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POLITICAL REVIEW

For more than seven years Indochina has been the theater of a
bitter struggle to arrest the southward thrust of the Communist forces al-
lied behind the facade of the Viet~Minh, who, although avowedly Marxist in
character, have consistently sought to present themselves to the Vietna~
mese people as champions of their national aspirations against the French.
The armed forces of the French Union and the Associated States, powerful-
ly supported by American economic and military aid programs, fought to
defeat the Communist-led, Communist Chinese-backed Viet Minh troops,whose
aim was to transform Cambodia, Laos and Vietnam into Communist satellite
states. French participation in this military effort was clouded in the
latter half of 1953 and during the first few months of 1954 by a deepening
feeling of weariness and frustration resulting from the prolonged drain
on the nation's resources of manpower and money and by an increasingly
articulate campaign of parliamentary, press and public agitation to seek
an end to the war, at almost any price if necessary.

The participation of the Governments and peoples of the Asso-
clated States in the struggle was constantly handicapped not only by a
lack of conviction on the part of their armed forces in the urgency and
validity of their cause but likewise by a widespread absence of imagina-
tive and inspired political leadership and by the inadequacy and immatu~
rity of their political institutions: by a tragic irony of interlocking
cause and effect the heritage of the colonial era continued simultaneous-
ly to dog both the successful prosecution of the war and the creation of
viable non-Communist national regimes in the three Associated States.

The American contribution to the defense of the freedom and
integrity of the Associated States was impressive in both the economic and
military fields. It was insufficient by itself, however, to tip the
balance of forces decisively to the disadvantage of the Communist because
of the elements of weakness which continued to undermine the effectiveness
of Franco-Assoclated States participation and also because of the greatly
increased assistance made available to the Viet Minh by their Chinese
Communist allies following the conclusion of the truce in Korea.

The steady deterioration of the political and military situation
in Indochina in the spring of 1954, climaxing in the heroic but disastrous
defense of Dien Bien Phu, in the gathering impact of defeatist pressures
in Paris, and in the downfall of the Laniel Government, led inexorably to
& negotiated solution at the Geneva Conference. This solution, agreed to
on July 20, marked the end of hostilities throughout Indochina but at a
price which in effect constitutes a major political and strategic success
for the Communists at the expense of the free world., The Associated
States are more or less effectively neutralized and Vietnam, the most
important of the three, is provisionally partitioned slightly north of the
17th parallel pending the holding of national elections in 1956. The
result is to hand over to the Viet Minh the rich and populous northern
half of Vietnam and thus to bring about a major southward territorial
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advance for the forces of Communism in Southeast Asia.

VIETNAM.-

The relationships between France and the Associated States, which
in the post-Geneva period have become so fluid as almost to escape precise
definition, have been in the process of evolution throughout the past year.
In recognition of the fact that the 1949 Accords concluded with each of
the Associated States no longer corresponded to current political reali-
ties in Indochina, the French Government issued on July 3, 1953 a formal
declaration of its intention to perfect the independence and sovereignty
of the three States within the framework of the French Union. The Govern-
ments of the Associated States were invited to nominate delegations to
negotiate revisions of existing relationships with the former colonial
power and to create a permanent association based on equality and mutually
agreed rights and privileges.

The initial Vietnamese official reaction to the French Government's
declaration took the form of a statement pledging total mobilization of
the nation's energies in the prosecution of a war which had now in fact
become its own. The general popular reaction, however, was lukewarm and
skeptical: it became apparent that the Vietnamese, who had been com=
plaining for years about French infringements on their sovereignty, were
somewhat at a loss to formulate their demands when given a concrete oppor-
tunity to do so. When Ambassador Dejean arrived in Saigon on July 28 to
assume his duties as the first regularly appointed Commissioner General
of France in Indochina, he defined his mission in terms of the following
three basic tasks: (1) to strike hard to make the Viet Minh abandon the
long struggle; (2) to perfect the independence of the Associated States
in accordance with the French Government's declaration of July 3; and
(3) to negotiate new accords with the Associated States on a basis of
absolute equality. A few days later General Navarre, Commander-in-Chief.
of French Union Forces in Indochina, held a press conference at Hanoi in
which he expressed the view that the balance of forces could be tipped
against the Viet Minh within the ensuing year by the use of offensive
rather than defensive tactics, barring what he described as unforeseen
circumstances. Outwardly at least, it seemed that prosecution of the
war and the quest for an acceptable formula defining the relationships
between France and the Associated States were to receive fresh strength
and impetus.

