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FOREWORD

floUSE OF REPRESENTATIVES,

COl\Il\IITTEE ON FOREIGN AFFAIRS,

lVashington, D.O.,.JuZy fJ5, 1974.
This report has been prepared for the Subcommittee for Review of

Foreign Aid Progntms of the Committee on Foreign Affairs by a staff
survey team comprised of ~Iessrs. John J. Brady and John H. Sulli
van, staff consultants to the Committee on Foreign Affairs.

The findings contained in this report are those of the staff. survey
team, and do not necessarily reflect the views of the members of the
Committee on Foreign Affairs.

THOMAS E. ~IORGAN, Ohairman.
(III)



LETTE.R OF TRANSMITTAL

JULY 25, 1974.
Hon. Tnol\L\s E. ~IORGAX,

\Clwll'71wn, Oommittee on Foreign Affairs,
iIlouse of Represe'ntatives,
lVa.'Jhington, D.O. .

DEAR lUn. CIIAIRl\L\X: There is transmitted herewith a report of
a staff snrvey team composed of the unCTel'signed stair consultants to
the Committee on Foreign A ft'airs. The team visited sites in Indochina
and elsewhere in the Far East and Pacific between April 15 and
~Iay 10.

'the purpose of our mission-and the subject of this report-was
to undertake an on-the-spot review of current conditions in Vietnam,
Cambodia, and Laos, particularly as they rebte to U.S. policies and
programs of economic and military assistance to those conntries.

In fulfilling this assignment, we spent 10 days in Vietnam, visiting
each of the four military regions, 5 days in Cambodia. and 4 days
in Laos, with corollary stops in Japan, I-Iong leong, and CINCPAC
in I-Ia,vaii. In each of the three countries, we met with the 'American
Ambassadors and their staffs, Agency for International Development
(AID) mission personneL and U;S. military authorities. ,Yo also held
nnmerons discussions with host govel'nme~lt officials, representatives
of international organizations and voluntary agencies, American
newsmen, and other individuals with information to impart.

In each of the three countries of Indochina we visited, the American
Embassy cooperated fully in arranging a full schedule of meetings
and activities according to our wishes. Included were a number of
field trips into outlying areas of the countries to view refugee camps,
resettlement sites, and AID projects in agriculture and fisheries.

The results of our investigations were enhanced by briefings and
meetings held in ,Vashington, both before and after the mission, with
officials of the Departments of State and Defense, ArID, and the
General Accounting Office, and with private experts.

To all those persons who assisted us in gathering the information
\which is the basis for the report, we wish to express our recognition
)of their help and our deep appreciation. '

.JOHN .T. BRADY,Stafj Oons1.11tant.
JOHNH. SULLIVAN, Staff Oonsultant.
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UNITED STATES AID'TO:INDOCHINA
:"1 •

INTRODUCTION

: Approximately 1112 years have elapsed since the Agreement on

]
End.ing the 'Val' and Restoring Peace in Vietnam wassigned in Paris.
During that period all American ground combat troops have been

~ removed from South Vietnam, and U.S. air actions terminated over .
Vietnam,Laos, and Cambodia. \ '.

As a resliltit was possible for the President in his April 24 message
to Congressonforeign aidtonote that the "longest warin onr history"
had been ended and thrit no Arilerican troops were serving in combat

-£01' the first time in more thana decade. . ,. ,
And yet in this "postwar" era;'the war rages on in Indochina.
In Cambodia, the fighting continues to be heavy as the I(hmer Com

munists attempt to capture suiTounded provincial towns and disrupt
lines of communication into Phnom Penh.
, In Vietnam, the level of conflict has diminished from the intensity
of 1972, but continues to produce significant destruction and casualties.
In 1973, for example, the Government of Vietnam suffered losse~ of
13,000 killed and 55,000 wounded. The other side is reported to have

-~\ sustained 49,000 killed.

)
Only in Laos, where a coalition government has been established

has there truly been a cessation of hostilities and a semblance of accord
between the antagonists. . , ,

The state of continuing conflict in Indochina raises the issl1~e of the
future U.S. role in that part. of the world and of the levels of U.S. aid
to thecbuntl'ies of Indochina..

The executive branch has requested Congress to authorize enhanced
levels of economic anclmilitary aid to Indochina. A significant portion
of tJmt aidis contained in the Foreign Assistance Act of 1974, which
is within the jllrisdiction of the Committee on Foreign Affairs.

The fiscal year 1975 request for Indochina in that'bill iridudes :
• ' Million

Indochina postwar reconstruction____________________________________ $943. 3
Cambodia military assistance program_______________________________ 1390. 0
Laos military assistance program .-:- .:._____ 90. 0

.~' ~'otal ~ 1,423.3

- 1 Figure contains supply operations costs. '

'Vith regard to' continned U.S. aid to Vietnam, critics ~rgue that
President Thien and the Government of Vietnam (1) have stifled poli
tical opposition, (2) have refused to deal with the Provisional Revolu
tioilary Government in accordance with the cease-fire agreements, (3)
ha'/e refused to permit elections with Communist participations, and
(4) have failed to end hostilities.' They contend that conditions can
only be remedied by termination or sharp re<;luction in U.S. aid.

:11
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U.S. officials in' Saigon disagree. It is their view that (1) President
Thieu has the overwhelming support of the population and that he 'has ,
been able to establish a strong political base throughout the country;
(2) the political opposition in South Vietnam, which is present and
rrctive, has been unable to' form any kind of a coalition which would
offer aI\ aGceptablealtel'native;.and (3), both' sides.~reguiltyof
violating'the terms of the cense-fire, particularly the North Vietnamese
w~ho have infiltrated over' 100,000 troops and substantial ainollllts of
equipment and supplies il1to South 'Vietnam since th~ cease-fire. Con
sequently, they believe that U.S. aid should be continued at present or
iilcreased levels. . ( '\

This report is an attempt to'l)l'ovide the committee with rin inde--.~,/
pendentasse-ssment of the sitnation in Indochina as it relates taU.S.
aieL The report is divided into three parts, 0!le for e.ach .of the three
Indochina countries visited. In each the major findings and conelu
sionsare stated in a sentence or two; with several paragraphs of back-
ground and explanation folli:)"\ving. '



\

VIETNAM

'1.' As longus th'e cUl'l'ent level of hostilities c~ntinues in South '.
J1ietnam, its sUI'vival depends upon sitbstantialeconomic and mili-
tary assistance fro",: the United States. -

'\- The presence of the substantial military threat posed by the large
,.,,1mmber -of NorthVictnumcsc troops in South Vietnam, and their
demonstrated willingness to use those forces in offensive operations,
req11ir~ the Government of South Vietnam to 'maintain-a military
establishment.of1.1 million which is- disproportionat~ to its population
or, resources. "..

This places an' almost intolerable burden OIL an economy that is
already ,veakened by years of war, the Gommunist invasion of 1972~

and the loss of almos~ $235 million annually as a result of the U.S.'
troop withdrawal.
. There' were great hopes when the cease-fire became effective

in .January 1973 that- peace would enable the Government of South
Vietnam' (GVN) to make the transition from a war-survival-type
economy to one' of reconstruction, development, and eventual sel£-
sufficiency ~ . .

Those aspirations have not been realized. For, in addition to a con
-,tinnation of the war; the year' 1973 was economically disappointing.

~\ sustained business recession, accelerating domestic inflation of about
/50 percent during the year, and a -dramatic ,inercase '~n -world, prices.

of fertilizer, foodstuffs, and petroleum combined tq depress the eco
nomy. The physical.level of imports-fell to 65 percent of the peak year I

of 1969, in spite of a 3,5 million growth in population. - , '
:lTnemployment has increased and incomes have declined.
As a result, South Vietnam faces a difficult time economically -iIi

197/!-75. .
The political position of the Government of SO~lth Vietnam has been

strengthened since the cease.;fire l largely as a result of politicalsupport
and economic and military assistance provided by. the United States.,
And in spite of a snbstantialmilitary threat. in the South -it is unlikely
that the North Vietnamese can win a military victory. Rather it is
likely that the Commnnists will probe for political and military ?Oft

,-,~p,ots and attack selectively while attempting to disrupt 'the. economy
bf South VietnamW'hich is the area of greatest danger to -the political

-../stability of the Saigon government. -,
The 'Val' may, therefore~ have entered'a new stage: i.e. a battle .:for

the econqmy of Sonth ViBtnam. If the level of hostilities does npt in
erease,. the Government of Sonth Vietnam, will be able to devote more
resources to reconstruction ~nd development, thus improving its
ehances of winning this phase Qf the War. ' . -

Success, however, depends upon external assistanee. Since, adequate
. I assistance f~'om other. cOlllltrie's is not -likely; the TIlajor share 01 the

resources, economic and military, will have to be provided, by .the
U:nited States. The question is, ~ow'll1nch and for how long?'

36-879-:""74-2
(3)
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2. Notions of "economic self-sufficiency" for South Vietnarn
and a virtual end to_ U.S. economic aid programs by 1977 appeal"
unrealistic uT1:d premature, even if aid funds ar~ significantly
increased for the next 2 years.

Some U.S. authorities in Saigon, including' the U.S. Ambassador,
believe that South.Vietnam is on the 'verge of an economic "takeoff"

•similar to those which have occurred in South I{orea and Taiwan.
In order to launch, South Vietnam's economy, they have strongly

recommended a massive infusion of economic assistance from' the. '
Trnited States, totalin~ about $850 nlil1ion during, each of the next
2 years. By fisca~ 1077. t,h~y contend, Vietnam's economy ':rill ~)P, strOnge
enou~h to permIt the UnIted States to phase out economIC aId almost
completeli . ',. '

In fact, the U.s. Ambassador told the study team that he would
not object to a le~islated automatic cutoff of economic aid to Saigon
for fiscal year '1977, if sufficient funds were forthcoming from Con-
gress in the prior 2 years.' ,

This optimistic projection is based on a variety of tfl<;tors: Viph)'lll1
is relatively wellelldowed with natural rPRources, narticularly timher
and fisheries-with a prospect of oil. The population is g'en~ralJy

hard-workln~, hi~hly motivated toward literacy and education, and
disciplined by Asian standards. Substantial infrastructure left from
the war remains to be used. The country has many rich rice-growing
areas with prospects for export sales.

Granting,the many conditions favorable to growth in SOllth Viet-
nam. thA "takeoff" theory must be Questioned on several grounds: . .

(a) To the. extent optimism is based 011 the discovery of oil in 01'/

f!1'mmd VietTHIIn. it is highlv speculative. Even if oil is fonnd, at least~
5 years could elapse before petroleum exports become a significant
foreign exchange earner. , ' ..'. '

(7)) To discuss the .economv ,of '~(mth Vietnam withont refpl"p'JlCC
to the security situatlon is lnipossible. An 'economic spurt would re
quire that hostilities be c01lsiderablv reduced from currelltlevels.Such
a dpvelonment is not, now in prospect.

