency Purchases 64 . i

that the RVN is implementing the basic provisions of the

Faris Agrecment, including the guarantee of freedom of TOTAL EXPENDITURES 1,121 1,489

movement and residence. Once refugees are able to return )

to the countryside, they will rapidly become self-suffi- **Figures not available .

cient in rice, thereby reducing the need for rice imports. SOURCE: GAO Report, Congressional Record, 3/28/74, p, E1917

As .long as there is still a need for imported food, the U.S. For FY 1975, the Department of Defense is requesting

should rely on Title II donations rather than Title I sales $1.6 billion in total obligational authority for Military

te provide the necessary agricultural commodities. Since Assistance Service Funded (MASF) military aid to Scuth

the RYN has not demonstrated the ability to effectively Vietnam--$474 million more than the ceiling authorized

maintain a distribution system, arrangements should be by Congress in FY 1974.1 Included in the MASF request is

made for multilateral and voluntary agencles to distri- $1.45 billion in new obligational authority.

bute food outside of RVN channels.
Because a detailed description of the FY 1975 MASF
requests Is not publicly available, we have made a
category-by-category analysis for FY 1974 in the belief
that present expenditures offer the best avallable guide
to future programs. ’

In examining each category, we have tried to determipe its
conformity with the Paris Agreement signed by the United
States, the Republic of Vietnam (RVN), the Provisional
Revolutionary Government of South Vietnam (PRG) and the
Democratic Republic of Vietnam (DRV) on January 27, 1973,
U.S. commitment to the implementation of the Agreement was
recently reiterated on March 25, 1974 by Deputy Assistant
Secretary of Defense Dennis Doolin, wio inforncd tie House
Armed Service Committee's staff, “The United States has
not declared the Agreement inoperative, nor do ve conclder



. .

it so. We consider the Agreement binding and compIy.ﬁ[;LE]

Despite thls verbal commitment to the Paris Agreement, the
Defense Department is supplying the Republic of Vietnam's
Armed Ferces (RVNAF) with funds, fuel, weapons, ammunition,
personnel and logistical assistance which supports offensive
rilitary actions long after a ceaseflre was supposed to
begin. This assistance iIs inconsistent with the following
articles of the Paris Azreement:

--Article 3 which commits all parties, including
the United States, to "maintain the ceasefire
and ensure a lasting and stable peace;”

--Article 4 which states, "The United States
shall not continue its military involvement
or intervene in the internal effairs of South
Vietnam;"

--Article 7 which forbids the introduction of
military personnel and war materials into
South Vietnam, except for perlodic replacement
of damaged or worn-out war materials "on the
basis of plece-for-piece of the same character-
istics and properties.™

Wwe submit the following esnalysis and recommendations in the
velief that Congress should approve military assistance to
South Vietnram only to the extent that it is consistent with
and supportiv~ of the Parls Agreement,

#1t should be clear that plece-for-piece replacement of war
materisls consumed in offensive operations is inconsistent
with Article 3.
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MASF PROCUREMENT

FY 74 Request
($ millions)

FY 74 Programmed
($ millions)

FY 75 Request
(S milltions)

843 359 851
i. Munitions
In the year following the ceasefire agreement,

the United States supplied the RVN with approximately $276
millionm worth of munitions, including bumbs, rockets,
artillery shells and small arms ammunition, This amount
was about 75 percent of the level of supply in 1972, a year
of far heavier fl§hting than 1973 because of the DRV's
spring offensive.

Reports from South Vietnam indicate that RVN forces are
using their American-supplied munitions at a much greater
rate than the other side and with a minimum of controls by
the United States. The Washington Post reported:

American sources say they have learned that

in Indochina, the more guns and ammuniticn

are available, the more the armies in the field
will use them,

The Post story quoted a well-informed officer who sald that
even after the U.S. reduced the ammunition supply, "we
found out that the South Vietnamese were still outshooting
the enemy by 20 to 1, but the overall total was that much
lower."3

Field reports from staff of the American Friends Service
Committee's medical center in South Vietnam and from
American correspondents indicate that a large share of

the RVNAF's ammunition is consumed in harassment and inter-
diction (H & 1) fire, the practice of spraying artillery
shells into the countryside - an offensive action which
violates the ceaseflre. After treating many civilian
victims of the ARVN's random shellings, the AFSC staff in
Quang Ngal province went in March 1973 to discuss the
matter with the U.S. Consul General of I Corps., The Consul
General's response to AFSC's reports of civilian casualties



was, "There is no way artillery firing 14 miles away can be
accurate., We're trying to persuade the RVN to use less
artillery, but they're shooting off more with the expect-
ation that it'll be replaced by the Americans." (emphasis
added)

In March 1974, the Defense Department told Congress that
Saigon's armed forces had been consuming ammunition faster
than the U.S. was delivering it. At the time, the DoD

was seeking supplemental budget authority ™which will allow
us to restore the ceasefire level of grourd ammunition.®4
In other words, the Administration policy is to replace all
ground munitions used up since the ceasefire, whether
Saigon's forces have expended these munitions in offensive
or non-offensive operations. Far from undertaking "to
ralntain the ceasefire," the Administration is offering the
RVN & blank check for munitions in whatever combat
operations it chooses.

2. Alircraft.

The Defense Department plans to send more than 100 Northrop
F-5E fighters to South Vietnam, ostensibly as replacements
for Saigon's F-54's. The F-5K has a greater ordnance
capacity ar? more powerful engines and '"resembles the F-5A
in neme only,” acgording to officlals quoted in the Wash-
ington Star-News.” The replacement of F-5A's with F-5E's

1s a violation of Article 7 of the Paris Agreement which
stipulates that plece-for-piece replacement of war mater-
lals must be "of the same characteristlcs and properties."

A Defense Department spokesman told us that all F-5A
replacements are requested by the RVN and verified by the
U.S. Erbassy as having been "destroyed, damaged, worn out

or used up" as stipulated by Article 7. But Don R. Brazier,
Principal Assistant Secretary of Defense/Comptroller, told
the Sanate Armwed Services Committee last June, "The F-5E's
+..87¢ N0t te replace attrition per se, or losses, they are
toc modernize the Vietnamese Air Force by substituting E's

~ for A's, "0

Moresver, there is reason to believe the DeD now intends
to send the RVN a greater nucrber of F-5E's than the 128

BEST AVAILABLE COPY

which Congress authorized last year,’ cven thoush there is
no evidence that that many F-5E's hLave beon destroved,
damaged, worn out, or used up. On Japuary 31, 1774, the
Washington Post reported that the Defense Deparin o nt is
planning to send 150 F-5E's to South Vietnaw over the next
two years, '

3. Shlps.'

Dan Chu, the officlal newspaper of President 'thicu's
political party, has reported that the United States is
planning to send the RVN four warships “of

a now type,”
Two of these ships may be patrol cuubezts, "boch des-
tined for transfer to South Vietoam,® which ars roo.rted
in the April 1974 issue of Sea Poer mapzazine to baive been

fincluded in the Navy's Fiscal 1575—sh3pbui}diyg request,

MASF OPERATION AND MAINTENANCE

FY 1974 Programmed

FY 1979 Roanecx
($ millions)

(s miilions)

622.9 574.4

1. Contractor Operational Maintenance Support

Money under this budget category goes to Department of De-
fense contractors for work performed in Vietnam. Much of
the money is used to pay clvilian contractor personnel,
These civilians provide technical and logistical support to
the South Vietnamese armed forces, performing zuch functlons
as repalr and maintenance of aircraft and cther combat
equipment.9

As of March 31, 1974, 2707 American civilian contractor
personnel remained In Vietnam, according to the flpurcs
from the U.S, Defense Attache Office (DAO) i{n Saigon. At
the time, the DAO had $120 million in outstanding contracts
with 120 coTBanies--AS of them American-invitid--for work
in Vietnam.