Unfortunately this relatively hopeful prospect was soon clouded by
the hesitations of the Governments of the Associated States to commence
negotiations with France. In Vietnam the extreme nationalists favored
the total withdrawal of French influence while insisting on the mainte-
nance of French military and financial support and there appeared to be no
readily available compromise capable of reconciling these widely divergent
points of view. Pressure for the inclusion of nationalist elements in the
preparations for the Franco-Vietnamese negotiations grew so rapidly and
became so vocal that Chief of State Bao-Dai and the National Government
finally decided that no decision irrevocably binding Vietnam could be
taken without some form of popular consultatic:i. It was believed that
it might prove advantageous to confront these extra-governmental elements
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with the realities of responsibility and to ensure their concurrence in
any agreement emerging from the negotiations. The vehicle for this con-
sultation took the form of a so-called "National Congress", which was
convoked in Saigon on October 12 for the purpose of formulating the Viet-
namese position in the forthcoming negotiations and to nominate a panel
of names from which the Chief of State could select the official Vietnr-
mese delegation to be sent to Paris.

The mandate to organize the Congress was given by Bao-Dai to his
cousin Prince Buu Loc, the Vietnamese High Commissioner to France, who
returned to Saigon on September 17, rather than to President Tam as head
of the National Government. The Congress, which numbered 211 members, was
composed of representatives of nationalist groups, religious and confes-
sional organizations, municipal councillors, labor unions, business inte-
rests and others.

The inexperience of members of the Congress in political affairs
and parliamentary procedure, coupled with the highly emotional character
of their nationalist sentiments, was soon reflected in the deliberations
of this hastily summoned body. A resolution was passed calling for the
total independence of Vietnam and declaring that the country could not
remain a member of the French Union "in its present form". This was an
allusion to what Vietnamese nationalists considered as the excessively
centripetal nature of the clauses of the French Constitution of 1946
defining the French Union, its organs, functions, and responsibilities.

Whether due to faulty drafting or to ignorance and lack of respon=-
sibility, the adoption of this resolution produced an instantaneous and
stormy reaction in France, where the Laniel Government was already finding
it difficult to stem the mounting tide of appeals for the alleviation of
the heavy financial and manpower sacrifices being borne by France in Indo~
china. The passage of the resolution was scarely less welcome in other
foreign countries concerned with the preservation of Indochina from Comm-
nist domination.

American observers, while sympathizing with the legitimate national
aspirations of the Vietnamese, were fully aware of the disastrous impact
it could not fail to have on a war-weary and politically divided French
Parliament, press and public. The conclusion of the truce in Korea had
only served to enhance these feelings in France, and in Vietnam President
Tam himself had publicly expressed his fear that Chinese military aid
would be made available to the Viet Minh in increasing volume as a result
of the truce. '

Faced with this vigorous foreign reaction, the members of the Con-
gress hastily rescinded the controversial “in its present form" clause and
passed a second resolution favoring Vietnam's continued membership in the
French Union as a completely independent nation. Unable to agree on a pa-
nel of names from which Bao Dai would select the Vietnamese delegation to
the Paris talks, the Congress nominated its entire membership as a possible
source of delegates for the consideration of the Chief of State, who might
also nominate outsiders of his own choice.



The performance of the Congress revealed that the Vietnamese were
still for the most part living in a kind of dream world of their own con=-
fection, encouraged by their apparently unshakable belief that France and
or the United States would in any case continue to save the day for them,
regardless of what they said or did. The cavalier attitude of members of
the Congress in disregarding the international implications of their ac-
tions and their inability or refusal to perform the tasks assigned to them
did considerable harm to Franco-Vietnamese relations and further deepened
the atmosphere of pessimism surrounding the still pending negotiations.

The division of responsibilities between the Government and the
nationalist groups with respect to the negotiations remained 111 defined
and imprecise. Although provincial elections took place for the first
time on October 25 throughout the zone controlled by the National Govern-
ment, the political atmosphere remained confused and troubled by conflict-
ing rumors of forthcoming governmental changes. These rumors took factual
form with the fall of the Tam Government from office on December L7 and
its replacement by a Cabinet headed by Prince Buu Loc on January 16. The
new Government announced a campaign of austerity and democratization and
promised not only to combat corruption on the domestic front but to take
up in earnest the question of the negotiations with France and to press
them to a successful conclusion as soon as possible.