(c) The nonulation p'rowth rflte of Vietnam is rOllQ'hly 3 percent
rmnuallv.At that rate there are nOO.OOO new mouths to feed annually.
One projection indicates that within '0 years. even with rImmed pn-'
hmiced agricultural prodnction. the J\fekonrr Df'lta region will beublc'
to feed only its own "people, ,vith little left for the rest of Vietnam OT'
fo~exporL, '

Rpalist,icaliy~ it would f1npf'ar that rapid economic self-sufficienc'V
for ~ollth Vietnflffi is not likelv. As ~l mflttcr of fad hoth the Ap'pnc~(
for Internat'ionalDevelopment iIi 'Yashing'ton fInd the ",Vorld Bank '--~
f'stimate that substantial' fomig11 assistance will be needed o;ver the
ne,t ;) or 0 years.. .

Acco1'ding to the data contained in the fiscal year 1975 COllQ'res
sional Presentation Book AID estimates that it may he possible to
phase out g-rant-type economic assistance in about 5 years. . '

A recent 'Vorld Bank mission report on "The Current Economic
Position and Prospects of the Republic of Vietnam" also concludes
that SOllth Vietnam will require substantial grant assis~anee for the
foreseeable future. ..
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Assuming'Victnam export gains of 20 to :30 pcrccntper annum. thc
I,Vodel Bank report .concludes that "it will be i980 before a foreign aiel
level: nUtch below the $670 million mark antici-pated by the Govcrn
ment for 1974 will be consistent with a reasonable amount of economic
recovery and gro~vth'':~,.* ~'.but,it seems clear;: that South Vietnam
will need, in the ri~xt few, ye'ars, atleast, more'_exterrial support tllaIl
thc $560. million that was available in'1973, if, much, progi'ess on, the
reconstruction-cum-development front isto be'achieved. Vietnam pres~

ently lacks creditworthiness for aid' onanythirig'but the softest pos
sible terms." "

J 3. A reasonable amount' of economic recovery and growth' can
" be funded in Vietnam for substantially less than is being re;.

quested for fiscaI.1975.. . , .
For fiscal Veal' 197!l the executive branch has'renuestccl $750 million

for South Vietnam. Originally, the fiscal year J!l75 foreign assistl1lwc
request ,vas to have been $600 mi]]ion.~efore the preparation of the
draft congressional presentation and prior to submission of the legis:'
lative request to the Congress, the U.S. Embassy in Saigon 'asked for
an additional $250 million for South Vietnam hased upon the theory
that a massive short-term infusion of aid wouldl'esult in an economic
takeoff. Subseclllent1y, lIon. Daniel Parker, Administrator, Agency for
International Develo.mnent (AID) and Robert NOCltel< ,Assjstnnt AA
ministrator, Bureau for Supporting Assistance, AID, undcrtook a SUl',

veyof the situation in Indochina. The fiSC9J ycar'1975 program for
South Vi~blUm was then increased from $600 to $750 million.

'''\ . The funds are to he usc:l, as follows: ,
) .~'.T:_'~< -, VIETNAM PROGRAM SUMMARY

,~ . , [I'n millions'of dollars] .

I~dochina p~st~ar' reconstruclion. ~-

Fiscal year
1973

actual

, 312.3

Fiscal r~~~
estimated

399.0

1st fiscal
year 1975
proposal

600

Final fis'al
year 1975
proposal

750.0

Difference
between 1st

and final

150.0'

Humanitarian assistance_______________ 40.0 85;0 105 135.0 30.0
Reconstruction and developmenL______ 29.7 15.0' 100 227.7 127.7

J~3~sm~I~~~~~~ri6riLT·L==t====.=======:=======·==========:===: . ~g~ l~~',~ -(lt~)Transportation and'miscellaneous "· · ,. ~: . '. ,. 45 . 47.3 2.3
Commercial import program____________ 226. 2 '2J4.0,~_~~_I_~; . '_ ~ ._

,~~~~r~~a~~~ffoo:~s=============== ===== ~~~ ~_ ~g: ~ ======== ===== === =~== ====,= == ======== == === ==Population planning and health_ ________ (.8) (.8)_ ______ _ _' (1. 0) -__

In ad,dition it 'is estiinated that non-U.S.' assjst:;\nce fl'om.Tapmi,

J ',Fran~c, ',Vest Gcrmany, Australia, and the l\sia'riDcvelopment Bmik
will approximate the 1973 levcl of $80 million. " '

According to the vVorld Bank report, the Govcrnment of South
Vietnamunticipatesabout $670 million exterilal assistance in 1974.
Thisis $80 million below the amount re(lUested by the executive branch
and includes assistance fronl other donors. It is therefore possible that
the requested figure could be reduced by $160 million to $590 mil1ion
without serious repercussions to the economic' stability of South
Vietnam. .

)
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At th'e same 'time,such unaidamourit would not entail someof the,
potential dsksofsubstaritlallJ larger amounts ; that is, it would not
increase Vietnam's' dependency· on o'utside aid. and tln~sreverse the
"weaning away" process, nor would there 'be aprobleinof the useful
absorption of the fund!:) in the Vietnamese eeonom~.

4. To offset any adverse political implications of: a significant
redqction in requested economic aid to Vietnam, .the Congress
miflht wish to con~idera2-yearauthorization.: .

The U.S. Ambassador to South Vietnam believes tlult the levels of
U.S. assistance arc asignificallt signal to Hanoi about the firmness C--\
of American commitments to the Government of South Vietnam.

According to that view, if the levels of U.S. aidq,re increased sub
stantially over fiscal year 1974 amounts, it would tell the North Viet
namese that the Utlited States remains unwavering in its support of
the Thi~u government. They may become discouraged enough to cease
hostilities. On the other hand, if aid requests arc cut substantially by
Congress, there is danger that Hanoi 'will read weakness of resolve
and be emboldened to an all-out attack. ,

This kind of .logic 'and linkage is troublesome. The United States
should never put itself in a position in which the levels of its foreign
assistance programs are synonymous with the degree of its commit
ment. The United Stutes would be no less committed to SouthVietllam
at un aid level of $590 million than it would be at $850 or $750 million.
, Since the "signals" argument is likely to he used in opposition to
any substantial congressional reductions in aid to Vietnam, the Com
mittee on I~"'orcigll Affairs might consider recommending to the Con-,
gress a 2-year authorization of economic aid to Vietnam. . ;

A 2-year~ntliorizution \vouldhave scveral advant~ges: \'-
,(a) It would offset the argument that Congress by· substantial re
ductiolls in the administration's fiscal year 1975 request for South Viet
nam would embolden the North Vietllamese and retard the ultimate
end of the war.

(b) It would signal the North Vietnamese that the United States is
not preparillg" to "walk away" from ~outhVietnam in the near fllture.

(c) It would permit more comprehensive, medium-range ,economic
planning on the part of Saigon. . ' ,

5. Consi.tf,el"ation shoulq, be giv~n: to permitting tile Over~e(ls

Private Investment Corporation (OPIC) to guarantee some U.S.
private inl).estml!1J.tin .South VietTlam~ buJ with a ceiling on indi-
vidual investments. . ,_

If the United State~ 'is going to continue to provide economic andl,
lllilitary assistancc to South Vietnam it makes no sense toex;clude in
centives for private American companies to invest in that country.
The stimulation of private invcstment is needed to help South Viet
nam ~s movement toward economic self-sufficiency 'us well.as to cushion
reductions in grant assistance programs. '

: -There is substll.ntial interest in South Vietnam ol1th~partof several
U.S. investors who would like to use OPIC's programs, providing such
programs were'l1vailable.. '

France and Japan have instituted programs to provide investment
insurance on a limited scale in South Vietnam. It is incongruous that
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the United States,which is the .largest contributoroffol'eign assist
ance to that 'country, does not encOllrlige pi'ivrtte iiivestillent. Thcre are
very littledata available Oil the Fl'ench progi'am~TI~e'J apn-ncse, how:'
evei>, ha,~e Hmifed investment coverage to projects oI $2 million in arca~
wheresecurity does not present a problem. This is a sound approach.

The I-IouseForeign Affairs Committee recently to'ok action to per
mit OPIC guarantees to be issned for investment in Indochina. In
the report ticcompanying I-LR. 13973. Ovcl'seasPrivate Investment
Corporation Amendments Act of 1974, the committee al)proved the
.follO\ying recommendations from an earlier report' prepared by the

f'J- Subcommittee on Foreign Economic Poli,cy :
~- ' In keeping with the general policy of trying to facilitate.

the rebuilding of ,var-torn Indochina. the subcommittee be
lieves that prudcntexercise of OPIC's authoi'ity should be.
permitted in this area. However, in view of the continuing
political, economic~ and military uncertainties in Indochina,
the subcommittee directsOPIC 'to consult with the relevant
committees of the Congress to every extent possible concern
ing its plans and operations in South Vietnam, Laos, and
Cambodia.

The full co:r,nmittee stated that the foregoing should be the guide
Jine for OPIC's activity in Indochina and that OPIO should pl'<:lYide
the committee '"tith :for'mal documentation of its operations in Indo
chiIia.' including plans for its overall pr:ogram and specifics on incli
vidual investment projects.' ,

\ Given the security situation, however~ it would not be prudent for

)
the TJnited States to encourage excessive investmcnt, or to commit
itself to rruaranteeing large multi-million-dollar projects in high
security risk areas. .

There should, therefore, be a ceiling on both the, total amount of
OPIC guarantee!, in South Vietnam and perhaps a limitation of $10
million on each individual investment. Documentation as cllllcdfor
in the committee report should be made mandatory. '

OPIC should be permittcd to operate in Laos as well, but onlY'llllder
the limitations recommended above; Because of the poor security con
ditions cnrrently cxisting in Cambodia, OPIC should be precluded
from activities thcre. . .

6~ The Communists' P,~ovisional RevolutionuJ'y' Governlnf.mt
(PRG) in'South Vietnaln is virtually ashell since it controls only
a small percentage of the population; its militaryarnz, the Viet

',-,Jcon iJ•has been weakened considerably over the years; and its sur
vival appears to be dependent upon the continued presence. of

. North Vietnamese military forces. It renlains, however, an impor-
, tant factor to be reckoned with. '

It is widely believed that theVietcOlig(Vc) infrastructure I which
was almost completely destroyed during the 1968 Tet offensive, has not
recovered. There are 1'10 local units worthy of the name, although the
Vietcong are capableoI sm'all-scale guerrilla activity with, support
from the North Vietn'amese Army. As a consequence the VC has em
barked UpOIl' a {)rogramof tertorisJ.l1 and assassinatiOli-a tactic which
has alieil:ated most 'of the population including many of their fonner
supporters.' '

'\
I

)
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According tot(S. sotll"c'es D4:'1)ei'ccnt of th~:poplL]~tionof South
Vietnnm live in areas,controlled by the Government. 'Five percent live
in contested areas and less than 1pcrccilt in areas where a viable PRG
structm'c exists., '

This is close to the Communists' claim that they' actually control
about 12 percent of the population. '

The weakness of the Vietcong and hence the PRG in SouthVietnam,
was substantiated in a Commu\1ist document which was captured in
February 197,-:1:. A directive on "political reorientation and training,"
the doclul1ent concluded that the '.'liberated areas"of South Vietnam
are largely unpopulated, the Communist party strncture weak, and the C
guerrilla movement almost nonexistent. . ,
<. Based npon this, and other evidence. TTnited States a~1dVietnamese
officials are, convinced that there would be no' war or insurgency-in
the South if it were not for the participation. ofN'orth Vietnamese
milital'v fol'cPs.. " "

The PRG. ho,~:e,;er, ren1ains a "ractor to be reckoned ,vith.Backed bv
the NorthVietnamese:,varniachine, iterin be asource' of harassmmit
nnd sabotage against the GVN to cripple Saigon's efforts .atrebllilding
its war-torn society and moving toward economic development.