The work of clvilian contractor psrsonnel in Viitnom is
inconcistent with the Paris Agroe:. oot
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Article 7 stipulates that "military personnel, including
technical military personnel” of the United States are not
to be Introduced into South Vietnam after the ceasefire.
Although civilian contractor personnel are not actually
military officers, they are paid by the V,S. military to
perform technical military functions. Moreover, some of
these civilians are former officers who have recently left
the military d taken up jobs doing what they did while in
the military. Their employment in Vietnam violates the
intent, if not the letter, of Article 7.

Second, the military support functions performed by civilian
contract personnel constitute a form of U.S. military in-
volvement in South Vietnam which violates Article 4 of the
Agreement. '

2. Support of South Vietnamese Police

In December 1972, Congress passed the Foreign Asslistance Act
of 1973 vhose section 112 prohibited the use of foreign as-
sistance funds to support the South Vietnamese police and
priscn system. In attaching this provision to the bill, the
Senate Appropriations Committee took note of substantiated
accountslgf mistreatment and torture in South Vietnamese-
prisons:

The committee believes it is not in the best interest
of the Agency for International Development or any
other agency of the government to bf3ldentlfied with
the police system of South Vietnam.

In support of its recommendation to eliminate Foreign Assis-
tance Act funding for Salgon's police and prisons, the Com-
mittee cited relevant articles of the Parls Agreement:

With the signing of the ‘Agreement E£nding the War and
Recroring the Peace in Vietnam' on January 27, 1973,
the United States agreed that it would not 'impose any
political tendency cr personality on the South Viet-
namese people,' that 'advisers to all paramilitary
organizations and police forces will be withdrawn®

and that we would not 'interfere in the internal af-
fairs of South Vietnam,'

BEST AVAILABLE coOPY
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In FY 1974, the Defense Department budgetsd 510.6 million
in support of the RVN's Natlonal Polic:. * Althoush Section
112 of the Foreign Assistance Act docs not apply.to DoD.
appropriations, we believe that MAST monics soin: to Pros-

ident Thieu's police coustitute as much o1 an i1 ter!:rence
in South Vietmnam's internal affairs as wonld Forcion Ao is-
tance funds. Any FY 1975 Defense Dcpart..nt reru U for
funds in support of the RVN's police or prisan svatcoa is

inconsistent with Article 4 of the Paris Agrccuont and

should be denied.
3. Packaging, Crating and Handling of Equipmunt

Inasmuch as these funds may provide logistic:l support for
RVNAF's offensive actions, Congress should suspend Lhedr
authorization pending Saigon's implementarion nfi o conselivre.
Should the RVN end its violations of thi Paris Moro.or
Congress should authorize only those packasiun,
and handling of equipment funds which are nooews
place war materials according to the conditivng of

cratine

Uy U T

Art jicle 7.
4, Other O & M Categories

MASF funds for Support of RVN Armed frorces, for Irsining and
for Depot Maintenance should not te gpproved. Subsidizing
the military of one of the competing South Vietnmrose par-
ties, paying for its operations, training and the oiinte-
nance 0f its bases constitute a form of military involve-
ment in South Vietnam.

Funds for Field Advisers and Military Aesistsnce, Victnam
should be eliminated if the Defense Departiwent is making
such a request In FY 1975. Article 5 of the Paris Agrcument
requires the withdrawal of U.S. military advisors from South
Vietnam and Article 7 prohibits their reintroduction., Inso-
far as funds in this category pay for DoD direct-hire or
military personnel who perform wilitary support functions,
they should not be approved. The presence of such American
personnel in Vietnam violates Article 4 of the Paris Agree-
ment. (See discussion below of Defense Attache Oifice.)

Congress should also deny any FY 1975 MASF request for sup-
port of Rural Development Cadre. RD cadre have rcportedly




been recruiting virlagers--som? imes by force--to jolin Pres-
ident Thieu's political party. Funding these political
workers is a form of intervention In the internal affairs

of Scuth Vietnam. It is also Inconsistent with Article

9 (¢) of the Paris Agreement which states, "Foreign coun-
tries shall not impose any political tendency or personality
cn the South Vietnamese people."

ASF MILITARY PERSONNEL

FY 1974 Programmed
{$ millions)

FY 1975 Request
{$ millions)

40.4 24.0

Article 5 of the Paris Agreement stipulates the total with-
crawal of troops, military advisors, and military personnel
essociated with the pacification program, armaments,
Tunitions and war material of the United States. Article 7
prohibits their reintroduction into South Vietnam.

10CAL CURRENCY PURCHASES

FY 74 Programmed
($ millions)

FY 75 Request
($ millions)

63.6 Not available

According to Articles 4,5 and 7 of the Paris Agreement, the
~Defense Department should have ended the U.S. military
presence in South Vietnam which was formerly used to justify
local currency purchases. Funds in this category con-
stitute another form of subsidy for the RVNAF, Financial
support for the armed forces of one of the two competing
Scuth Vietnamese signatories may be construed as inter-
vention in the internal affalrs of the country.

DEFENSE ATTACHE GFFICE

FY 74 Programmed'

FY 75 Request
Not available Not available

The Defense Attache Office (DAO) in South Vietnam employs
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about 50 U.S. military personnel and 936 direct-hire
civiliansl6 who provide logistical support, cowmmunications-
electronic support, budget-programming and traininy sup-
port for the RVNAF, The DAO also carries out intelli-
gence activities and "liaison'" with the Saigon wilitary
command.l? If Defense Department listings of jeb upenings
in Vietnam are any indication, the DAO employs Ascrican
civilians as ammunition specialists, intelli;cnce offi-
cers, security speciallsts, aircraft techicians and
training officers, among other things.

In the first weeks after the signing of the Paris Apgrce-
ment, the DoD predicted it would have no direct-hire
employees in Vietnam in 1974, By April 1973, houever,

the Department had changed its mind. DoD officials
explained to staff of the Senate Foreign kalaticns Commit-
tee that "fighting had continued at a higher level than
antic!pate?g necessitating a higher level of support
activity."

In other words, the DAO's function is to support RVHAF
military operations, and the more they fight, thct more
support they need.

American support of Salgon's combat operations is incon-
sistent with Article 4 of the Paris Agreement. DBecause the
RVNAF's actions have continued to violate the ceasefire,
such assistance is also inconsistent with U.S. obligations
under Article 3.

Moreover, the presence in Vietnam of American civilians
performing technical military functions viclates the
spirit, iIf not the letter, of Articles 5 and 7. These
articles respectively order the withdrawal and forbid the
Introduction of "military personnel, including tecchnical
military personnel, associated with the pacification
program, armaments, munitions and war material of the
United States."™ The presence of U.S. wiiitary personnel
employed by the DAO In South Vietnam violates the letter
of these articles.



> ¢

EXCESS DEFENSE ARTICLES

FY 74 Programmed
($ millions)

FY 75 Request
($ millions)

35 35

Excess Defense Articles consist of war material and equip-
ment which the Defense Department has determined to be
above and beyond its own requirements. These articles are
transferred to the armed services of other nations at a
procurement value not less than one-third their original
value. Thus, Excess Defense Article authority provides the
Dol with an opportunity to supply the RVNAF with up to
three times the amount of war materials or equipment it
could provide with the same authority in the ordinary
procurenent category of the MASF budget.

Insofar as Excess Defense Article funds provide war
materifals which support RVNAF offensive actions, the
authorization or appropriation of such funds is incon-
sistent with Articles 3 and 4 of the Paris Agreement.
CCNCLUSION .
All parties to the Paris Agreement are now locked in a
vicious cycle of fighting that may ultimately lead to full-
scale war. The present level of U.S. military asslstance
accelerates that cycle by subsidizing whatever combat ac-
tions the Republic of Vietnam chooses to pursue. The only
way to brea. this cycle is to redirect American military
ald so that it encourages full implementation of the Paris
Agreement, alliowing the Vietnamese people to decide their
own future through the political process prescribed by
Articles 9 through 12.