The new Government's domestic program was subordinated in impor-
tance from the outset to the problem of the negotiations with France,
which did not get underway in Paris until March 8, more than eight months
after the French Government had issued its invitation of July 3. During
most of the remainder of the critical period under review Prince Buu Loc
and the leading members of his Cabinet were absent from the country, as
Bao Dai had been for three months in the autum of 1953 and was to be
again from April 10 on. The result was to create a vacuum of authority
and leadership throughout Vietnam from which the country was destined to
suffer more and more seriously as the military situation deteriorated.
Meanwhile, as a result of the Berlin Conference, it had been agreed to
convene an international conference at Geneva on April 26 to deal with
the two principal theaters of Far Eastern tension : Korea and Indochina.

The Communists promptly stepped up their military and propaganda
campaigns in preparation for the Geneva Conference, with very soon began
to overshadow in importance the slow-moving Franco-Vietnamese negotiations
in Paris. The situation which existed at the opening of the Geneva Confe-
rence found the Vietnamese Government in a highly vulnerable position from
many points of view. Internal security had steadily deteriorated under
Viet Minh pressure and the absence of effective political leadership. The
military position was approaching the catastrophic surrender of Dien Bien
Phu, which finally took place on May 7. The country was still without an
appointed or elected National Assembly which could have given voice to
popular aspirations.

The Franco-Vietnamese negotiations in Paris had dragged on interm-
inably, with the result that the projected treaties of independence and
association within the French Union were still unsigned; the Chief of
State and most of the Government were in France; and Parliament, press and
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public in France were clamoring for negotiations with the Viet Minh and
an end to the war. The initialing on June 4 of the treaties of indepen-
dence and association with France passed almost unnoticed, with all eyes
focused on Geneva where, after the replacement of the Laniel Government
by that of Mendés~France, it seemed increasingly probable that some kind
of ceasefire would be arranged between the opposing forces in Indochina.

At this dark moment most of the prineipal actors in the Indochinese
drama were changed. The French Government decided to recall Commissioner
General Dejean and General Navarre and to replace both with a single man
exercising both functions. The Cabinet’s choice fell on General Ely, who
had served until that time as Chief of the French Combined Chiefs of
Staff. He arrived in Saigon on June 8 to assume his new duties, assisted
on the military side by General Salan, General Navarre's predecessor as
Commander-in-Chief. Likewise in extremis the Vietnamese Government headed
by Prince Buu Loc tendered its resignation to Bao Dai, who appointed as
head of the new Government the well known nationalist leader, Ngo Dinh
Diem. Diem had held no public office since 1933 and in fact had passed
much of the intervening period out of the country as a voluntary exile.
His Government, which was installed in office with full civil and military
povers on July 7, was faced almost immediately with the problems created
by the contraction of the zone controlled by the Franco-Vietnamese forces
in the Tonkin Delta and the abandonment of the populous southern area of
the Delta to the Viet Minh. On July 20, it was announced that a ceasefire
had been concluded at Geneva, over the protests of the Vietnamese Govern-
ment, and that as a result Vietnam would in fact be partitioned slightly
above the 17th parallel. This territorial division, although carefully
described as provisional in character pending the holding of general
elections in 1956, results in the handling over to the Viet Minh of the
rich and heavily populated northern half of Vietnam, including the impor-
tant cities of Hanoi and Haiphong.

CAMBODTIA.-

The Cambodian Government's reply to the French declaration of July
s 1953, was to demand the transfer of all powers and privileges still
retained by the French in Cambodia, with little sign of any concessions
in return. The French agreed in principle to this transfer of services
and also recognized the King of Cambodia's territorial command of all
military forces in the Kingdom, although the French Union Command's
desire to retain operational command of units east of the Mekong River
remained a bone of contention for some time. Franco-Cambodian negotia-~
tions developed in reverse order to that followed in Vietnam, where
nothing was done on the technical level until the treaties of independence
and association were drafted and ready to be initialed, at which time
Geneva, the ceasefire and partition made the technical details more or
less irrelevant. In Cambodia, on the other hand, negotiations on the
technical level looking towards the transfer of various services still
held by the French progressed with numerous ups and downs over a period
of many months between August 1953 and March 1954, with the result that
the Cambodians were in full possession of all the practical elements of
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sovereignty on the eve of the Geneva Conference without having ever reached
the stage of treaty drafting. It now appears that the King and His Govern~
ment might even be willing to skip this stage and to accept the Geneva
declaration as formalizing the country's independence before the world.
However, the precise nature of Cambodia's future relationship to: France,
which may well take the form of a bilateral association , in or out of