For example, the VO has made resettlement villages a particular
target of hostility, recognizing the importance of this program to
reconstruction efforts. One site visited by the study teRm had been hit
by IYlOrtars a short time before; villagers almost daily were falling
victim to boobytraps while clearing brush. " "

Because relatively' few forces are required to carryon terrorism, ~
such aeti vities by the PRG and VO can be expected for the foreseeable (
future-particularly directed at efforts to build an .agricultural and "'
industrial base for development.
, Politically, too, the 'PRG is' in:ll)ol'tant." Its status recognized in the
Paris agreements, it will continue to trv to score diplomatic victories
nfSaigon~s exp¢nse, and to discredit the Thieu regime by stories of
GVN repressi?n,political prisoners, and unpopularity.

, 7. Cluirns that 200,000 political prisoners are beiflfl held by the
GVN are vastll! inflated, but of the estimated 35,000 persons be
lieved to be helc) in South Vietnamese prisons. some-exact num
bel'S are impossible to cite-:-must be considered within a {{political
prisoner" categm·y.

One of thenlOst difficult political problems facing the GVN is the
"a llegation that' some '200,000 Vietnamese citizens are being he~d in
:prjson for political reasons.' "C
' This charge has gained great'Cllrrency throughout the world and

11a8 frequently been used by its politicalillltagonists to flog the Saigon,
goyernment. . , .. ,
, The GVN, on. the other hand, denies that it holds any individuals for

politicalrcasol1s. ' , , '. ' "
. In a. stated effort to substantiate or refute allegations of political
prisoners~theU.S.~Iissionin Saigon has conducted what appears to
-be an objective and reasonably' comprehensive survey of the prison
:popnlafion.in Smith .Vietnain~ The' survey. concluded .that: the total
'prisOl! aild"detention :populatibn ih, South 'Vietna~l1,in;July~August

1973 (time franle of the survey) was abollt 35,000. Accm:<;ling. t<:> ~he
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,'i{0I>ort, "thi~ figul~e comprises :prisone~s of all types,hot j~lsf'l)olitlcal
prisoners' howeverdefined."'. ..... ..' " ....: ;:',' ..:.'

. ;The U.S.: Embassy has 'not; howevei', attempted 'to,uscei·taiilho\v
many among the, 35,000 might be considered political rrisoners. It has
genel'allyaccepted the GVN line' -about the nonexIstence of such
}1l'isonel:s. When names of alleged political detainees a,re given to the
Embassy, they are checked out with the :NIinistryof Interior which
runs the prison system. The ~Iinistry's replies are accepted as the
definitive word and no fUl'therchecking is done. .
.Thc allegation about 200,000 poli~ical prisoilers apparently ol'igi-

Jli~ted wit!l,a._R~dell!ptori~t .priest, .Father Clum Tin, who is a ,critic
~. of the Smgongovernmcnt and head of'tt "Comllllttee To Reform the

Prison System." . ,r-: .. ' ,: ".. • '.'
lIe and. other opponents of the government allege that,many of the

pl'isoners have been arrested without criminal cause, tortured, and
detained without trial. .

The survey team met with Father Chan Til} at his ehul·cl{.inSaigon.
Present were five relatives of prisoners who claimed that their family
members had beenarrcsted solely because of opposition to the
aovernment.'· .'
~ . . '.

To discover the full truth about political prisoners in South Viet-
nam is a very difficult task. The search is not fulfilled by accepting the
nllverified figures of government opponents. nor by visiting Con Son
Prison undel' GVN auspices in order to declare that no pol,itical pris
oners are being held there.

,",Yithin the limited time and opportunities available to the survey

)
"" team. it is possible to make the follmving observations:

(a) The task of hiding 200,000 political prisoners (1 percent of the
population-not to melltion feeding and honsing them--:-would be
impossible in a country with the size and characteristics of Vietnam.

.( b) Since each Vietnamese can conservatively be said to have at
least!) relatives, itt least 1 million people (or [) percent of the popu
lation) would be related to someone held as a political prisoner. Yet
Father Chan Tin introduced us' onlv to five self-declared relatives of
political prisoners, two of them alr~ady internatiOllally known cases.

(c) On the' basis of information obtained from varions sonrces
official as well as nongovernmental in South Vietnam----:..-it appears that
there arp, some Vietnamese citizens bein!1,' held who would fit even
narrow definitions of "political prisoners."
. In an effort to clarifv the issue. it would seeril advisable for the
Government. of South "Vietnam to agree to pei'mit an impartial

\ international group, either the International Committee of the Red
___) Cross 01' some ad hoc study team to inspect all of the prisons and inter

"iew the prisoners. This is the only way to either prove or disprove
the allegations being made against the government. . '

",Vhile snch a stlldycould be objectionable on the grounds that
.it violates the sovereignty of South ·Vietnam•. the world~vide.political
,ac1vantagesto t.he GVN could ,veIl outweigh thedisad,rantage~ofsuch
a study. The Embassy should make the GVN aware of the~gn~at'~{)ll

,cern in the United States over the prisoner: issue, in order to.elicollrage
,possible action along the aboy~-desGribedJines... ' . , ', .. ,'.

Another frequently made claim is that the prison 'systel'n in South,
Vietnam is supported with funds provided through the U.S. foreign
assistance program.
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In the past that was true. The lJnited States has contributed sub
stantially to police 'and related programs over the years. Total amounts
expended through March 1974 are : $28~2 million for pU;blic safety tele
comml1nicatiOlls; $67.5 million'ro'r; 'nationHlpolic8 Rlwnort. n-nd $1.7
million for corrections centers"":"-for agrand total of $97.4 million.

Such aid is, however, being completeJy terminated pursuant to the
provisions of sections 112· and 801 of' the FOreign Assist-anceAct or
1973 ancl section 112 of the Foreign Assistance and Related Agencies
Appropriations Act of 1974. " ,-' ,

Although some U.S. officials in Saigon voice their disapproval of
the congressional-action, evidence is that they are complying: with the'-'\
law and that U.S. support for police and prisons in-SouthVietnamis~
in the final phase of termination:. . -

8. COJ"rup'tion is still too prevalent in South Vietnam, and efforts
to deal with it have not met with great ,success. Embassy officials
admit that they do not know as much about the extent- of this cor
ruption as they should.

Coi'ruption in South Vietnam is a serious problem with a long his
tory. Conditions breeding corruption include inadequate salaries of

. public servants, inadequate training or screening of military leaders
m,d civil servants, a tradition of personal favoritism and' nepotism,
and the same tolerance toward "squeeze" that is found in most less
developed countries. The situation in South Vietnam has been com
pounded by ,val' which by its very nature fosters corruption.

For example, village leaders are forced to pay for various services
which should be free; i.e.~ protection and land clearanee. In one resct-.
tlement village, an American 'Catholie priest who had volunteered t(
live and work there; eomplained that "the Father in eharge of our,, __
village paid the forest offieials just 2 days ago in spite of my warnings
not to. The last priest I worked with, a strong man~ paid whenever he
had to. Everyone pays, pays, pays almost unbelievably." .

The South Vietnamese Government is aware that corruption exists
and has inereased its efforts to deal with the problem. There have been
Bome small successes. In Danang, for example, ir:r~~ularities in the
government's refugee relief program were uncovered and eliminated
in late 1973. ~lore recently a large smuggling- :ring- was diseovered in
Sai~on and several of those involved-reportedly including some field
grad.e military officers-were arrested. "

""Vhen asked about the problem of corrnption, hmn'Yer, sonrces at
the U.S. Embassy stated that althongh they knew that eorrnption
existed thel~e was no hard evidenee available on high-ranking govern--
luent individuals who might be involved. - , (

The U.S. Embassy has also reported "that dose auditing and end- ---/
use ehecks have demonstrated that virtually all of the funds and
commodities in our various assistance programs are being used . for
the designated purpose and reaehing the appropriate reeipients." The
U.S. ~1ission further believes that "the Government of Vietnam is
making a serious and effeetive 'effort to deal with this familiar
problem." .... .'

In view of the' fact that the United States eontributes substantial
military and economic assistanee to 'South Vietnam, every effort should

~ be made to encourage the Governm'entof !Smith Vietnam to take more
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rigorous nlc'asures to determine the extent of COl'l'uptioil, to idellfify
those· ilidiv'iduais involycd, mid t(r remove them from' posifi<'Hi's· 16'f
responsibility'. ' . i':, " . ':< ,,~;,: .

.9.,1)espite. ,i'eports to. tl~econtra,.y, .th'e ·Gover~~ent.: of. South
Vie(narrt 1iwi 'm.ade a legitimate, lind at least. initially, successful:
effortt'o l~esettlethe bulk of more than,l million refugees under
conditions of reasonable individual freedom of actioll,arzd PfJ.t.eTl-.
tiq,~~.c()no,mic ,self-sufficiency. " " t .. !;

~.• f.. . • \ I " , •

·.The.. Government of South VietI~am isphl(~ing lllaximulllelllphasis

J OIL programs .to assist families displaced 'by thewar:eithel' to i'ehli'Jl(
to their, home villages orio resettle 'on new lands. Assistance' inc1hde~ ~

tnl'nsportation" temporary shelter, land c1earance,house cOllstn1ctidii'
.allowance, food allowances until the first harvests, and allo\varices'fdt·:
agricultural cquipment and household needs. ' . , ,\

Since 1964 nearly 5 million refllgees have registered with the' gov':!
el'nment. 1'10re than 1.5 million have been; retuI'ned to their origirial
villages and more than 2 million have received full -resettlement' assist~'''':
ance. Allothcr213,000 are still receiving Tetul'n-to-villageallo'\V'ances,
while 215,000 are receiving Tesettlementbenefits. Assistance ·has'ul,so ~

been provided at temporary camps to: over 1 million refugees;gen:" ,
Cloated dui'ingand after the 1972 Communist offensive. .' , '.,.'