Congr~ass can help achieve that objective by refusing the
Nixon ~dninistration®s request to continue providing the
EVN with the means to make war. Congress should eliminate
all military assistance funds which are incompatible with
American obligations under the Paris Agreement. Even

the plece-for-plece replacement of war materials allowed by
Article 7 is inconsistent with the Agreement so long as
the RV is initiating combat. Therefore Congress should

BEST AVAIL ABLE cOPY
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suspend funding for replacements until Saigon has stopped
offensive actlions. ‘

Congress should make clear its willingness to revicw these

- suspended funds as soon as President lhicu has bozun mect-

- U.S.
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ing the minimum conditions for peace and reconciiiation

in his country. By delaying military aid in this wav, the
would provide an important incentive for iwplomenta-
tion of the Agreement.

This action would not amount to "de¢livering Scuth Vietnam
bound ‘hand and foot to Hanol,™ as some have charced. In
the first place, evidence Indicates that th. DEY snd PRC
are more inferested in a political than a military covpe-
tition, and their Intentions should be tested. Socond,
even if these indicatlons were to prove falue, the HEVIOF
has more than enough milltary equipmert to defend iteotf,
In the last four years, the U.S. has delivered to Laiigon
more than $6 billion worth of tanks, wuniti ns, artillegy,
rifles and other weapons, including over 1860 alrerafv,”
This number compjyes to 340 planes and helicopters in the

DRV's air force. The PRG is not known to have any alr-

craft.

If the U.S. continues to provide the EVN with vast military
resources, Saigon will have little incentlve to seek a po-
litical solution on the basis of the Paris Sgrecnent.

While President Thieu may feel that some of its provisions:
are to his disadvantage, the Agreement remains the only
present alternative to war.

RECOMMENDAT IONS

A. MASF PROCUREMENT

1. Until the RVN agrees to halt its offensive combat ac-
tions and abide by the Paris Agreement, Conyress should sus-
pend authorization and appropriation of further funds for
procurement in the MASF program.

2. After making known its desire to see the Agrecment

fully implemented, Congress should send a fact-finding mis-
sion to South Vietnam to determine whether or not the Thieu
government Is working to establish a genuine ceasefire, to



demarcate zones of control and to inaugurate the political
process of reconciliation prescribed by the Agreement.

3. If this investigation determines that the RVN has re-
versed its policy and begun implementing the Agreement in
gdod faith, Congress should then review the Administration's
MASF procurement request in light of the new political and
military situation and in strict accordance with the one-
for-on= replacement provisions of Article 7. It should be
clear that replacement of war materials is not a bind-

ing contractual obligation upon the United States. More-
over, Article 7 does not allow the U.S. to resupply a

party that is carrying out offensive military actions.

4, To procure whatever replacements of war materials
which Congress finds consistent with Article 7, Congress
should -authorize funds from unobligated MASF balances.
Congress should not authorize or appropriate new MASF .
funds until those balances are expended.

5.  Because the shipment of F-5E fighters is in violation
of Article 7, Congress should immediately stop all shipments
of these planes to South Vietnam. It should not authorize
or appropriate MASF Navy Procurement funds for ships or
other war materials which are not of the same properties

and characteristics as war materals which they are intended
to replace.

B. MASF OPERATION AND MAINTENANCE

i. Congress should not authorize or appropriate further
MASF funds for Operations and Maintenance support of the
Republic of Vietnam's armed forces or police, except for
funds in the category of packaging, crating, and handling

of equipment. All other categories of operation and mainte-
nance support are inconsistent with Article 4 of the Paris
Agreensnt,

-2, Congress may consider authorization of funds to pack-
age, crate and handle replacements of war materials as pro-
vided by Article 7, once the RVNAF has terminated its offen-
sive acticns. Accordingly, we make the same recommendations
for funding of packaging, cratlng, and handling of equip-

ment as we made above for the category of Procurc¢ment. Tt
should be clear that once a ceasefire is established, the
amount of funds to support the handling of equipment re-
placements will be small.

C. MASF MILITARY PERSONNEL

Congress should authorize and appropriate no further
funds for Military Personnel in the MASF budeet, as the
Paris Agreement forbids thelr presence in South Vietnam.

D. OTHER MILITARY ASSISTANCE

1. Congress should eliminate any further funds in the MASY
budget for Local Currency Purchases since subsidizing tle
RVNAF is inconsistent with Article 4 of the Paris Aurecrment.
2. Congress should deny funds for the Defense Attache
Office in Vietnam except to suppsrtf a very small contingent
of personnel who might be needed in connection with the
replacement of war materials as provided by Article 7.

Even this small level of funding should be suspended until
the Salgon government ends its offensive military operations
and begins to abide by the Paris Agrccment.

3. Congress should request the General Accounting Office
to investigate whether the Defense Department is using
Excess Defense Article authority in good faith, or whether
it is using it as a bookkeeping device to procure more

war materials for the RVNAF than Congress intends. Pend-
ing a finding of good faith, Congress should authorize
Excess Defense Article obligations according to the recom-
mendations we have made above under the catagory of MASE
procurement.
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CAMBODIA

PROGRAM SUMMARY
(in millions of dollars)

POLITICAL AND MILITARY SETTING

FY 1973 FY 1974 |FY 1975

Actual | Estimated | Proposed
>ilitary Aid 138.0 325 364
Indochina Postwar Reconstruction 67.3 95 110
‘¥s5od For Peace 25.8 194 77
ITOTAL AID 230.1 614 551

OBJECTIVES OF U.S. ASSISTANCE

Since lLon Noi seized power in Cambodia in 1970, the U.S,
has been his government's basic source of military and
financial resources. In FY 1973, total domestic revenues
of the reglme amounted to only $42 million, compared to
$231 millicn in U.S. 2id and xpeadltures of as high as
4.5 million per day for bombing. The objective of this
ald has been to keep in power a regime which is friendly
to the U.S. but has virtually no domestic support.

In contrast to the other countries of Indochina,
U.S. military involvement in Cambodia has not been
accompanied by humanitarian aid projects designed to
"win hearts and minds." Lon Nol's predecessor,
Norodom Sihanouk, refused to accept any American aid
after 1963, charging that "the terms were so onerous
that they amounted to national humiliation and, that
dollar ald actually retarded our development."

Econowmic aid to Cambodia since the coup has consisted
almost entirely of commodity lmports and "Food For
Feace" sales, programs which generate funds for the
miiitary and offset the war-related disruption of
domest ic production, The objective of U.S. ald to
Cambodia should be to promote a peaceful resolution
to the clivil war there and to relieve the suffering
of the war's victims, As long as U.S. aid continues
to be primarily a prop to an unpopular government, it
will Instead prolong the war and aggravate the misery
of the people. :

BEST AvAIL ABLE coPy

Because he seized power from a popular precdecessor and

plunged his country into civil war, Lon M3l was at a poll-
tical disadvantage from the begivning. s do oo
base consisted of a narrow urban clite. D
U.S. Senate study mission found th:t "us a
pulated presidential and parliam nrary ¢loe

Lic power

v oAunr G717
Avril 19720 a
reonlt of rant-

/
cticng, oornun-

ded by the universally abhorred ri-hirations of L s
younger brother, Lon Nol had alicr.t:d cive it o111 of viose
who had supported him in the past.” To wn reform: nniors
taken in the past year have not ivproved Loo Lo1's solitical
standing. In March 1974, several hi-b-ranting oifigials
defected from his regime to joln Stt.m: {0 ,) Lnid

a group of leading Buddhists stagcd a hiuior
peace.