the French Union, conferring mutual rights and privileges on both con-
tracting parties, 1s expected to be defined in forthcoming Franco-Cambo-
dian negotiations.

The King's highly personal and often spectacular quest for the
realization of Cambodia's complete independence continued during much of
the period under review. It was punctuated by long absences from Phnom=-
Penh and frequent governmental crises which maintained a more or less
constant state of tension. His campaign, however, was effective in strip-
ping Son Ngoc Thanh, the intellectual and spiritual leader of the non-
Commnist dissidents, of his claim of being the standard bearer of the
cause of national independence. One by one the other dissident leaders
and their followers rallied to the royal cause, attracted by its growing
strength and success, as well as by the King's unquestioned patriotic and
religious fervor.  The Viet Minh contributed their part to this reversal
of the trend by invading the northeastern corner of the country in April
1954, The invasion was not to be compared in importance or danger to that
twice visited upon Laos and it was doubtless attempted, at least in part,
to a political and propaganda platform for the Communists to use at Geneva
in championing the cause of their phantom "Khmer Government", which in
fact enjoyed no support whatever in Cambodia as a whole.

The concessions made by the Communists at Geneva have further soli-
dified the authority of the King and His Government, who are eager to
obtain direct American aid for the development of their country. Regard-
less of any long-range limitations on their freedom of political action
which may result from the Geneva agreement, the Cambodians are convinced
that their independence and sovereignty have now been formally recognized
by all the CGreat Powers., Their principal remaining concern in this con-
nection is the breakup of the quadripartite economic and monetary system
established by the Pau Accords in 1950, which would leave them free to set
up their own currency system, bank of issue and independent economic appa-
ratus,

LAOSo-

The Laotian Government's reply to the French Government's declara-
tion of July 3, 1953 was the most cordial of the three answers to the
French invitation, and it was therefore not surprising that it was the
first to produce concrete results. The transfer of services from the
French to the Laotian authorities proceeded smoothly and with relatively
little discussion, with the result that the two Governments were able to
sign a definitive treaty formalizing Laotian independence and association
with France in the French Union as early as October 22, 1953.

The Government, conscious of the country's relative weakness and
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dependence upon French protection and support, has had fewer difficulties
attributable to emotional nationalism with respect to France than the othepr
two Associated States. It has, however, had to face two major Viet Minh
invasions during the past year, with a consequent overwhelming strain on
its slender resources and nebulous administrative structure. During both
invasions -~ April 1953 and February 1954 - the courage and determination
of the aged King of Laos in refusing to flee from the royal capital at
luang Prabang, and the relative unity of the country behind its well esta-
blished and widely respected Government, were factors of considerable
importance in galvanizing national resistance to the invaders. As a re-
sult the mission of the French High Command in defending Laos was greatly
facilitated on each occasion.

Laos has emerged from the Geneva crisis with general international
recognition of her independence, as well as the right to retaln French
assistance in training her armed forces. The provisions in the Geneva
Accord for the regroupment of Viet Minh and pro-Viet Minh dissident for-
ces 1n the two northeastern provinces of Phong Saly and Sam Neua may turn
out to be fertile in difficulties. The Government's major preoccupation
Wwill doubtless be the physical reconstruction of the battered country and
the strengthening of its economy with the equipment of a modern state.
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MILITARY REVIEW