At the time of the cease-fire there were at least 620,000 people'in/'
refugee camps throughout South :Vietnam. By mid-April 1974·this·
figure had been reduced to less than 150,000 and it· is anticipatedsthat:

,by the end of June 1974 all of the in~camp refugees·will either',,:mr

)
l'e.turned. to th~ir villages 01' settled i~ new areas.' The' pnly eicep~idIli.·;
WIll be approxunately 13,000 CambodIan refugees In Ielen Phon:g und"

_ Kien Giang. ' ' . I j •

Dlll'ing 1974-75, plans are to resettle an additional 264,000 disphiceR l

persons who in past years were able to survive outside'of refugee
camps because of employment provided by U.S. military forces,brit
who have lost their means of livelih60das a result 6f': the U.S:,';
,vithclrawaL " ,,' ,

.Critics of the refugee program have charged that the refugee is only'
a pawn in the struggle for control of Vietnunl and that in solilecasc'S:~'

the South Vietnamcse Government uses them to extend its control into' .
contested areas. Others allege that 'the refugees are denied freedom of
movement in violation of the terms:ofthe cease-fire agreements. "

During its stay in Vietnam the study team had theopportUllity to:
dsit refugee camps and resettlement sites in all four militarY' regioils~,.'J \Ve were ,unable to verify the validity of any of the above charges.

. Rather, we observed: . " ;' . '. I, ' ..• ,

(a)' Most of the sites were not ringed with batbed ,vire,as has some-"'
times been charged. The one or two which had barbed Wire ';'vere in ;
areas subject to VC attack; the objective dearly was protection rather'l,
tlian restriction . ~ ':, '" ' . . .. ' " .... ,'~; (It

(b) Freedom' of movement at tHe camps was evident. For exa:h1l)le~"
commercial buses serve several of the sites we visitedalldtherefugees
could be seen moving in and out oft~l~'camp at wilL In.areasJike,.:
Quang Tri, where PUG areas are not ,far, away, anyone determined to \;
join the other side could merely walk ",est.. Appa~en:tly few d.o., I

36-879-74-3



".
12

(c) Complaints that resettlement sites encroach on PRG or con
tested areas are true only if one concedes all uninhabited land to the
other side. In many cases the resettlement sites are on cleared jungle
lands, which no doubt once provided cover for guerrilla activities.

In the main, the sitnation in the resettlement villages was impressive.
Land was being cleared, houses and schools were being built, market
places had qeen created, medical facilities were in place. sawmills and
charcoal kilns were in operation.

The Government of Sonth Vietnam has a vested interest in solving
the" refugee problems satisfactorily. The program is not only im
portapt .for humanitarian reasons but it is essential for eontinlled C
political stability. A large proportion of the population, unable to
earn a decent living. could become a catalyst for action against the
gm'ermnent.

Forfiscal year 1975 the Agency for International Development has
programed a total of $76.5 million for "'ar victims relief and rehabili
tation in South Vietnam. In fiscal year 1974, the lTnited States pnt
$7804 lllillion into this program. .

In addition. the Government of Vietnam has budgeted 41.5 billion
piasters for calendar 1974. This is a SligJlt reduction from the 42.7
billioil'piastel's'that vms budgeted for such programs in calendar 1973.

Once the land has been settled and pending harvest of the first crop,
AID pl'.tnrides a 7-month rice -ration to the settlers. In addition. tlU'
funds' which are administered by the capable and dynamic Dr. Phan
Q\lang Don, director of the land development and ha'mlet building
pi·qgram. are also.llsed to provide temporary shelter. sheets of roofing.
ai110t of land of 500, square meters, house and garden plot. up to g (
hecfares of land after it has been cleared. vegetable seed. handtools for \._
sm'!tn work, and a subsistence allowance of 20 piasters per day for -
() months. .

Olle'serlollsdrawback is that the settler CQuld lose the land if he does
not gcfn crop planted withiil 6 months. In some areas land clearance
has beell slow and it is unlikely that the ground will be ready before
the rainy season. stal'ts~ Dr. Don assured ihe survey team that, no one
woilld lose his land because of this situation mid that subsistence
assistallce ',,~ould be extended until the farmer could snstain himself
from his own production.

The l~esettlementefforts, while initially successful, clearly face some
sericillspro~lems. Some of the land is completely inadequate or onl~~

marginally arable. Land-clearing operations have been much slower
than planned with the result that many fewer refugees will get in a
rice'crop this ·'yeai'. Living conditions in some sites are overcrowded, C·
unsanitary, or suffer from a lack of water. Secui'ity in some instances
is illadequate or nonexistent... .

As. a r~sult, some .refugees may require resettling a second time.
Even'greater challenges are posed by the urban unemployed who are
to 15e- relocated to resettlement sites. Their adaptation to rural living
a~ter s.o~eyears ofurban life remains open to question.

JO. The land reform program in South Vietnam has been a
success and is continuing with the distribution of both public and
private lands to particularly disadvantaged groups.

l1heland reform program began in March 1970 when the land-to
tiller law becmne effective. At that time the goal was to transfer

c
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1 million hectares (2.5 million acres) during the first 3 years of, the
program. 'By, March 26, 1974, the fourth anniversary of the land.,to~;

tiller program, applications for transfer of 1,237,350 hectares had been,
approved and titles issued for 1,144,657 hectares. '" \'

Although the land reform program was designed primarily,for:
political reasons, there have been positive economic results. The pio
gram has raised the income of some 750,000 farm families composed
of almost 5 million members by an estimated 30 to 50 percent.: The
average farm family which had been paying rental of ,25 to 35 per
cent of production for use of the land now has additional disposnhle\

J income-to illYest in the land~ ~Iore importantly, there is a correlatiOll
between t~le land reform program and improved security, national
political identification, economic equality, and a demand for increase~J

agricultural technology. ,"'"
Recently, the Government of South Vietnam entered a new phase (if

the lanel l'cform, program. This phase, known as "Land to the Land
less," will involve the transfer up to 3"hectares of land to landless rein
gPps, laborers, discharged soldiers, civil servants, and others who are
willing' and able to farm.

rOlllpcnsation to the former landlord is paid in piasters :20 percent
of the value of the land in cash, and the remainder in bonds paying 10
percent interest and redeemable over an 8-year period. Compensation
payments to former landlords 'are curreritly estimated at the equivalent
of $537 million through 1981. , '

,The direct cost to the United States in support of the land reform
program from the beginning: through fiscal year 1975 is expected to

)
total approximately $47 million. This includes $40 million in dollar
grants through the commodity import program to help offsetthe infla
tionary impact of cash payments which were made to the former land
lords, and about $7 million in technical assistance and other program
costs. Included in this latter amount is $250,000 for fiscal year 1975
which will be used to fund five U.S. direct-hire advisers ($200,000)
and participant training for seven Vietnamese ($50,000). " '

According to the Agency for International Development, not much
more needs to be done in support of the program. '¥hat remains will
involve a wrap-up of advisory assistance, especially concerning land
lord compensation, identification of main living areas for Montag-nards
and granting of land titles to ~r[ontagnards.AID will also assist the
Government of South Vietnam in maintaining an effective monitoring
system to insure that there is no retrogression.

Recently there have been reports that the achievements of the land'J reform program are being eroded as a result of a lessening commit
_ ment to the program on the part of the government and efforts of the

former landlords to regain their land. '
The most publicized incident involves 181 titles to 185 hectares of

land in Bien Hoa Province. Through bureaucratic error, the land was
initially distributed despite its being exempted under the land reform'
law. Now the original owners are pressing a claim for return of the
land and the Saigon government must adjust the situation. At the
time of the visit of the survey team no final decisions had been made
and no titles had been revoked.

After looking into this and other reported incidents of backsliding
on land reform, USAID investigators concluded that the charges
"appear to be without merit."

-)
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·;nWh:.qr~.hay'e :also; been :al)egatiolls, O£'COITUi)tiOli in the ndministliatioli
Of)Jl1:11111n-,dji~~£01~lU,program.According.t()·USALD·theonly st'Ud:Y'Oll
tb~~,J~$JJ_Q. ;shQwed; a,: complilint)and, grievance' Tate. of; less than 'l'per-'
cent of the number of·people al1eetecLby the"program, antl"ollly:7
p~r~el\'ti'·;9,t:th~se.Go}pplaints;related· t9 corrilption.. The 'mission 'con
c11).d~d ltl}at"i'nerha-pstherehas .beon.some.limited' corruption, but avail::'\
nj\ll~.~~~depcaiit~,di~a tesitwas reiiiarkably l<?'wY . .'" .: . " '>:
"i{IJhGJ~tudy\~nlsslOn\\va'sunable to deterulluc the va,hdIty of theabo\"c'
cr~t*i$.m~'1Fi~oln OUt' :obsemiations· the, land: reform pr?gramhas. ?eeIij
andf;~ontrnll;es itO': be,.,a: snccess. ""Ve' have found no eVIdence that auy
:fl:ltJ;rn~).~I'who,fecej,y.adi yaJid,title)las lost his Iandthrough, leglalactibll' C
qlJ;#~/,Qeep: ;fQr,ced Offhis;lmid...The objective of the land re£brm'prd~

gr,wll'vluJ.s; lj.eel1, ,to, elimiliate land tenancy as a wa,y of life-in' South
Vietnam. ",Vhen the "Land to the Landless" phase of the pi'<j~p'ri1llhris

b~en 'completed the objective largely will have been achieved.

:ZE'Fundsem'nzarked by Congress for tlte welfare of Viet
naniese children disadvantaged by the war, particularly orphans,
c'an; usefully be increased from $5' million (fiscal year 1974) to $10
nzillion in fiscal year 1975. .

"In the.Foreign Assistance Act of 1974, the Congress, ,,,ith the recom
m~ndationof the Committee on Foreign Affairs, approved an ear
lllarking of $5. million fi'om In:dochina reconstruction 'Hssistance to be
spent for the benefit of war-disadvantaged South Vietnamese children.
X,otm,ore than 10 percent of the funds could be used to facilitate adop-
tlcm:of Vietnamese orphans by American citizens. .
,)t ,,is appa.rent that the earmarked funds have served a useful (/

P~ll~pose. \
The prilicipal thrust of the programs funded has been to prevent "---

child, neglect, child abandonment, or the placement of children in
orphanages, by offering alternatives to economically pressed families.
At the same time, efforts are made to improve the health, sanitation,
nutI;ition, facilities, and management of orphanages-some of which
operate under deplorable conditions.

,In addition the GVN supports projects serving special groups or
needs,. including (a) improvement of custodial care and therapy for
ImJldicapped children; (b) pediatric clinics, largely for children being
processed for adoption; (c) aid to intercountry adoption programs
<LJ.ld ,related child welfare activities; (d) training of child welfare
workers; and (e) midwife pediatric training. .

Once child welfare needs had been established (as a result of the
congressional initiative), AID allocated an additional $2.2 million to c-'
]'~lated projects. The GVN Ministry of Social ",Velfare has budgeted .
$1.7 million in piasters to support the U.S. effort. '

,Agreements with the South Vietnamese Government provide that
fhe bulk of the ,AID funds will be spent through voluntary agencies,
inCluding CARE, Catholic Relief Services, ",Vorld Vision, Inter
national Rescue Committee, and Holt Adoption Services.