While Lon Nol's following has declincd, incurc.nt fo
calling themselves the National United Freornt of Unnbiodia
(FUNK), have grown dramatically. FEstimatcd 2
May 1970, FUNK's forces had increascd to 10,
months later and to at least 40,000 and povbans as rary as
250,000 (includéng local forces) in April 1973, accardlng
to CIA figures.

Opposition to Lon Nol has brought tojcther a wide
political elements, from the old Khmer Rouge wha oppase
Sihanouk before the coup to Sihancuk him-clf avd hLis lung-
time supporters. While the occasional irternni cronflicts
among the various elements of the FULH are <ftcn cliucd as
evidence of the movement's weakness, the fact that tic TUNX
has survived and grown in spite of 1ts diversity is actually
an index of its strength and demonstrates the intensity and
universality of opposition to Lon Nol.

The degree of North Vietnamese Influcrce aming the Insur-
gents has sharply declined since the eariy cays of U.S,
intervention. In July 1973, the Defence Driart- nt ecti-
mated the number of North Vietnamese a..d "Viet Cong' in
Cambodia as 15,000 to 28,000, but stated that they were
perform&ng support activities rather than eranine in
combat. Most are reportedly "targeted" tovard Vietnam.



Mititarily, Lon Nol's position has been steadily declining
in spite of his overwhelmingly superior firepower suppiied
by the U.S. Military action, including bombing by U.S.
forces before August 15, 1973, and cont inued bombing by
Lon Nol's forces since then, has driven between 65 and

70 percent of the population into the 15 percent of the
country coTBrolled by Lon Nol and therefore safe from

the bombs. Lon Nol has retained control of little more
than the major citles.

The Administration presents its support for President Lcn
Nol as an attempt to achieve a negotjated peace settlement
in Carmhodia. However, when Sihanouk offered to meet with
Henry Kissinger in early 1973, he was rebuffed. FUNK now
maintains that whatever bargaining power Lon Nol may have
derives from his U.S. backers, not from any military or
political strength of his own. Confident of eventual mi-
litary victory, FUNK has shown no interest in negotiations
with Lon Nol.

During March and April 1974, FUNK further strengthened its
military position with a series of significant advances.
Six of Lon Nol's strongholds were overrun, including four
provincial capitals. The most serious loss to Lon Nol,
symbolically if not strategically, was the former royal
capitai of Thsar Oudong, 24 miles northwest of Phnom Penh,
Lon Nol's forces lost many hundreds of troops defending
Phsar Cudong, then suffer?q even heavier losses in an at-
tempt to retake the city.

ECONOMIC SITUATION

Before the overthrow ?5 Sihanouk, Cambodian exports averaged
$60 million per year, mainly rice and rubber, and a lively
tourist trade provided almost enough additional foreign

exchange to balance imports of around $100 million per year.

The war that engulfed the country when Lon Nol took power
very quickly took its toll on the economy. Farmers abandon-
ed thelr fields to escape from the fighting and bombing;
fields and plantations were destroyed; able-bodied workers
were recruited into the army; resources were diverted to
the war. By December 1970, only 9 months after the coup,
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then-Secretary of State William P. Rougers reported that
"Cambodia's earning from rubber exports and the tourist
trade havelgisappeared, and rice exports have bcen jeo-
pardized."

The economy has continued to decline. Total cxports were
only- $15 million in 1973, while imports had risen to $I771,5
million. The rate of inflation in 1973 vas 275 percent

and prlch'rose another 40 percent in the first three months
of 1974,

The U.S. now supplies nearly all the rice consumcd in arcac
of Cambodia controlled by the Lon Nol regime, as most of the
rice-producing land is in the hands of the irsurjents. A.I.D.
proposes to increase the food supply by finarncin, rosettle-
ment operations around the cities. It is unliv.ly, however,

that rice production can be anyvhere near adcquate in the
overcrowded urban areas, even with a much more anbitious
"resettlement" program than the one proposcd.

The economy is further strained by rampant corruption and
by the almost total disruption of the transportation sys-
tem, allowing the capital to receive supplies only by rivér
convoys or by air.

CURRENT SITUATION AND FUTURE PROSPECTS

The political, military and economic prospects of the Phnom
Penh government are bleak. With U.S. support continuing

at a high level, Lon Nol's forces may be able to hold on
for another year or more to the 10 to 15 porcent of the
territory and 65 to 70 percent of the population they now
nominally control. But no amount of U.S. support can build
a political base in Cambodia that could compete with that
of the insurgents. Without such a base, thie U.S. and Phinom
Penh can do no more than postpone the Insurgents' victory.

The Administration argues that failure to support Lon Nol
would endanger the Paris Agreement, since a Cambodian gov-
ernment dominated by FUNK would allow the North Vietnamese
access to its territory in violation of the Agrcement's
Article 20.

In fact, the U.S.

.

itself is violating Article 20. The Arti-



cle provides that the Internal affalrs of Cambodia and Laos
will be settled without foreign interference. In Senate
Hearings, Secretary of Defense James R. Schlesinger describ-
e¢d the U.S. committment to the Phnom Penh government as
"asgsistance to a govef9ment that is attempting to resist a
domestic insurgency." U.S. support of one side in a |
domestic conflict is clearly a violation of Article 20,

Article 20 also prohibits foreign countries from engaging

in military activities In Cambodla and Laos and from intro-
ducing military personnel and war materials into those coun-
tries. By supplying military equipment to the Phnom Penh
government, and keeping wlilitary personnel in Cambodia, the
U.S. is agaln violating Article 20,

To ensure implementation of the Paris Agreement, the U.S.
should itself begin abiding by it. The Congress and the
American people must face the fact that the U.S. aid pro-
cram as presently structured is prolonging a losing war.
If U.S. 2id is redirected to meet the human needs of a de-
vastated country, rather than to prop up an unpopular gov-
ernment, many thousands of Cambodian lives and millions of
American dollars will be saved.

PROPOSED FY 1975 PROGRAM

American aid does not assist the majority of

the Cambodian people. Instead, U.S. military supplies and
economic support for the Lon Nol government contribute to
the centinuing war. Given the current political situation
in Cambodia, we propose revisions in all of the specific
programs of the A.I.D. request.

Four major programs would be affected. First, the Commodity
Import Program should be suspended pending the establish-
ment of a representative government in Cambodia.. Second,
the U.S. should withhold support from the Exchange Support
Fund which is used to satisfy a privileged segment of the
Phnom Penh economy. Third, refugee aid should be limited

to emergency relief and channelled through voluntary or
multilateral organizations to ensure that refugees are
manipulated for political purposes.

not
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The administration has used Food For Peace to indirectly
support the military efforts of the lon Nol governrment,
Therefore, our fourth suggestion is that this prosram should
be suspended except for Title Il cmergency food rejief

which could be administered by multilatveral orgacivations,
This action would significantly limit tlie louszal funds rade
available by the U.S. for salaries of Lon Nul's military.

Article 20 of the Paris Agreement should he strictly observ-

ed. This would mean the prohibition of U.S. advicors,
training programs, and delivery of war supplics.

POSTWAR RECONSTRUCTION ASSISTANCE

None of A.I.D.'s proposed FY 1975 program of $110 millicn is
earmarked for reconstruction and development, despite the
"Postwar Reconstruction" label. Instead, the propram is de-
signed primarily to sustain a war-distortad
viding imported commodities. A.I.D.'s progzraom is supplonented
by a Food For Peace program of at lecast $77 million, which
supplies food that cannot be grown domcstically in wartise.

cconywy Ly pro-

These import programs also generate local currency, used to
P prog g N

pay military salaries and allowances.