Although lacking the means to accomplish military victory, the
Viet Minh during the years 1946-1950 conducted extensive, confounding,
and successful guerrilla activities. Frustrated by an enemy that seemed
everywhere and yet nowhere, the French, nevertheless, prior to 1950, enter-
tained hopes that the Viet Minh could be whittled down to a nuisance
force, or at least to a point where some political solution could emerge.’
However, this hope was dimmed when, in December of 1949, Red China began
supplying Ho Chi Minh's forces via trucks, carts and on the backs of men
with the weapons and munitions Ho needed to transform his guerrillas into
well-organized divisions. As the Chinese Communists neared the Tonkin
border, there was a marked increase in Viet Minh pressure. This increase
manifested 1tself in all areas, but particularly in the Tonkin-China
border area where the Viet Minh wished to establish a secure supply zone,
The French found it necessary to abandon many of their scattered outposts
in North Tonkin and began to concentrate on extending the perimeter of
the Delta. The French observed at this time that there was little strictly
guerrilla warfare in Tonkin and that when Viet Minh attacks were made,
they were made in force according to plan and by disciplined troops.

As of 1 March 1950 the Viet Minh controlled more than half the
China Tonkin border and the central part of Tonkin down to the vicinity
of Thal Nguyen, from Nam Dinh southward to a point well past Vinh in
Annam, from Tourane southward to the plateau regions, and the tip and
central portions of Cochinchina.

With the end of the rainy season of 1950 the Viet Minh resumed
their efforts to clear the China border area of the French, and by Novem-
ber the last major French post in Tonkin outside the Red River Delta was
lost.,

January 1951 marked the arrival of the newly formed Viet Minh
divisions on the scene. Through reorganization of regilments and battalions
in Tonkin, five divisions were realized. Shortly before this General Jean
de Lattre de Tassigny arrived on the scene, and, adopting a policy of ini.
tiative, threw into reverse the downward trend of French morale. Over the
next few months Viet Minh attacks, launched against the Delta area in mul-
tiple division strength, were stopped at Vinh Yen, Dong Trieu and the Day
River. During this period, as has generally been the case throughout this
conflict, Viet Minh casualties were some five times greater than those of
the French. Yet the Viet Minh always seemed able to fill their ranks.
When the waters receded after the cessation of the rainy season, 1951, it
was the French who took the initiative, dropping three parachute battali-
ons around the Viet Minh who were attacklng Nghia lo. Viet Minh losses
in this engagement were put at 3,000,

The French at about the same time commenced extensive clearing
operations in the Delta area. While many Viet Minh were killed and
thousands taken prisoner during these operations, the Viet Minh at the
completion of the operations still controlled extensive areas. The
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French found that the Viet Minh would stand and fight inside the Delta
only when they were superior in force or protecting a fortified area or
dump. Otherwise they would attempt to conceal their identity, and if
capture seemed imminent, would dispose of or conceal their weapons. At
the end of 1951 the Viet Minh had opened coordinated attacks around the
Delta for the purpose of restoring lost positions within the Delta and to
obtain rice,

In January 1952 General de Tassigny was replaced due to illness by
General Raoul Salan. There was wide-spread Viet Minh activity throughout
Vietnam during the early months of 1952, but the primary target of the
Viet Minh continued to be the Delta. There the Viet Minh had two objec-
tives - to force the French from Hoa Binh and to infiltrate more elements
into the Delta itself for the purposes of recruiting, stealing rice, and
killing Frenchmen. The Viet Minh succeeded in both of these objectives.
Large French clearing operations initiated in March and April in the Delta
saw little success. The enemy in large numbers had buried their arms,
changed into civilian clothes and dispersed.

The Viet Minh were recovering from severe losses suffered over the
past months, During the fall and winter of 1952-1953, the Viet Minh
changed the center of their military effort westward, moving several of
their best trained divisions into northwest Tonkin. In the last few weeks
of the spring campaign season they penetrated in force for the first time
into north and north central Laos. The campaign, however, halted 15 miles
from Luang Prabang and the same distance from Xieng Khouang. The rains
and the extended supply lines were too much for Giap and his soldiers.

. In May 1953 General Henri-BEugéne Navarre took over command from
General Salan. The Navarre plan called for a strengthening of the Viet-
namese forces. In the past the French had been able to thrust deep into
Viet Minh territory, but there had bheen insufficient trained forces to
hold the areas taken. A strengthened Vietnamese army could perform this
mission, according to the new French plan. Although the Vietnamese army
had increased in strength over the past year, there had been relatively
little success in digging the Viet Minh out. In actuality, the Viet Minh
had long since ceased being a guerrilla force which could be beaten simply
by a routing-out. Ho Chi Minh had acquired a well-trained, well-organized
and adequately equipped force.