.In the year since the enactment of the earmarking of some funds to
facilitate adoption of Vietnamese children, especially those of Ameri
can parentage, many of the obstacles which previously had rendered
a4.optionsdifficult have been overcome,

(
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At· the present time about 50 Vietpamese children per. m?ptl} are
being processed for U.S. adoption. When programsmo,~¢intq-fiIIl.gear
that number is expected to be between 100 and150 orphans monthly.

As these child welfare programs aredeveloped. the need for funding
. ,vill increase. According to· individuals close to the ,programs, ail ear
. marking of $10 million for fiscal 1975 would be reasonable~ This level

of support probably win be required fo~' the next 2 or 3 years-:..after
which time,hopefully, the plight of Vietnamese children will have been
sufficiently ameliorated to permit a -phasing out of 'AID-supported
activities. ' ,

'-J ' 12. The Government of South Vietnani has not nlounted, a
nationwide program 01' fanlilu planning sel'vices appropriate to
its too rapid population growth.

Although th-ere has been no national cCllsus in Vietnam since 1960
and government statistics are based on estimates of unknmvn accuracy,
the population growth rate of South Vietnam is assumed to be ;) per-,
cent anllually. At that pace, the population of the country "..ill double
in 23' yeaTS.

To date, little or nothing' has been done to promote family planning,!
population control in Vietnam. A 1920 French law prohibits the
dissemination of contraceptive materials. Those family planning pro
grams which do qperate are very restricted, with no publicity per-

, mitted and a limited staff of health personnel.
Although the GVN has set a target of reducing- the natural increase

rate from 3 percent in 1973 to 2 percent in 1980, it has not taken the
"\) kind of vigorous steps which will he needed to meet that goal.

Plans for repealing the 1920 law have not yet been realized, re
~), portedlv because the National Assembly which must actis strongly in-

fluenced by Catholic legislators. '-'
1J.S. population aid thus fHr has been modest andlow key. In fiscal

.1974, $750,000 was spent through AID title X funds. The proposed
obligation for fiscal 1075 is ffilmillion. The funds will be spent to hire
6 U.S. technicians, train 72 Vietnamese health workers, buy contracep
tive comlnodities, and for certain in-country costs. _ .

",Vhen one eonsiders the magnitude of U.S. eeonomic aid, programs
to Vietnam. the amount' alloeated for family planning is miniseule.
Yet the economie reconstnfctionancl development objeetives of the
USAID programs clearly are being hampered by the rapid growth of
population. If, as the survey team was told. projections show the Delta
population eonsuming the entire Delta rice produetwithin5 years

)
" then clearly eeon~mlie self-suffieiency for South Vietnam is a chimera.

_ The United States reportedly has not pressed this 'issue with the
Vietnamese beeause of its political sensitivity. President Thieu is a
Catholic and about one-half of the national legislature is Catholic,
although Catholics are only about 10 percent of the total population.

, Further, there are fears that the other side would use the popula
, tion control issue to charge the United States with attempted racial

genoeide. - . .
Neither of those rationales seems cOl~pelling iIi light of the clear need

£01' action. The Philippines, with an overwhelmingly Catholic popula
tion, has one of the largest family planning programs in the less
developed world. .

"\
)



I f the Uhitecl'SfAt~si~to\:~ontiilUetollssistSonthVietnam to attain
a.highet level of economicpl'ogress, the issue of population grmvth
,ought to be reviewed atthe highest levels of the GVN.

13. The International Commission for Control arid, Supervision
(ICCS) is largely dependent upon U.S. contributions for its con-

,tinued existence. It should be given careful scrutiny for its lack
of internal management p'rocedures, particularly with regard to
accountability for U.S. excess equipment turned over to 'the ICCS
following the implelnentation of the Paris peace agreements. '

Article 18· of the Agreement on Ending the ""\Va,r and Restoriilg (-:")'
Peace in Vietnam pl'ovidedfor the establishment of an International '-..

·Commission for Control and Supervision (ICeS) to supervise and
control implementation of those provisions'of the agreement listed

· in article 18, through observation and investigation of violations.
rrheIOCS is composed of represeiltatives from four countries:

. Iran, Indonesia, Hungary, and Poland. (Iran became a member in
197:-3 after Canada withdrew in frustration.) rhe total number of per
sonnel is L160. 01'290 from each of the 4 countries. Their head
quarters is in Saigon ,vith subsidiary teams located throughout South
Vietnam. . ' ,

The Commission has been unable to perform many of its prescribed
functions. The Communists have refused to perm.it ICCS teams into
mnch of the territory controlled by them, particularly in the border
areas through which military equipment is being brought into South

· YietJialTI. The agreement also called for the Two Party Joint Com
mission to accompany the IOCS teams and the Communists refused
to permit GVN l'epresentatiyes iilto areas they control. An even greater

'impediment is thePRG refusal to provide security for the Commission
teams.

The Communists have also interfered with the operations of the
ICCS~ In aflagrant disregard for the ICeS, Communist gunllers sho!
down a well-marked ICCS helicopter in April 1973, killing four
members of the Commission.,

Pursuant to the cease-fire agreements, tlu~costs. of operating the
Commission were to be shared primarily by the four parties to the
agreement who ~vel'e each to pay2i3 perceilt of the budget.and the four
countries who were members of the Conimission agreed to pay 2 per
cent each to coverthe remainder of the ICCS Qudget.

The parties and members of the Commission have not yet agreed on
a bndget althon!..dl the Commission hns been in existence for more than
IG mc;}lths. II~it'ially. and pending adoption of a finn budget~ an ex- r

pcnditure]evel of $28.4 lllillion was set and cOlltributions levied (-.;
against that figure. ,To date only the lTnited States and South Vietnam
have fnllymet their obligations. Contributions thl~ough~Tarch31,
1974, are as follows: ,

. ~'. 11Iillion
United. Stnte8-: - :... ~_.,.-:---------.,...:.---..:---------_'_________ $9.2
South Vietnnlll ' -'-__ 6.2:
:;North~rietnalll--_:---------------------------~-------- ~_________ 2.2
'I>l;ovisi~nn,l·R~volu.tionnry 9overmnenL__._-: :,__ -'-;:- __ ,,- :-_:-__ .:..-; __~

,~ ,T.olri.l ~-----:-.,....-~--"T-:-.~:- ... -:--:--.~:-~:~-..:.-----....,-:: .... --7--:~":'"-:- __ -: __ -:_...,._~...;...;., 19.3
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. In themcaIltime the North Vietnamese- have advised theComlllis
sion that no further payments will be forthcoming. The <PRG is
assumed to follow suit. .

No contributions have 'been received from any member countries of
the COlnmissioll and itis unlikely that any will be £orth¢oming.Based
upon the $28.4 niillion figure, all member countries have monetary
claims for per diem, travel, and other expenses which exceed. the 2
percent which they owe. (Each member country pays'its own soldiers.)

The ICeS. is 'now broke. To help it meet itsobligatiOl~s throughrJ ,.Jl~n.~ 30,.1974; P:,S. officials in Sout~ Yietnam haVe req~1Csted $6.3
llllllIon In addItIon to the $9.2 mIllIon already contnbuted;' In

'. response to this request the Department of State approved a con
tribution of$L2 million on ~Iay 20, 1974, bringing the total U.S. con:'
tributiOIi to $10Amillion. Further consideration is being given to an
}tdditional eOllti'ibution before .July 1,1974, of up to $5.1'million, de
-pending upon'the'avuilability of fiscal 1974 funds. This \Vouldincrease
the total .U.S. contribution to the ICCS for the first 17 months of its
existenceto $15.5 million. I

, FOl: fiscai year 1975 the executive branch is requesting $27.7 million
for the Ices. Of this amount $16.5 million is intended for the opera
tion of the IOeS and $11.2 million would be used to repay the support
ing assistance and contingency fund accounts for the moneys dl'a\Vn
frOlil those two accounts for the ICeS in fiscal year 1974. ,

T~le survey team was informed - in' Vietnam that ICeS mem
bers have reported being told by Korth Vietnam~~Le Due Thothat he
has assurances ~l'om the American Secretary of State that the United

'\ States' would shoulder the burden of ICeS costs. This course of action
~) is not' altogether unreasonable if for political and diplomatic reasons

the continued· existence of the',eommission~s important to U.S.
policy in Southeast Asia. Heretofore,however, there have been no

'auditing or accounting-procedures' established within the Commission
'to monitor the use of moneys made availahle. If the United States is
to be thepl'imary source of funds, it should insist upon a full, effective,
and complete auditing-and accounting program. "
. In addition to moneta'ry and budget support, the United States also
made substantial amounts of surplus equipment (automobiles,air
conditioners, office furniture) available for the nse of the ICCS. .

The exac.t location, 'condition, and quantity of this equipmmit is not
known and efforts to conduct a physical'inventory have not been
successfu1. '
. U.S. officials in Vietnam should be directed to exert every effort to

.
-)- determine how much U.S. equipment has been made available to the

'ICeS allddevelop ,some sys~elll of 3;ccountability.

14: Fnilureof the United States to give economic aid to North
Vietnam, as 'provided fOJ' under article 21 of the cease-fi,'e agree
ments, may have had a more important effect on Hanoi's subse-
rfJuent behavior than is generally J:ecognized. '

There are sixdifferellt statlltes· 'which prohibit U.S.' assistance to
~North Vietnam without prior congressional approval. Hmvever,~'in

,th~ cease-fii:e' agreement signed in 'Paris, the United States agreed
Cto"coiltdbute' toheriJing "the wounds of.war and fo postwar recon-
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strnction of the Democratic Republic of ,Vietnam alid thrqughout
Indochina." To date, the executive branch has not requested authority
to provide assistance to North Vietnam. . '
,Failure of the United States to provide such, 'assistance may be a

factor in the refusal of the Government of North Vietnam to abide by
. provisions of the cease-fire in Indochina. It may also be a factor in the

refusal of the Communists to permit the U.S. Joint Casualty_ ResoIu-:
tion Center to investig~te the approximately '2,300 cases of U.S. per- .
sonnel still unaccollnted for throughout Indoch~na. .

According to U.S. officials in South Vietnam, the North Vietnamese
have on a number of occasions indicated that the United States was' (
violating the terms of the .agreement· by not furnishing' economic "-,/
assistance to North Vietnam. This point was emphasized in a letter
to the Chairman of the International Commission for Control and.
Supervision on April 4, 1974, when the North Vietnamese Govern...
ment fOl'lnally rejected the proposed budget for the ICCS and stated
that:

I

Once again, the ~1inistry of Foreign Affairs of the Demo-
craticRepublicofViet ~am reiterates its view that, ,,,hen the
U.S. 'Government is i;efnsing to .correctly implement many
essential provisions. of· the Paris Agreement, on Viet· Nam,
including Article 21 regarding the U.S. Government's obli~a-.

tionto contribute to thehealinp.: of the wounds of war in the
Democratic Republic of Viet 'Nam, the implementation of
Article i8 of the Paris Agreement providing. inter alia, for
contributions to the expenditures of the I.e. will be also
hampered. Therefore, the Democratic Republic of Viet Nam
feels it very regrettable. not to be in a position to accept the
aforesaid draft budget of the 1.'0. .