HUMANITARIAN AID
(in millions of dollars)
FY 1974 Estimated
13.4

FY 1973 Actual
1.2

FY 1675 Request
20.0

During the first years of the war, U.S. officials maintained
that a formal program’of refugee assistance was unnecessary
in Cambodia, claiming that refugees were able to find lodg-
ing with families and friends. When the iIntense American
bombing In 1973 increased the cumulative number of refugues
to nearly half of the country's population, A.I.D. finally
determined that the "extended family system has reachued its
saturation point" and began a modest program of hunanitarian
aid to refugees.

This initial relief program was adminlstered through a
number of voluntary agencles, which received a total of
$3 million in FY 1973 and FY 1974, These agencles are to



receive another $2 million in FY 1975,

The major thrust of the refugee program will be "resettle-
ment" which is described as an attempt to "allow a portion
=f the refugee families to earn their own livelthoods and
help increase food supplies for the cities". In light of
the limited farmland controlled by Lon Nol, it is unlikely
that this program will succeed In producing a large amount
of food. Food preduction can be restored to its pre-coup
level only when peace returns to the countryside and the
refugees go back to their homes and fields.

The Vietrzm experience has shown that refugee resettlement
nrograms can abuse the rights of refugees for political
purposes. Challenged by a strong revolutionary movement,
the Salgon government has used resettlement to prevent
refugees from returning to areas where they might support
the guerillas. We wish to caution against a simjlar per-
version of the refugee resettlement program in Cambodla,

It is our belief that until peace is restored and a new
government is formed, making It possible for the thousands
of people novw crowded into the citles to return home,

all assistance to refugees must be seen as emergency re-
lief. Resettlement on land around the cities, while pre-
ferable to a 1.{e of idleness, must also be viewed as tem-
porary, pending an end to hostilitles.

COMMODITY IMPORT PROGRAM
(in millions of dollars)
FY 1973 Actual FY 1974 Estimated FY 1975 Request
45.0 62.1 71.0

The Cormodity Import Program amounts to over 64 percent of
the proposed Indochina Postwar Reconstruction Assistance for
Cambodia. Nearly half of the Commodity Import Program, or
$34 million, will finance the import of petroleum products,
This is in additlon to the 1,100 barrels of oil a day paid
for by the U.S. Mil{Sary Assistance Program for use by Lon
Nol's armed forces.

Cther commodities provided by the Commodity Import Program
Include iron and steel, machinery, plastic raw materials,

transportation equipment, textiles, fertilizer, and sugar.

The government's sale of these commodities will generate
local currency used to subsidize the war cconnomy. Virtually
all of the $71 million generated in local currency Ly the
Commodity 1 Bort Program goes for military saltaries and
allowances. '

. MULTILATERAL STABILIVATICH
(in millions of dollars)

FY 1973 Actual FY 1974 Estimated E.\:’_.l(}.-f'_“!“,ﬁ;f;\l’_"‘ﬁ_r_

" 20.5 18.3 17.3
This Multilateral Exchange Support Fund supplements the (om-
mercial Import Program by providing forcign cxchanee for the
import of commodities that cannot b purchosad in the Upited
States. The United States contributes ovoe-half ot the total
fund, Cambodia contributes about onc-fourth, plus a sub-

stantial amount drawn from the IMF, and Japan, the Upited
Kingdom, TB?iland, New Zealand and Malaysia contribute the
remainder.

According to A.52D., "The purpose of this fund is econcmic
stabilization." This really means providing for the needs
of the urban elite whose support Lon Nol is trying to hold.
Commodities financed by the fund have inzluded E§ivate auto-
mobiles, motorcycles, and other non-essentials,

RECOMMENDAT IONS

We propose that 1) the Commodity Import Program be suspend-
ed until a representative Cambodian government is formed;
2) . that the U.S. similarly withhold its contribution to
the Exchange Support Fund and limit any use ol the funds to
essential items; and 3) that all emergency refugee relief
funds be administered through voluntary agencies and multi-
lateral organizations so long as the fighting continues.
When the fighting has ended and a new government . is formed,
the U.S. has an oblligation to assist the Cambodian refugees,
many of whom fled American-made bombs, to return to their
homes.
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PL 480 PROGRAM (FOOD FOR PEACE)

Under Title Il of the Food For Peace program, food is grant-
ed through voluntary organizations, multilateral organiza-
tions, and foreign governments for distribution to refu-

gces and others in need., In FY 1973, the entire Title II
¢crogram in Cambodia consisted of $17,000 in milk distribu-
ted by UNICEF. During the first half of FY 1974, Title Il
nrrovided only $12,000 worth of corn-soy mix and a milk sub-
stitute, carmarked for refugees. The cumulative total 2
uf Title Il shipments since 1970 has been less than $50,000,

By contrast, Titie I Food For Peace concessional sales to
Cambodia have increased dramatically since FY 1973. When
the Admintistration presented its foreign aid request for CY
1974 to Congress in May 1973, it projected a total Food For
Peace sales program of $30 million for Cambodia. By April
1974, hovever, T'gle 1 sales had increased more than sixfold
to $194 million. This increase occurred without Congres-
sional approval or knowledge, since Congress sets no country
cellings for Food For Peace. In its Indochina Congressional
presentation, A.I.D. states that the quantity of food shipped
to Cambodia is expected to remain roughly the same in FY
1375 as it was in FY 1974, or about 300,000 tons. The cost
of this amount of food was $194 million last yearj; with
world food prices rising, it will probably cost even more

in FY' 1975. Nevertheless, A,I.D.'s program summary charts,
published at the,same time as the Congressional presenta-
tion, show ly $77 million for Food For Peace in Cambodia
in FY 1975, We are left to speculate whether Food For
Peace will in fact be cut back, or whether A.1.D. has simply
used a ccnservative figure in its program summary to mini-
mize the cost of the program presented to Congress.

As in South Vietnam, Food For Peace in Cambodia has been a
mz2jor source of funds for the military. Eighty percent of
the local currencies generated by the sale of Title I Food
For Peace commodities in FY 1974 will be, gpent for the mill-
tary, primarily salaries and allowances.

Public outcry against the military use of Food For Peace
funds provoked legislation prohibiting that practice after
June 30, 1974, Currencles generated by Food For Peace
after that date must be used for developmental programs,
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In practice, howeéver, the transfer of Food For Peace funds
to non-military budget categories will retease other funds
for military use.

The present Food For Peace program docs little to help the
refugees and the poor, whose ability to buy food 1s steadily

eroded by inflation. It serves lnstcad to uffcol the ccoriom-
ic disruption caused by the war and to provide a muaranteed
food supply for the urban elite, Lon Nol's Lo of .upport.
Food For Peace thereby relieves some of tho prossure that
would otherwise exist for an end to hosrtilitles, the anly
possible road to restoring domestic food production,
RECOMMENDATIONS

We propose that 1) the signing of Title I sales asrecments

Le suspended until a more moderate governiwcit is {oried in
Phnom Penh; 2) that Title IT grants be increa.cd to provide
short-term emergency food relief threough multilateral
ization and voluntary agencies; and 3) that futurs Tit
sales be strictly limited by a Congressivnalliv-innosed coun-

try celling.
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MILITARY ASSISTANCE PROGRAM (MAP)

MAP PROCUREMENT

Most of the funds requested under2§he Military Assistance
Program (MAP) are for ammunition. In,addition, the U.S.
has supplied UH-1 helicopter gunships, T-28 fighter
planes, C-47 cargo planes, river patrol boats, armored per-
sonnal carriers,.and a variety of artillery pieces, trucks
and small arms.

In addition to MAP-funded materials, the Pentagon transfers

to Cambodia weapons and equipment from other DoD categories

declared to be "excess”. In FY 1973, close to $20.willion
. . 31

worth of such materials were supplied to Cambodia.