General Navarre proceeded to launch an agressive campaign against
the enemy. In July he staged an airborne operation against the Chinese
border town of Langson, where the enemy had a depot, a stroke that result-
ed in heavy materiel destruction to the Viet Minh. Early in October, 1953
the initiative was again taken by the French Union in Operation '“Mouette-
Pelican" whereby a strong French mobile and amphibious force struck
Thanh Hoa south of the Delta in an effort to bottle up two Viet Minh divi-
sions. Results were inconclusive. By mid-December the Viet Minh were in
a position to strike southwestward down Colonial Route 12 through the
Mu Gia Gap to Thak Hek in Central Laos. For a short period the vital
north-south supply artery, RC 13, was cut. During the first two months of
1954, however, this attacking force was rolled back to the coastal areas
by French Union countering action.
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The major action of the war commenced when the entire Viet Minh
five division battle corps excepting three regiments launched a new Laos
attack that carried to lLuang Prabang. General Navarre inserted three
Moblle Groups into the path of this advance at Dien Bien Phu but the
Viet Minh by-passed that important road junction and continued south until
late February. Then the force returned north to strike at Dien Blen Phu
on the night of 1> March in a battle that continued through four stages
for 56 days. The French Union lost Dien Bien Fhu and over 15,000 men but
the attacker lost over 20,000 men. Dien Bien Phu represented a major
change in Viet Minh battle strategy outright assault of a strongly fixed
position with adequate field and anti-alrcraft artillery in support. The
French Union garrison was overwhelmed on 7 May and by 26 May the first
elements of the Viet Minh battle corps had arrived opposite the Tonkin
Delta to threaten that keystone of the French defensive force in Vietnam,
The battle for the Delta appeared likely to continue throughout the summer
of 1954,

Stronger than ever and still growing, the Viet Minh on July lst
controlled all of Tonkin except the Delta, which was heavily infiltrated,
most of Annam down to Pleiku and Qui Nhon with the exception of the Viet
Minh-harassed coastal strip of Tourane~Quang Tri, and, finally, the sou-
thern tip of South Vietnam. Few areas of South Vietnam and Laos were
free from Viet Minh guerrilla activities and the incidence of such activi-
tles was increasing in Cambodia.
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ECONOMIC REVIEW

The primary consideration in an economic review of the Associated
States during the past year is the war that was being fought here. This
completely overshadowed any normal economic equilibrium by limiting local
output while increasing the demands for goods and services. The factors
of production, such as avallable land, non~military manpower, and non-
military capital (government or private) were seriously limited, while
the effective demands on production were increased by the rise in the num-
bers of soldiers, the supply of money, and the concentrations of people
in the urban centers. Budgetary needs that they were not able to meet
from normal resources were imposed on the Governments of the Assoclated
States to finance the war.

In addition to the above, these governments are victims of the same
conditions existing in most under-developed areas, i.e., the lack of
surplus production, the lack of practicably accessable sources of govern=-
ment revenue, the lack of the institutions and personnel necessary for
economic development, the lack of political or economic cohesion, and, in
some degree, the lack of a sense of a market economy. These things in
themselves, disregarding the war, point to low productivity, the inability
to attract foreign capital, a badly distributed income, and low government
resources difficult to collect.

These two factors, the active war in this area and the under-devel=-
oped nature of the economy, mean that foreign aid plays a major role in
the Associated States and must continue to play a major role in any eco=
nomic development.

The axact state of the economy is not easy to determine because
statistios are not highly developed and because some of the factors are
hidden, especially some aspects of French participation. Some pertinent
information can be found, however, In the absence of any adequate statis-
tics, the gross national product of the Associated States, taken as a
whole, has been estimated at between 50 and 75 billion plasters.

Each of the three countries showed a deficit in its budget last
year, inocluding both ¢ivilian and military expenditure. The large customs
receipts, brought about by the imports for the French Expeditionary Force,
were not divided among the three countries according to agreed percentages,
however, but were kept by Vietnam to help finance the war. If these re-
ceipts had been properly distributed, the Cambodian deficit would have
been eliminated.

Two thirds of the Government budgets of between 7.5 and 9.5 billion
plasters were reported as having been used to finance the war in 1953.
Government revenues aside from customs receipts, are limited by the lack
of an administrative organization to collect other taxes.