Since article 18 of the Paris agreements provides for the enforce-,
ment and supervision of the cease-fire, the cooperation of the Noi,th
Vietnamese is essential if the cease-fire is to be effective. On the' basis
of the above quoted letter, it would appear that· economic: assistance
from the United States may be more importallt to the North Vietnam-
ese tlmn is generaliy recognized. .... . .

The North Vietnamese have serious econmnic problems. They have
not yet recovered from effects of the UB.,bomb~ngs or, from the
typhoon thatdestroyed one-fifth of their rice crop last year. Further
more, they are short ofmanpo'\ver ,in general and skilled management
in particular. Economic and technical assistance from 'the United
States.would be of considerable value.

U.S. economic and military assistance has strengthened South Viet- C__ .
nmn economically, militarily, and .politically. This strength maln~s it
unlikely that the NorM1· Vietnamese can win a military or political
victory in theSohth in the foreseeable future; if ever. .' .

The question is' whether, under the circumstances, the North Viet- .
namese will. be willing to abandon the struggle in the South in return
for substantial economic assistance from the United States. If so,
there may be the possibility of tradeoff between such assis~anc~ and
closer adherence to the provisiOllS of the .cease--fire agreement by IHanoi,
incllldingproyisiOllS relating to the resolution or the missing-in-action
question.. ." .
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CAMBODIA'

'1. '1.'hemilitary situation of the KhrrzeJ~ ~epub~ic; ~a.sl1JP~·~eTled·
considerably in t1~e past 2 years. '

Although Cambodia is slated to receive $110 million in "Indochina
postwa.r reconstruction" assistance; the hostilities are far, from over

'.'-') for that country's 7.8 million people.
The struggle between the' forces of the Government of the IChmor

:nepublic(GKR) 'and those oithe insurgents, now largely und~r the
control of the IChmer Communist party, is daily being ,waged with
undiminished intensity. '

Over the past several years, the IChmer Communists have succeeded
in gaining control over lhuch of thecountl'yside and' about 40 percent
of the population. M:any provincial capitals are surrounded'; some
must be resupplied entirely by air.'

American military airtransport~'are an integral part of those air
drop operations. During fiscal year 1974 U.S. airdrop sorties in.C-13.0
aircr~ft have averaged 693 per month, dropping an average of 9,906
short tons of cargo.

Phnol11. Penh itself is an enclave, with all major roads leading to it
interdicted. Its principal line of c0111Jnm}ication is the ~fekong River
which allows resupply o~ the city by convoy. In recent w~eks thOse

\ convoys have 'come under renewed pressure by the other side;, Should
) the river be cut, Phnom Penh also,vould require resupply by air:.

,/ ' Despite repeated attempts by the Lon Nol govel'nmentto'opennego
tiations toward a cease-fire and peace settlement, the other side has

, shown no inclination to ~alk and has, instead,. pressed for a military
victory. Repulsed in their attempts to take Phnom Penh itself, the
IChmerforces'have centered their attention on provincial towns where
they have met with some recent successes.

2. Beset nlilitarily, riperz by i~~er!l:~! politica.l c!fvi§i()fl:s,. an(l
Jac~ing, a firm S~1Jse Qf purpo~e, the Eon No~ g()pernment in.
.Phnom Penh· is. f~llY d;~pentle~t fqr fts e~~stl!nce o!l. ~lle1!l.;lit(ll·Y
alld ecC!nomi-c ~ststance. of th~ UnJted $~(#es!

Its once-large reserves now all but depleted, its exports" earcnings
low, and its economy wrecked by the w~r, Cambodia exists from day
to day largely on American aid. If that ~idwere removeq, the present

) government would fall and'the Khmer Communists could wellprevail
, withinashort time.

Despite its perilous military and economic situation, there is strik':
ingly little selise of urgency evident in Phnom Penh. Reports of high
living among' top military and o civilian officials are prevalent. Until
quite recently, :i'iercedes automobiles, tele.vision sets; and delicacies
slich as cannedasparaglls and Hennessy cognac continued' to be
imported. ' . '

Although there is conscription, the sQns of top officialt7are s;aid to'
escape military service. The students, who are an important urban

.class in Phnom Penh, continue their studies and disdain military life
as if the capital was not surrounded. .

(H!)
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The governmeilt has been marked by constant political malleuve1'
ing.Dluing our visit, 'American officials were encouraged by the
government formed by the new premier, Long Boret, who brought
with him into the cabinet some gifted ,young professionals. The for
mation of a four-man ruling directorate which includes :pon "Nol"
Sirik ~latak" Long Boret, and military chief of. staff Gen. Sothene
Fernandez, is' also 'seen as 'a forward step. Subsequently, however,
there have been new political troubles.! . '

Cambodia pres'euts the Unitecl States with a dilemma. If the
United States 'Continues to give, aid, there.is no gllarantee that it will'
be used efficiently; effectively, and without eori·uption. ~loreovcr, U.S. l'.J\
aid proviq.es no guarantee that the 1Chmer Republi'c \vill eventually ,
prevail, or even survive. On the other hand, withdrawal of aid would
almost certainly doom the present government and could lead to an
early Communist victory. . '

That eventuality would have broader implications for U.S. policy
in Southeast Asia. South Vietnam would feel additiona.lpressures
from North Vietnam on its western borders. Thailand would be faced
with a ferious new security threat. And' within Cambodia itself, a
bloodbath against those who cooperated with the Americans could
develop. '"

" 3. Current maxilnum' U.S. objectives in the Cambodian conflict
are a stalemate on the battlefield which-hopeFully-would lead
to a ULaos-type"so[ution featuring a coalition government in
lphich th~ Communists undoubtedly would playa major role.

'U.S. officials profess confidence,that with'U.S. material 'Und diplo.: /'
matic support the Khmer Repnblic.'sdemonstration of militarv and i

economic viability wiIIpel'snade their opponents to move to a political
solntion of the conflict. '

The solution most frequently. mentioned is a "Laos-type" agree.:.
ment, in which the 1ChmerCommunists ,vouldsharepower in' Phnom
Penh withGKR officials in a government of national unity, following
a cease-fire. .' -' , "', ,

This eventuality is dependent',upon a battlefield stalemate in which
the insurgents find themselves unable to gain their objective of de

,cisively. defeating the G1CR,but with. the. GKR unable to do much
m01'e than react to 1Chmer Communist military threats. , ,'_-- '"

U.S. officials hope that if ,the Communists' dry season campaign;
which ,viII end in June with the comingof monsoon rains, results il~

a ~tandoff,'the other side may be willing to begin talks. ' .
,·Sevel'alfactors put that outcome in doubt, at least for the foreseeable

futFu.re t: I . '1' . 0 d ' I' I '1' l~
1 Irs , .t leII' recent ml ltary successes at u ong, near ' ...ove {, ane

the prospect of cutting the:Mekollg lifeliile to Phnom Penh, may
convince the lChmer'Communists that they should fight rather than "
talk at least until the end of the next "dry season in June 1975..

Second, autumn 1974 holds the prospect that the Khmer Republic
may he ejected from'the United Natiolls General Assembly. and the

, 1 Since this report 'was prepared, all members of the Republic Party; lncludlng- its
leader" Sirik Mt.ttak~ 11uve resigned fromtbe government.

, (
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Communist delegation seated in its stead. Because of the importance of
that niove to their cause, the lChme1' Comn1unists are not likely to be
interested in talks until after the seating issue has been resolved, and
then only iithey have been rebuffed attheUnitecl Nations. " '

Third, even if the lChmer C<;lmmunistleaders adopt a more flexible
posture, there are no indications that they, would drop their refusal
to negotiate with the present leadership in Phnom Penh.

4. U.S.-sponsOloed prograrns to shore up Cambodia's econOn'ly,
including the commercial import prograrnand the multilateral ex
change support fund (ESF) , have failed' to bring economic

~_) stabilization and have helped fuel a black market.
In 1971 elaborate efforts 'were made to reform, Cambodia's economic

system to, provide for stabilization under ,vartime cO~lditions. U pOll
the apparent adoption of those reforms by the lChmer, the United
States provided the government with a,$20 million cash grant, stepped
up its commodity,import program, and sponsored a multilateral fund
for exchange,support~' "

Since the beginning of fiscal year 1972, the United States hils pro
vided$181.9 million in import support, and $216.4 million in 'Public
Law 480 food imports. Throug~l the ESF, third countries havepro-::
vided an additional $17 million in import aiel. ,,' ",

.Nohvithstanding" this substantial eCOl~omicassistance. Cambodia ha,s.
experienced drastic inflation that increased prices 472 percent be.;.
tween ~ranuary 1, 1972"and Jauuary 1, 1974., The cost of, living in-
creased 275 percent in the same period. , ,

"", Interestingly, while the working class price index was increasing'
\ by 300 percent during that period, the price inaex of the wealthier

/J "European" class rose only 200 percent. .
Even.as scarcities in basic commodities ,were fueling inflation, h.lXlU''y

goods such' as al1tomobiles,' television sets, eoglHlC and wine, and
canned asparagus continued to be imported through the ESF.Only
recently 'vas an extensive "negative ,list"adopte'dat ·U.S. urging to
prevent further imports of luxuries. ,

A flexible exchange system adopted in 1971 in orde,rto-:-in the words,
of the E mbassy---.:..-"permit ,the maintenance, ofa realistic. exchange
rate ,in thefaceof a serions inflatiOliary situation," has failed miser
ably. Today, the official exchange rate is about one-half the black
market (and Hong lCong) rates. , '",',' , "" '

,A black: market ,flourishes in PhnOlil Penh, fueled iil pad by !!'oods'
imported under the U.S> commodity import program and the ESF.

)
~ 'The dra~ticchanges in the fortunes of war which have occurred

since 1971 are ,given by U.S. officials as the principal reason for th~
current chaotic state of the Cambodian economy. Reduction of agri
cultnraland industrial, production due to the conflict required greatly
increased imports,' for which Cam,bodian ·foreignexchangereserves
were insufficient, officials point out. '

1Vhilethose ar~contributorycauses, they do not adequately explain
the extent of the economic disarray which prevails in Cambodia' today.
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5. THe· U.S. Mis'sion has begun'a progfam' of assistance to
Cambodian ,AefuYfJes. The 'program niilJimizes corruption, and max~
imizes efficiency through the use of American·and· international
voluntary agencies. Some new U.S.-supported refugee resettle
n:zerit projects, however, raise seri(Jus ql!-estions. ',., ",

Although pressed by n,Iembers of Congress since·I971 to undertake
programs for refugees in Cambodia, the executive branch was re
luctant to become,so involved until the widespread Communist offen
sive in 1973 roughly doubled the refugee population to more than'
1 million persons. . .