MAP MILITARY EDUCATION AND TRAINING

MAP supports the training of tens of thousands of Cambodian
military personnel every year in various training centers



in Southeast Asia. The total number of trainees in FY
1973 was 49,213, Before the Paris Agreement was signed,
many of these personnel were trained in South Vietnam. Now
the bulk of MAP-funded training is conducted in Cambodia
arid Thailand, with smaller programs in the Philippines and
the United States.

Training is by no means restricted to technical skills reia-
ted to the use of U.S.-supplied equipment, but includes
unconventional warfare and POW interrogation techniques.

MAP PERSONNEL

The number of U.S. personnel in Cambodia is limited by Con-
gress to 200 at any one time. These personnel are prohibi-
ted since 1970 from engaging in combat or from acting as
advisers in Cambodia.

There is a variety of evidence that these restrictions are
not observed in practice. The General Accounting Office
reported In October 1973 that the Military Equipment Deli-
very Teams (MEDT) in Cambodia were performing many functions
including advisory functions not related to their assigned
role of "auditors that will keep track of the material,
make the deliverles, keep track of the inventories, etc.".
The GAO reported, "MEDT operated much the same as a Military
Assistance Advisory Group does in any other country. Be-
sides monitoring equipment deliveries, it was®
"-.Recommending changes in force structure.
"--.Advising and assisting on contingency plans and im-
provements in the military organizational structure.
"..Providing technical assistance on all logistical as-
pects of MAP.
"--Piaviding technical military assistance agg informa-
tion concerning MAP -furnished material."

More recently, Congress has demanded an investigation of
charges that U.S. military personnel continue to act as ad-
visors in Cambodia. A Washington Post reporter observed

a U.S. major assigned to thg,Defense Attache Office advising
Cambodian trocps in combat. In addition, a former coordi-
nator of top-secret documents has charged that such activi-
ties are rputine for the approximately 100 DoD employees in
Cambodia.””
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RECOMMENDATIONS

U.S. military aid to Cambodia must be examined in light of
a number of legal limitations to U.S. involvenmert in that
country. To prevent a repetition of the U S, invarion of
Cambodia in 1970, Congress enacted legislation to:

1) prohibit the introduction of U.S. conbat tronps

2) prohibit Americans from acting as militury advicors;

3) limit the number of U S. government ¢nployies in
Cambodia at any one time to 200 Americens and 85

third-country nationalsy and
4) ban U.S. air combat activities cver all of Indnchina.
In addition, the U.S. is a slignatory of tie 1973 Parig
Agreement on Vietnam, Article 20 of which =tuatcs:
b) Foreign countries shall put an ciid to all military
activities In Cambodia and Lans, totally withdraw

L)

from and refrain from reintroducing ints thegse ¢oun-
tries troops, military advisiors ard wilitary ver-
sonnel, armaments, munitions and war materials.

c¢) The internal affalrs of Cambodia and lipe shzll bLe
settled by the people of each of thes. countrics
without foreign interference.

Thus the Paris Agreement prohibits not only military advi-
sers and combat troops, already banncd by Congress, byt
also outlaws the introduction of all armunition and war
materials. :

We recommend the following:

1) All transfers of military equipment to Cambodia are
in violation of Article 20 of the Paris Agreement
and should be discontinued,

2) The conduct of militarv training prosrams in Cam-
bodia 1is inconsistent with the spirit of the Con-
gressional prohibition of U S. military advisors
and should be terminated. Training procrams for
Cambodian nationals conducted in other countrles
should likewise be discontinued

3) When the delivery of U.S. military equipment to

Cambodia is terminated, the Miltitary E-ulruont
Deliverg Teams will have no further funcvicn and
should be withdrawn. In acdition we recou: ond
the withdrawal of all other U.S. rmilitary per-
sonnel from Cambodia, in kKcepine with Article 20,
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LAOS

Program Summary
(in millions of dollars) .

FY 1973 | FY 1974 |FY 1975

Actual |Estimated | Proposed
bilitary Assistance Program 335 78 86.1
Indochina Postwar Reconstructioﬁ 45 40 55.2
iFood For Peace 3 3.6 2.5
{{OTAL AID 383 121.6 147.8

CBJECTIVES OF U.S. POLICY

The Laotian parties have made heartening progress toward a
political settlement, We agree that the .fundamental objec-
tive of U.S5. policy, as stated in A.I.D.'s FY 1975 Program
Presentation, should be "to help Laos make the transition
from war to peace by supporting the political solution

that is evolving."

This objective must be carried out in accordance with
Article I of the 1973 Vientiane Agreement which specifies
that "...the 1962 Geneva Agreement on Laos must be res-
pected and scrupulously observed by the Lao parties con-
cerned, and the United States of America, Thailand, and
other foreign countries., The internal affalrs of Laos
must be settled by the Lao pecple themselves, without
foreign interference.” Thus U.S. aid must be given only
with the unanimous consent of the PGNU and not be given
to one party or faction as has been the American practice.

POLITICAL AND MILITARY BACKGROUND

For more than thirty years, L»os has been at war. Four
times agreements have been made to restore peace: the
1954 Geneva Agreements, the 1956-57 Vientiane Agreements,
the 1961-62 Geneva Agreements, and the February 21,1973
Vientiane Agreement on the Restoration of Peace and Re-
conciliation in Laos,

_Unfortunately, U.S. activities between 1954 and 1973 have
served to undermine the Agreements rather than ensure thelir

implementation, After the 1961 ceasefire, the CIA organized

a clandestine army of Meo tribesmen which operated inside
Fathet lLao territory. Disagreement about these operations

contributed to teunslons developing auwonyg the Laotian
parties in 1963. After unsuccessful attempts at cowmpro-
mise, fightiTg erupted on the Plain of Jars and full-scale
war resumed,

In 1964, U.S. aircraft began flying secrct bombing mis-
silons over Laos. By 1973, more than 2 million tons of
bombs dropped from Americag planes had driven 700,000
Laotians from thelr homes.” A U.N. adviser's study roveal-
ed that on the Plain of Jars, American "Loublings ware alwed
at the systematic gestruction of the mate¢rial Lasis of
civilian soclety."™

1t was not until 1969 that Congress learned of the bovhing,.
and of the CIA's mercenary army. The Azcncy for Internpa-
tional Development was also revealed to be involved in the .
war. Former Ambassador to Laos William Sullivan reported
that A.I.D.'s Requirements Office was providinz food,
shelter, ammuniglon and other supplies for the ClA's
irregular army.

On thelr part, the Pathet Lao fielded some 30,000-50,000
men during the 1960's, Although substantial numbers of
North Vietnamese were in Laos during this period, tle
majority were performing logistics functions on the He Chi

5

Minh trail and were not involved in the lLaotlan war.

Despite the intensity of the U.S. air war, the military
strength of the Pathet Lao forces increased. In 1971 a
Senate staff report noted that "“from the military point
of view the situation there is growing steadily worse
and the initiative seems clearly to be in the hands of
the enemy." Two-thirds of Laos was cuntrelled by the
Pathet Lao, and there was increasing uncertainty about
the ability of the Vientiane government to held on to
its remaining territory.

Throughout this period, the goal of U.S. economic assis-
tance was, according to A.I.D. Director Charles Minn
writing in a privately-circulated directive dated March
3, 1970, "to support and maintain the present lao jov-
ernment and to avoid a takeover by Cunswunist foirces
{with) the following priority list: 1, Eccinomic stabili-
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ty. o o 2. War-related activities. . . 3. Maintenance of
Minimum Level of Government Service. . . 4. Social Infra-
structure. . . 5. Economic Development. . ."

Until 1973, the U.S. was unwilling to accept the Pathet
Laoc demand to stop its bombing, and a political settlement
was unreachable. However, with the signing of the Paris

Agreerent on Vietnam and the weakening position of the Royal -

lLao Government, the US. accepted the terms of the Vientiane
Agreereant negotiated by the Laotian parties.