As of May 31, 1954, more than 2 billion piasters had been advanced
by the Institute of Issue and private banks to the three governments.
This figure added to the 8.3 billion piasters transferred from private
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improve their knowledge of administrative procedures. One official has
returned after spending a year in the United States, and another is pres-
ently in the United States taking an 18 month training course in Public
Health. The Director General of Health for Vietnam, together with a
Regional Director of Health, recently returned from a 60 day observation
tour of public health facilities in the United States. Aid is also pro=-
vided to defray the additional personnel costs necessitated by American
Aid work.
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projects to provide for the transport and handling of American Aid materi-
als. There are Aid Committees for four regions in Vietnam, North Vietnam,
Central Vietnam, PMS area (Crown Domain) and South Vietnam, as well as
National Ai1d Committees in each of Cambodia, Laos and Vietnam.

They work with Government Ministries and USOM technical assistants,
to determine the countries priority needs prior to planning and submitting
their annual US$ direct aid and counterpart programs to USCM. The respec~
tive participating governments contribute the chief officers and office
buildings from non-counterpart funds, and aid committee officers receive
small indemnities from counterpart funds. Frequent national committee
meetings are held to present, review and approve questions and projects.
In Vietnam, the National Aid Committee resides in Saigon. There is a
President (Minister of Finance) and an Administrator General. Directly
under the Administrator General's control are the Reglonal Committees of
North, Central, PMS (Crown Domain) , and South Vietnam.

There 1is also a Vietnamese Aid Inspection Service providing control
over projects and expenditures. An Inspector General is responsible for
reporting directly to the Administrator General for American Aid.

There are Regional Inspectors who, in turn, report to the Inspector Gene-
ral in Saigon. This office checks mandates for expenditures, makes end-
use checks on materials and projects and exercises general supervision
and control over American Aid projects.

Counterpart funds are also made available for the internal trans-
portation, the warehousing, and the reconditioning of American Aid mater-
1&]-8.

In addition to the above, some support is glven to the Commission
Provisoire d'Importation, a quadripartite body (France, Cambodia, Laos
and Vietnam) working under the supervision of the Vietnamese National
Ald Committee and charged with the allocation of funds available under
the Commercial Import Program. An American observer sits on this Commis-
sion.

The following amounts were needed to operate the aid committees
and the Inspection Service , to pay internal transportation, storage and
reconditioning charges, and to support the Provisional Import Committee :

Ald Committee for Vietnam:

North Central South PMS
National Vietnam Vietnam Vietnam area,

FY/53 1,260,000§ 4,223,000 1,525,000 537,0006  152,000%
FY/54 1,824,000 1/ 6,076,000 1/ 1,568,300 1/ 774,000 1/ 256,000 1/

Ald Committee for Cambodia: Ald Committee for Laos:
FY/53 353,000 FY/53 293,000
FY/54 363,000 FY/54 476,650
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Inspection Service for American Aid:

North Central :
National Vietnam Vietnam FMS Area
FY/53 247,000% 292,000% 52, 000$ 154,000%

FY/5h 793,000 1/ 357,400 1/ 266,200 3/ 353,200 1/

Transport, Hanql;ng, Storage, & Reconditioning of American Aid Supplies:

North Central

- National ~ Vietnam Vietnam
FY/53 5,000,000% 600, 000$ South and PMS covered
FY/54 14,000,000 1/ 1,170,000 1/ 900,000 1/ by National Funds
Transport, Handling, Storage, Transport, Handling, Storage, &
& Reconditioning of American Reconditioning of American Aid
Aid Supplies for Cambodia: Supplies for Laos:
FY/53 2,200,000 FY/53 5,707,000
FY/54 3,500,000 FY/54 3,680,000

Provisional Import Committee:

FY/53 780,000
FY/5% 841,000 1/

In addition, 60I,000$ was used in North Vietnam in 1951 and
150,000$ in Central Vietnam in 1953 for warehouse construction.

Approximately 7% of Vietnam's annual counterpart funds are used
for the administration of the American Aid programs by the aid committees,
about 5% of Cambodia's counterpart funds, and 15% of Laos' funds. The
percentage for Laos is higher than in the other two countries because of
the proportionately high transportation costs. :

1/ Based on rate of expenditures for first six months.