",Vorking on a crash basis, USAIDhas furnished, direct grants to (
international yoluntaryagencies, including the Catholic Relief Ser\~

ices, CARE, ""Vorld Vision, and the International Red Cross, to pro:
vide emergency assistance in food,. shelter, household utensils, and
medical supplies.

From a, $1.2 million level of refugee aid in fiscal year 1973, U.S.
spending for such programs has increased to an estimated$~O.4n:~il

lion in fiscal.year 1974. . .. ' '.. ..'
Use of the voluntary agenCies to dishibute refugee aid not only

adheres to the 1973 mandate of Congress in the Foreign Assistance
Act (section 821) but also provides the most efficient delivery of serv~
ices with the least possibility of. corruption-ean ever present, danger
in Cambodia. The staff study team visited a number of. voluntary
agency projects around Phnom Penh and I(ampong Thom and ,v~s

impressed' by the work which has been done. The CambQ<:lian example
indicates· that such agencies continne to' fill a' useful 1'ole in foreign
aid.. . .. , . ,

Beyond emergency assistance to refllgees. however. the United
States providessupport for aprogram of acceleratNl refup"epr~settle

nlcnt. Since this unde~takingexceeds present capabilities of thevolun
tary agencies, the 'United States has prevailed U'POH thegovernm~nt

to establish anew, independent, mid autonomou~ IChm~r organizatiOIl
known as the Reset,tlenlent and Development Foundation. (RDF).

Managed by,a group of seemingly cledicated. Cambodian l:)lu~iness
men (some ,dislodged from their in<~u;3triesby the war), RDF is seek
ing to resettle 5,000 families this year on sites'near Phno.m, Penh and
I(ampong Thqm."It i~ not likely to reach that goal becauswof difficul
ties it is experiencing in getting implementing legislation through
the Nation~l Assen:lbly and ~ecurityproblems. '

The study teamlet}rned that"q~like Vietnam, the land on which.
the refugees are to be resettled would remain i~l the hands of the
original owners. The settlers will pay a 'token .rent for theauration /
of the conflict and then presmIl&blY,could be forced to move tlgain \~
with the. land reverti~~g:to . the. Jandlord. In the meantime. tlJ,e
:u,DF~wIthU.S: fir~allcIal.~id-:-wl~1 have sp~nt large slmls.on 4ik~s"
houses,roads, and other Improvements. ThQse .benefits ,WIll poten.:,
tially. accI;'ue to th~ ].andmvner~, rtlther thall the refugees. " .' .

ThIS raIses the serIOUS flu~stlOn whether ~esett~ement"shouldnotbe,
linked -\vith a program of land reform in Cambodia.'; , . .'

Anothel' serious nuestion involves the security of the relocated
families. Sites near Phnom Penh and I{ampong Thomare considered
toho in "safe" areas. but have proven to, be "u1ne1'11blein the past.
Refugees located~onth'of the capital ha.ve been forced to flee once be
fore and their houses were destroyed by the insurgents. Our visit to
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Kampong Thon} occurred several days aftei· unarmed workers plow- . '
ing laiid foi' refugee farms were attacked, the fon~riu{nkilled, and four
An~erican-suppliedtractors driven o,ff. ' , ,"'"

6. The Lon ivol government Izasilot begiin-to meet its obli
gations under the Geneva' Convention by transferr~ng'Vietnamese
prisoners of wa}" totlze now-empty POl'V camp ,built and equipped
by U;S~ MAf f~nds. '

Although a signatory of the Geneva 'Convention 'OIl.' Prisonel:s of
",Val', the Crimbodian Government has yet to nieet its treaty obligation's
with respect to the estimated 400 to 500 North Vietnamese and Viet-
cong prisoners which it now holds. . '

The lnt~rnationalCommittee of, the Red Cl;OSS has" inade, repeated
representations to the KInneI' on behalf of these lnen,only to be told
that the Vietnamese prisoners are being held "temporarily" until they
can be transferred toa pi:dper PO'V cainp; Some prisoners hrive been
'heldjil "temporary" status for months.' '

Since lal?t October a PO'V camp built and equipped by U.S. inilitai'y
assistanc~fundshas been available for occupancy on 1(0 I(Ollg Island
in the Gulf of' Siam. A camp commandant and some 100' security
guards hav~ been located there for some months, without a single
prisonei·: - '," - "-' -

TheGI\:R rationale fornot using the camp-which wouldbe subject
to ICRe inspections-luis varied. Initially, it claimed that it did not
have transportation to take the POvV's to the I(oI\:oilg camp.'Vhen
the ICRe offeI~ed to provide transportation, the governmentclaimcd

'\ to fear lack of security-in the camp vicinity; though ,the area generally
) has bee~ a quiet one. . ' '

Although the United States has ul'ged the GIiR to use the camp and
abide by the Geneva Conventi0I1, fui'thei' representatioils may be war
ranted ifonly to assure proper utilization of U.S. ~fAP funds. :Mol'e
o,~el'; it does not help the. United States to _obtain an accounting for I

_A.Jllel'icn~lS missing-in-action when a U.S.-aided government refuses
to abide by its obligations under the Geneva, Convention ind,ealing
with North Vietnaniese prisoners.

7. Tlzecostof tI.8. military aid to Cambodia' has escalated.
rapidly dU}'ingth~past year, particularly, because of greatly in-
creased ammunition expenditures. _ .

In ,fiscal 1973, U.S; military assistance to Cambodi~ totaled $1'31.7
million. vVith the cessation of U.S. bombing'missions over Cambodian
territory, use of ammunition by the I(hmer' armecl forces; known as
the FANI(, increased dramatically., " ' "
. At the same time, the cost of certain typesofU.S.-supplied ammuni

tion was inci'easing sharply because of general inflationary pl'eSslll·es.
As a result, the cost of Cambodian ~fAP for fiscal year 1974 may

be more than triple that for fiscal year 1973. To the $125 million
furnisJ:.ed,: fqJm:MAP funds in· fiscal 1974 must be added a special
drawdown of Defense Department stocks of $250 million pursnant to
Presidential determin,ations of Decemb:er 24,,197;3, and ~lay 13, 1974.

Some' cost redliction could be achieved 'by curbing excessive arrmiUlli
tion expenditure· by F ANIC, a frequent problem with ill-:-disciplined
and static defense-minded troops.~Iilitary offic,ials'in Cambodia and
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atCINCPAC app'earconcerned abouttlH~problem and are attempting
remedial efforts.

'Those measures, however; fall short ofthe "across-the'-bmird" cuts
.in ammunition deliveries which were successfully. instituted 'by the
T:Jnited ~ States'in South' Vietnam' as -a· means of curbingexces'sive
ARVN ammunition use. , .

Since. alnlost $:)()O luillion ofthe $362.5 million ~fAP programed for
Cambodia during fiscal year 1975 will be for amnlunition; a cut in
those costs-now running between, $800,000, and $1 million per day
would be effective in producing savings.

Shoulaother efforts to reduce excessive ammunition expendi,tures
· fail, .U.S. military officials would be well advised' to iilitiate in

'Cambodia anammullition percentage cut similar to that which was
appliedinVietnam. . " ' . '

8. Tluilaw and intent of the congressionally estciblished ceiling
of 200 Americans in Cambodia' has been violated daily by the
U.S. MissioniTi PhnomPhenh. .

Section 656 of the Foreign Assistance Act, adopted in 1971, states
that the total number of American military and civiliallofficials "pres
ent in Cambodia at anyone time shall notexceed twohUIidred~"

It is clear from the legislative history of section 6.56 that the Con
gress SOllghtto restrict nnmbers of American officials working in Cam
bodia asa means of limiting the extent of U.S. involvement in that
cOlllltry~ ,To that 'extent, the implementation of the ceiling has been
snccessfl1:L .
. Despite the: plain wording of the law, and its obvious intent, how
ever, an average of 215 to 222 American military and civilian· officials
are daily-,atwork in the U.S. ~'1ission in Phnom Penh or elsewhere-in
the country. . ' ..
. The rationale provided by the Embassy is that not more than 200

I American officials are present in Cambodia overnight; although the
Embassy admits, however, that more than that number are "present in
Cambodia at anyone time" during working hoqrs. Embassy officials
do not interpret this practice ascontravening the law.

'In' order, to insure that no more than 200 official Americans are
present Overnight, the Embassy has initiated a procedure called "head
space." Administered by the deputy chief of mission, headspace sends
personnel out of the country- by nightfall to make room for Tny
peop]ecomin~ in. In many cases individuals, deemed expendable for
'a limited period of time, travel to Bangkok for several days'inactivity,
collecting per diem for each da);, out of Cambodia. , .

No estimate of the cost of this procedure was available at the Em
hassy. It must, hmvever, be expensive since the total includes air fares,
per diem expenses (both for those going out and those coming in),
and normal salary for days not worked; , '.

. The, Congress may wish to consider remedial action in order to
bringEmbassy practice in Cambodia in compliance with the law.2

!! Since the return of the study team~o the United States, the committee has been in
formed that remedial action. is being taken by the U.S. Embassy in 'Phnom Penh.

( \

\ ........ J
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9. Altftough no evidence was found that U.S. Mission personnel
are· giving tactical ,military advice in combat; Americans are
involve~ in advising Cambodians on major aspects of military
policy, management,and operatiolls.

Five B;eparateaet~dfCongi·ess,siii~e'197.oprohibitth~United S'tates
ii'oni actingjn,amilitary advisory capacity in Cambodia~ From'time'
to time,press accounts .have' alleged violations of these. injunctions by
U.S..military personnel. . ,

As a', result of its ·investigations, the staff survey ,team could. find
'.-)' 1.10 eVid,e,n.ce that.Americans are actinga.s ~ombat...unit adv.is.. e.rs with
\ the F ANIC Members of the Defepse Attache's Office (DAO) regularly
'- go into the field to gather information~ 'Vhile there, their actions~

or even' their 'questions-may have same impact on the actions of
Cambodian 'field commanders.. There is no indication, however,·' that
this praGtice has been systematized or is being used by DAO personnel
withthe intent ofviolatillg the In,w. . '., " ,.
" It is clear, however, that American officials have not hesitated to give
the Cambodians advice on military matters ranging from command

, stl'llcture and training to ·managementUlld logistics.
. Muchof this U.S. involvement flows from the massive deliveries
of American military equipment. '
, In order;. to insure proper end use of equipment, the United
States has found it necessary to help the Cambodians to develop ports
to receive the equipment, repair roads and bridges on which to move it,

. train personnel to operate it, build housing for trainees, establish sup.:.
'\ ply. systems .for efficien.t distribnti~n and reorder, createfac.ili~ies for

\ maIntenance and repUlr, and educate' them to run the lOgIStICS and
) other systems. :.' .' .

This has resulted in const~nt, wide-ranging communication between
Americans and Cambodians, with th,e Americans telling ~ambodians
what to do.· ,

Finally, the American Ambassador is energetic in carrying out what
he perceives to be his mission. EX his own adIpission he does not,
hesitate to give strategic military advice to Lon Nol or tactical advice
to subordinate military commanders. It is his interpretation of exist;.
ing'laws that Congress did not mean to preclude "advising" at the
level at which he performs.