Glven the hlstorical role of American assistance in subver-
ting earlier agreements, it Is too soon to tell {f the Ad-
ministration Intends to honor thls one¢. Congress has an op-
portunity to promote a lasting peace in Laos by ensuring
that U.S. aid 1s provided in strict accordance with the
Vientiane Agreement.

POSTWAR RECCONSTRUCTION ASSISTANCE

The February 21, 1973 Vientiane Agreement provides that the
Provisional Government of National Union (established April
5, 1974) will receive and distrihute foreign assistance for
Laos. This government has already agreed to accept currency
stabilization aid from a group of non-Communist countries,
including the U.S., and has indicated willingness to accept
aid from any country.

The Vientiane Agreement takes note of the U.,S. government's
pledge to "participate in healing the wounds of war and in

the reconstriuction of Indochina," and states, "The Govern-

ment of National Union will discuss with the American Gov-

ernment such participation in regard to Laos."

A.1.D,'s program as presented to Congress was formulated
before the new government was formed. Before proceeding
with the projects outlined, A,I.D, should consult with the
PGNU to determine how the projects can be revised to compie-
ment their postwar program.
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HUMANI TARI AN ASSISTANCE
(in millions of dollars)

FY 1973 Actual FY 1974 Estimated FY 1975 Propoced

13,0 15.3

The U.S. has proposed spending $15.3 million for humunitar-
ian assistance to lLaos in FY 1975, The¢ Laotians, however,
have reason to mistrust the U.S, as a benefactor. Assist-
ance to Laos has a long history of misuse tor strategic U.S.
ends. A staff report to the Senate Subcoummittee on Refugees
in 1970 determined that the refugee program in lLavs was de-
veloped primarily as a cover for the ClA's paramilitary
operations and as support for the memburs of the ClA's se-
cret army. Even the A.I.D. public health prugram was cre-
ated as a part of the military effort, to handlie the acute
health preoblems that arese when Mea irrepulars and their
dependents were uprooted from their mountain hones to join
the secret army.

Although A.I.D, tried to present its madical programs as
humanitarian efforts, it did not dispute Senutor Stuart Sym-
ington's contention that '"these activities it possible
for the fighting to go on. 1t was Napolean whio satd, 'An
army travels on its stomach,' and you all are certainly sup-
plying the stomach--the clothes, the medical supplies needed,
I do not see too much difference, personally, from supplying
ammunition." ’ ’

wake

A.,I.D., must demonstrate clearly that its projects will not
be used for subversive purposes. It is thus disconcerting
to find that A.I.D. proposes to continue its contracts with
Operation Brotherhood in FY 1975. Operation Brotherhoed, a
Filipino medical organization with long-standing ties to the
CIA, was acting as the medical corps of the ClA's paramili-
tary forces as recently as the spring of 1973,10

We recommend that A.I.D. discontinue its contracts with
Operation Brotherhood as an indication of willingness to
move away from the military-related activities of the past.

All U.S, aid projects in Laos should be redesigned in con-
junction with the new government to bhenefit all Laotians



and not to support one faction against the other, Restruc-
turing is especially important in the case of refugee relief
and resettlement, The current refugee program, administered
by A.1.D. in cooperation with the Royal Lao Government (RLG),
has provided for resettlement only in RLG areas. Through
discussions with the Provisional Government of National
Union (PGNU), A.I1.D. must establish a new program that will
assist refugees in resettling in any part of the country
tt:ey choose, Until such a program is negotiated, all U.S,-
financed refugee resettlement operations should be suspended,

Likewise, emergency relief must not be limited to refugees
in Royal Lao zones. A.I.D, estimates that there are 750,000
veople in Pathet Lao zones,11 many of whom have been victims
of U.S. bombing. Temporary emergency relief should be pro-
vided to these war victims as well as to refugees in Royal
Lao zones,

A.I.D.'s other humanitarian projects must be similarly nego-
tiated to reach people in all parts of Laos, Projects unac-
ceptable to the Provisional Government of National Union
must be discontinued,

RECONSTRUCTION AND DEVELOPMENT
(in millions of dollars)

FY 1973 Actual
28.9

FY 1974 Estimated
10.9

FY 1975 Proposed
22.4

Since damage due to American bombing has been heaviest in
areas of Laos administered by the lLao Patriotic Front, the
U.S. has a special obligation to rebuild these areas., The
U.S. should discuss with the new Lao government the modali-
ties of projects to rehabilitate heavily bombed areas, Like-
wise, other reconstruction projects, including highway recon-
struction, should be modified to be acceptable to the pres-
ent Lao government.

“Several of the projects designated as "Development" are de-
signed to holster the Royal Lao Government rather than con-
tribute to economic development as such, These include the
projects "Development of Rural Economy," which trains RLG
officials, and "Public Administration Development," which
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helps the Royal Lao Government manage its finances and plan
soclal and economic development,, hese projects should he
discontinued at once, If the Provisional Covecinront of Na-
tional Union requests assistance in devcloping adeinistra-
tive skills, the U,S. should dlscuss the establistuant of
new training projects,

The projects "General Technical Support’ and "Air Technical
Support" provide logistical and adainistrative support for
other A.I,D. projects., These two projects ewp]o; 96 Ameri-
cans, or 43 percent of A.I.D.'s Laos persunnel.””

The A,I.D. Mission, funded through "Guneral Techuical Sup-
port,”" has worked closely with the Defense Departuont ana
the CIA in Laos to further U,S. military goals. The
quirements Office," previously a part of the A.f.D. Micsion,
funded under General Technical Support, hundled the distri-
bution of military assistance supplfgs. The Reguirements
Office hasnow been transferred to the Defense Attache Of-
fice, where it is funded by the DoD, but A.I.D. Mission
costs have not declined proportionately,

"
he-

A.I1.D., -the CIA, and the DoD have also cooperated closely in
the use of contract air services, The services of Air fert-
ca, Continental Air Services, Inc., and several other minor
companies are shared on the basis of a complex cost-sharing
scheme,13

The generous funding of Air Technical Support, along with
General Technical Support, preserves the elenents of the
A.I.D, program that have meshed most closcly with the CIA
and the DoD. We recommend that these projects be terminated
at once as an indication of U.S, willingness to comply with
the Vientiane Agreement. The necessary support personnel
for projects agreed to by the U.S., and the Provisional Cov-
ernment of National Union should be included in the plans
for each project.

BEST AVAILABLE copy



STABILIZATION
(in millions of dollars)

FY 1973 Actual
16.1

FY 1974 Estimated
16,1

FY 1975 Proposed
17.5

The Provisional Government of National Union has already
agreed to accept $30 million in ald through the Foreign Ex-
change Operation Fund, a multilateral foreign currency pool
used to support imports and stabilize the economy, The U.S.
contribution to the fund, scheduled to be $17.5 million,
should be approved.

RECOMMENDATIONS

As provided in the Vientiane Agreement of February 21, 1973,
U.S. aid activitles in Laos should be limited to projects
agreed upon with the Provisional Government of National
Union and designed to benefit all Laotian people, regardless
of political allegiance,:

Specificaily, we recommend the following:

1) Termination of aid projects associated with.the DoD
or the CIA in Laos. Contracts with Operation Broth-
erhood and U,S. Mission projects of General Techni-
cal Support and Air Technical Support are the most
obvious. )

Pevelopment of projects acceptable to the Provision-
al Government of National Union for providing emer-
gency rellef and resettlement assistance to refugees
in all parts of Laos, In addition, reconstruction
assistance should be provided, especially in heavily
bombed areas,

2)

3) Contributions as planned to the Foreign Exchange
Operation Fund, which the PGNU has already agreed to

accept,

PL 480 PROGRAM (FOOD FOR PEACE)

Laos is the only country in Indochina with a Food For Peace
program consisting entirely of donations under Title II (see
discussion of Food For Peace under VIETNAM, above). This
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program should be continued at the projected level of
$2,514,000. A distribution system should Le worked out with
the Provisional Government of National Union that will allow
needy people in all parts of the country to benefit,

MILITARY ASSISTANCE PFOGRAM
(in millions of dollars)
FY 1973 Actual

FY 1974 Estimated FY 1975 Recquest

353 78 86.1
Although Laos is closer to peace than it has been for
years, the Nixon Administration is now requesting more
military aid to the country than was programpecd in FY
1974, Because a detailed description of the IY 1079 re-
quest is not publicly available, we have based our annly-
sis on the Defense Department's FY 1974 military aid re-
quest for Laos™, and on an April 1973 Ccnate starf report
which discussed Awmerican plans for militiry assistunce
after the signing of the Vientiane Avreoument. In exanin-
ing the general components of the pru,r.a, have tricd
to determine thelr conformity with the February 1973
Agreement and its September 1973 Protocol.