:):
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1.' U.S. Inilita'ry lind· civilian. officials in· Vientiane.appeaJ4 to be
ihakinggood:'faith effc)'rts to comply with the terms of the,:cease
fiJ 4 e in Laos, to facilitate the peace, and to aid the new Provisional
Government·ofNational Unity.

'. $ince: the .Fehl'liarY 1973 cease-fire ace~r~ ip.'La?~~hostilities have ( \
VIrtually come to an end. and a new' c.oahbon go\~ernment__the ;P1'0- '- .I

visional Goyernment of National Unity (PGNU)~is begiimingthe
work. pfmoving from wartime concerns to peacetinu~ reconstruction
and development. . , . .

The United 'States 'jlas endeavored. to facilitate this transition by
suppot'ting the l)olitieal solution that is evolyiilg;· .

TheAmerican Ambassador, the defense attaches. the AID Director,
and their staffs appear genuinely dedicated to makiIlg the accomino
dationbetweell ~he COlnmunist Patnet Lab and the Royal Lao Gover~l
ment work.

U.S. actions iripursuancebf that objective include the following:
.The 18,000 Lao and. ~feo irl'egliHnswho had bpei·at.ed largely

mider Anieriean control are being demobilized Or illtegl'ated iilto
the regular Royal LaoAriny.,

·U.S.-financed and directed· Thai "volunteer" fOl:ces in Laos,
wliichtotaled some 18.000,have been withdrawn to Thailand. The
last group of Thais left Laos on ~fay 22. . . '

.TheDAO's office in Laos. "Thich miCe JllUnberpd 213. was being
cnt.bacIr to 30 U.S. military by the end of ,Tune. The reduction w~s
being accomplished ahead of schedule alld was completed on time.

This policy of n~ilitary diseilgagement and cooperation with the
PGNU is not without risk. '
. Soine obsei·v.el'S look fat a totalColl1iniiiiist takeovel' iIi 1.1aos by 1976;
Others fear that; as lias occurred before.' the coalition will be destroyed
by l'ightwing military officers backed by COilSe~'vative politicians and
businessmen. . .

vVhile the study team was in Laos, a government crisis appeared in
the offing. The ICing had announced that, as is the custom, he would go
to Vientiane to formally open a session of the National Assembly, a /
body which the Pathet Lao does not recognize as legitimate. . ~__

The Embassy was careful not to involve itself in the issue, prefer
ring to let the Lao parties work out a solution. A crisis was averted
'when both sides agreed that the National Assembly should not be
convened this year. .

The Embassy view that "there is an immense desire on all sides to see
the new government work" proved correct-at least in the first test of
the coalition's viability.

(26)
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, 2. Asa resultof the cease-fire; tJze'niilitaryassistance p"ogJ"am
for Lcws can be reduced substantially.' . .; ,

The executive branch reqnest for fiscal year 1975 military grai~(aid
to Laos ,totals $DOmillion including supply operations. 'which is n10re
than t~e $78-:rp.illi()!l furnished in fiscal year 1974 'while tl~e fighting
was gOl!lg on. -,', ,.,. ' . , ' , "

The program was dpveloned before the cease-firp ,and the cohlitioll
government. Despite the changed circumstances, the Department of
l)efensehad not reC1uested the DAO in Laos to submit dowllward '
revisions jn prO,qram ll('eds.' , .. '

Thus, the Congress is being' asked to authorizp, the full amOllllt even
though it is widely recognized that the cease-fire has made pQssible
substantialsavings. ' "

Tn a preliminary estimate. U.S. military officiflls in I,aos p,u~gested

that up to $21 million ('ould be saved on 9peration and maintenance
costs. ammunition l'pqllil'empnts, and air contracts.

A "barebonef." budget. sufficient. to kC'cp tIl(' RovaI Lao Army func
tioning, may require $2;) to $30 million. ProviRlon of Rome ne'~'

items of equipment. maintenance of overseas trainingprograIIl;s, and
improvement of RLA capabilities in selected areas would require addi-
ti(\llnlfllndln~np to a total of §50 l:2illioll. '

l,T.S. ofli.cjals in Laos said they cou d "live "'itll" a fiscal 1975 pro-
gram at the latterJevel. .

Reg-arclJess of the si7.p of the pl'o~"ram. contingent IT.S. military
f";,slstP1lce to tlw, Roval Lao A1'I1wr1 Forces is neCPSfUU'V to mnilltnlll
the balance',vhich sllnports tlw <'oalitioll. Fl 1 rth p r.1T.8.1)rognnns lwlp
jJ~l'llem("lt an (\rrl~l'lv rlemohilizatinn, (\f the RLAF to ft pencetirne
If'w,l. ,,,hilo, ryoidin~: economic. noli6cal. and. social problems which
CO" lrl reqult from an overlv rapid reduction.

Once demobilization has ·been accomplished, continued reductions in
military 'assistance :for Laos should be possible.

3. Th~ Pathet l,ao membe,"s of the l1J"ovisional government have
rla"'~ cleol " the,," irf.el"est in continued foreign economic assistance
to Laos. It is in U.S. interests to help 'provide such assistance.

If the concept of Indochina postwar reconstruction assistance has
any validity, it is in Laos where a cease-fire prevails and, efforts are
going f<;>rward to repair the damage of war and begin the taskof eco-
nonlic development. ' '

For fiscal veal' 1975. the pxecnt.jVf\ branch h~s rC('Ol1lll1eI1'ded a nro
gram of $55.2 million, some $15 million more thanthe fiscal year 1974
program. It would be spent. in three basic areas: ' "

(a) H't£rnanitarian.-About $15.3 million would be devoted to
humanitarian assistance, principally in the permanent resettlement of
refugees.

(b) Reconstruction and developrnent.---.,.Repair of highways and
access roads will have priority, together with agricultural develop
ment, construction of a water ~ontrol project, and the erection of a
dike to prevent the floodipg of Vientiane. Total spending would be
$22.4 'million.. .

(c) Stabilization.-:-:-Funding of $17.5 miUiQu is :being requested for
econ?mic stabiliz~tion support, most o~ it to be expended tlirqugh the
multIlateral ForeIgn Exchange OperatIons Fund (FEOF). Although
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created in 1964 to offset wartime inflationary pl'cssures,FEOF win
still be needed, according to AID officials, to combat continued budget
deficits and inflationary pressures. '

Although the FEOF is a "capitalistic" dcyice for promoting eco
nomiestabilization, the PGNU's foreign minister. a Communist, sup
ports the use of this tool of economic policy. He has also indicated the
continued desire of Laos for foreign assistance from Western nations,
inCluding the United States.,

, So long as aid is welcome in Laos. and contributes to stnbilitv in
Indochina. 1J:S. officials in the area believe that assistance should be
continued.' The United States plays an important role as a guarantor
ofthe Laotian cease-fire agreement. Any pullback of nidwhich resulted
in economic crisis in Laos would likely endanger the coalition.

4. Althouqh the FEOF has contributed to preventin" a run·
away inflation, it should .be phased out as soon as possible.

USAID officials state that the FEOF has supplied essential sup
plementary resources and helped to maintain l;easonable economic sta
bility in LaQs.

From 1965, when FEOF went into effect, until 1071, the average in
crease in the Vientiane cost of living was only 7 percent per annum.
In recent years, worldwide, inflationary pressures have produced
greater increases .(27 p~rcent in 1972 and 4~ percent in 1~73)-bllt

runaway inflation, such as in Cambodia, has been avoided.
At the same time. FEOF hasbeen the target of considerable criti

cism because it has permitted wealthy Laotians to obtain luxury items
from abroad. Store windows in downtown Vientiane are filled with
merchandise which the average person clearly cannot afford to buy.

Some observers believe that social discontent has been aided and
abetted by :fEOF~ The Communists can point to the conspicnous
consnmpt1onhv nn elite--,-;-cpllsnmption ,,,hichthe mass ofLaotians who
cannot afford FEOF-inip61~ted"goOds simply'cannot'match .. '

There is merit in this argument. It sug~ests that FEOF should be
phased out as soon as possible. or that the United States should with
draw its support from it while letting other nations continne it if
they choose to do so.

tTSAID funds 'thus saved could be put to use in development efforts
,vhichwould p~rmitthe money to be channeled to the poor majority
i'ather than'therich minority.

5. Many refugees in Laos have been, and are being, resettled
on atemnorary basis because of a reluctance to return to their
orioinal homes in Pathet Lao aJ·eas,. U.S. support of those re-
settlement programs raises serious questions. \'

1Tnlike' in Vietnam and Cambodia, refngees in Laos~numberino'

some ~70,OOO---,.have never been in camps. Those dislocated by the wal~
principally ~feo and other'hill tribes, have been temporarily relocated
in ~elativ~ly safe areas where thevhaye builtnew villages aild practice
theIr tl',adl!lOnal ",slash ,and burn" agncul~ure.

Because or seveie overcrowding, the monntains and the valleys in'
~hes~,r,~t?"~~ns., ~r~.~ftJli~ly,:b~~on,tiI1g.. d~nudecl. of t!-,e~s~ the:so.il· i's be-

~~~~~¥\~~n7?t~F~1t~~1ge~~ ;m~r~~sepUhe uHJ!lla,te, creatloJl .;,~:;;
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USA'ill officials are counting on· many. of the refugees to return to)
their homes'in Communist-held areas as conditions in· the relocation .
areas worsen, despite the people's misgivings about such a move.

In the meantime, the United 'States will continue to provide food,
other relief supplies, and medical care to many refugees who are not
self-sufficient. As many as 115,000 refugees may still require relief aid
by the eIJ.d offiscal year l.U715. ~. _ . D

As a result of a tour of relocation areas neal' Ban Xq,n and. Long
Tieng, it is clear that substantial inputs of U.S. financial support
continue to be made in the region in the form of roads, fish hatcheries,
medical ,clinics, schools, and other facilities.

) The program, however, raises serious questions: . ,
(a) Is it wise to expend resources in deve10ping a region which can?

ultimately be the permanent home of only a portion of the refugees .
currently located there? . ' ' ~

(b) Will many of the mOl~ntainpeople return to their former homes, )
as predicted, or will they continue to subsist in their present locations ,
uiltil agricultural and ecological disaster overtakes them?

(c) In the long run, will the many U.S.-sponsored improvements 7
to the relocation regions accrue to the benefit of the refugees or to the ~
military officials of the districts and provinces involved? "

Because of many' imponderables, firm planning for Lao refugees ~
is extraordinarily difficult. Nevertheless, more thought should be given
to the most efficient use of U.S. funds in obtaining permanent resettle-

. ment of the majority of refugees as soon as possible.
This may require negotiations and joint planning with the Pathc

Lao to create conditions necessary to permit large-scale tralisfer 01
\feo and other tribespeopleto their former areas. The use ofan inter
national agency to coordinate such an effort-thus permitting the)
Unite~ States to maintain a "low profile"-also would seem desirable.

( )