Wi

MILITARY SUPPLIES AND EQUIPMENT

Article 3 of the Vientiane Agreement forhids the entry
of all military materials into Laos except those stipu-
lated by the Geneva Agreements of 1904 and 1992, These
Agreements allowed the introduction of only those war
materials necessary for the national defense of Laos.

The Nixon Administration has invoked the Cineva provi-
sions to justify its continuing supply of arms to Vien-
tiane.'” Between April and December 1973, the Department
of Defense delivered $117 million worth of military
supplies and equipment to Laos. 1%

*In FY 1974, military aid to Laos was under the Military
Assistance Service Funded Program (MASF). For FY 1975,
it has been transferred to MAP.



Now that the Provisional Government of National Unjon
{PGNU) has formed, the replacement of military supplles
and equipment is subject to new conditlons. Article
17 of the Protocol on the Agreement states, "In cases
.where It is necessary to replace armaments and deteri-
orated .war material, a discussion and unanimous deci-
sion by both parties is needed." In other words, the
consent of both segments of the PGNU--the Royal Lao
Government and the Patriotic Laotlan Forces (Pathet
Lao)-is required to determine that incoming materials
are for national defense purposes and not for use by
one faction against the other. '

Congress should not consider approval of MAP funds for
military material for Lacs unless specifically and unani-
mously requested by both parties of the PGNU,

SUPPORT OF LOCAL FORCES

In July, 1972, the Department of Defense assumed funding
responsibilities for the Meo irregular forces who were
organized, trained, equipped and controlled by the CIA,
Although these irregular forces have formally been inte-
grated into the regular Lao army, they have kept their
integrity as units. As of April, 1973, three months
after the signing of the Vientiane Agreement, the Defense
Department was still pQ%ing these units by channeling
funds through the CIA,!

In June, 1973, the Defense Department requested $10.9
billion under the category of "Personnel Support: Sub-
sistence” in its proposed FY 1974 military aid program
for Laos. Presumably, the funds ultimately programmed
in this cate§ory supported the Meo forces and their
dependents.1

Article & of the Vientiane Agreement and Article 16 of
the Protocol require the liquidation and removal of
"The 'Special Forces' organized, armed, instructed,
commanded by foreign countries." Defense Department
funding of these 'special forces" is inconsistent with
those articles,
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SUPPORT OF THAI TRREGULARS

In late 1970, the U.S. began raising an armv of Thai
irregulars in Laos to reinforce Royal Luao {overnment
troops in the war against the Pathet Lao ¥ Py 1373,
the number of Thai troops in Laos had reached 17,000.19
The Armed Forces Appropriation Authorizaution bLill for
FY 1973 outlawed American support of third-country wil-

itary forces in Laos, To circumvent this vostriction,

the Administration has maintaincd that tre in 41« reinariesg
are '"local forces," a justification charocierized in a

P - ]
U.S. Senate staff report as a "tratsparint ficticn,"-9

As of April, 1973, the Defense Departe: ot i

H R
Py g

Thais on the same basis as the irr.galar Moo forces,
by channeling funds through the Cla. At that time,
Senate investigators were tol.d thut the Thiis would
leave Laos "once the sixty day pericd {for witiviraval
begins to run following the formation ot a provisional

government in Laos. "2l

Support of any irregular Thai forces remaining in Laos
after June 4, 1974 would violate Article 4 of the
Vientiane Agreement, Congress should deny any FY
Military Assistance Program (MAP) funds requcsted
this purpose.

1675
tor

SUPPORT OF U.S. MILITARY PERSONNEL

For years, the U.S. Army and Air Force Attache Otffices
in the American Emsassy secretly airccted U,S. military
operations in Laos.” In addition, A,I.D.'s Requirements
Office in the embassy administered the delivery of mil-
ftary items., In July, 1973, the Defense Department took
over funding of the Requirements Office, requesting $3.2
million for the next fiscal year.

Article 4 of the Vientiane Agreement requires the with-
drawal from Laos of foreign military personnel and dis-
mantling of paramilitary organizations within 60 days

of the formation of the PGNU. The State Department has
acknowledged that 30 Americans will continue to work in )
the Defense Attache Office after the withdrawal deadline.?3
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The U.S. maintains that the presence of these military
personnel {s not in violation of the Agreement. In the

past, however, it was just such personnel attached to the
U.S. Embassy who ran the secret war in Laos,

Congress should not approve any FY 1975 Military Assist-
ance Program funds requested-to support operations of the
Defense Attache Office in Laos. Instead, it should encour-
age a corplete withdrawal of American military and para-
military personnel, in the spirit of the Vientiane Agree-
ment.

SUPPORT OF U.S. CIVILIAN CONTRACTOR PERSONNEL

The largest single item in the Defense Department's

FY 1974 request for military assistance to Laos was for
contractual support in the category of "Operation and
Maintenance." Presumably, this budget item included
the funding of U.S. civilians working for companies
which have contracted to perform military or
paramilitary support functicns.

Just before the signing of the Vientiane Agreement, 80
percent of the U.S. contractor personnel in Laos were
employed by Air America and Continental Air Services,
two companies with CIA ties. Alr America in particular
las a long history of covert military involvement in
Laos. Both companies' recent services have included in-
direct air support for the irregular Lao and Thai forces.25
After the signing of the 1973 Vientiane Agreement, the
U.S. Embassy intended to reduce significantly its con-
tracts with Air America on April 1, 1973. Staff invest-
igators of the Senate Foreign Relations Committee were
told that the Embassy had planned the reduction "as a
clear signal that the United States intended to comply
with the provisions of the ceasefire Agreement. On the
evening of March 31, the Embassy learned that 'DepChief®
in Thailand had been instructed not to reduce the Air
America contract."
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Article 2A of the Vientlane Agreement requircs [orcign
countries to end "all types of military activitivs,"

and Article 4 requires the dismantling of (oreign para-
military organizations. These provisions would Jxolude
the continuation of military or paramility support
functions by civilian contractors, cupcvially ol the
kind performed by Air America over the past decale,
Congress should not approve any FY 1475 “iv jaomds re

quested for civilian Defense Departrmcent contravtor:
in Laos.

RECOMMENDATIONS

In keeping with Article &4 of the Vientiane Ajrcemunt
and Article 17 of the Protocol on a Coalition Gouvern-
ment in Laos, Congress should not consider approval of
MAP funds for replacement of military matcria!l in laos
except In cases where they are unanimously roquested
by both parties in the PGNU.

In keeping with Articles 3 and 4 of the Vientiauw
Agreement and Article 17 of the Protocol, Congress
should deny any FY 1975 MAP requests to support:

-- local "special forces" organizued bty Lhe
CIA including those now intdgrated into
the Lao Army;

-- Thai troops;

-- American military personnel or direct-
hire personnel staffing the Defense
*Attache Office of the U.S. Embassy in
Vientiane;

-- American civilian contractual personnel
who perform military support or para-
military functions,
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