9.00 - COMMERCIAL AID

Commercial aid refers to the program of providing the necessary
exchange for the importation through commercial channels of hard currency
items. Dollar exchange is furnished to importers against piaster equiva-
lents for the importation of essential supplies. This program serves two
purposes. First it provides essential items that would be unavailable
without the dollar exchange, and secondly it provides a fund of plasters
(the counterpart fund) which is used only with the approval of the USOM
for local projects designed to achieve our objectives in the three states,

The following is a list of essential supplies financed by the
commercial aid program through June 30, 1954, A special government im-

port committee, on which a member of USOM sits as an observer, decides
how the available dollars will be allocated.

COMMODITY BREAKDOWN FY/SI-54

MAINTENANCE OF ESSENTIAL SUPPLY PROGRAM

COMMERCIAL IMPORT PROGRAM
As of June 30, 1954

Programmed and

COMMOD.TY obligated US$ Percent
(Thousands ). )
Petroleum 0il & Lubricants 17,460,0 27.50 %
Raw Cotton 12,392,0 19,52 %
Ocean Freight 7,510,0 ll 83 %
Vehicles and Spare parts 5,106,5 8.05 %

Industriel Machinery (Rice and Saw-
mill, Rubber Processing, Shoema=-
king, Printing Machinery, Sewing 4,067,0 6,40 %
Machines, Air Conditioning Equip-
ment for Hospitals and Industrial
Plants, etc,. )

Mechanization North Vietnam Coal Mine 1,880,0 2.96 %
Sugar 1,536,0 2,42 %
Tobacco 1,488,0 2.35 %
Agricultural Equipment (Tractors,
Bulldozers, Harrows, Hoes, and 1,902,0 3.00 %
Component Spare parts
Rubber, Textile and Paper products 1,444,0 2.27 %
Raw Silk 850,0 1.34 %
Chemical products 984,0 1.55 %
t t
Genegggg§§£ Motors and Electrical 1,251,0 1.97 %

(To be continued...)



Programmed and

COMMODITY obligated US$ Percent
(Thousands)
Construction and Road Bullding Equi-
pment 2,564,0 Lok %
Iron, Steel & Aluminum products 645,0 1.02 &
-‘Alr Craft and Air Craft Spare parts 490,0 0.77 %
Miscellaneous Equipment and Food
products 486,0 0.77 %
Antibiotics, Pharmaceuticals, Medi-
cal and Scientific Equipment 626,0 0.99 %
Coastal and Fishing Vessels 282,0 O.44 %
Bituminous Coal 140,0 0.22 %
Fertilizers 100,0 0.16 %
Miscellaneous 270,0 0.43 %
Grand Total : 63,473,5 100 %

Status of Implementation 30 June 1954

Obligated

Committed (Licenses Is-

sued)
Arrivals

63,473,5
56,865, 4

43,184,1
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SUMMARY STATEMENT
PISCAL YEARS 1951-54 ASSOCIATED STATES DOLLAR PROCUREMENT PUNDS
As of June 30, 1954
(In Thousands of Dollars)
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Regional 08 &/¢  .ceceees 107,
Total ..: 792.5

TOTAL ¢ ceocesceseacs 124.645.2 =

Oww-=000====0
:  Program total : PA's issued H Sub-authorized : Arrivals t
C AT EGORY : H ] H H
: 1951/1954 : 1951/1954 :  FY - 1951/1954 : FY - 1951/1954 @
0 0 0 0 t
: : : : 3
: : : : :
II.- HBEALTH AND SANITATION H 8.699.5 H 8.699.5 H 8.716.4 H 6.898,.3 H
% of implementation : 100% : 100% : 100,2% : T9% :
: : : : :
III.- AGRICULTURE AND NATURAL RESOURCES H 5.520.2 : 5.520.2 H 5.499.2 : 4.525,2 H
% of isplementation : 100% : 100% s 99,6% H 82% t
H H H 3 H
IV.- TRANSPORTATION, COMMUNICATIONS AND POWER H 13.349.5 H 13.349.5 H 13.344.4 H T.985.3 H
% of implementation 3 100% ] 100% H 99, : 60% s
: : : t H
V.- INDUSTRY AND MINING : 7.8 H 7.8 : 7.8 : 7.8 H
£ of implementation : 100% : 100% : 100% : 100% H
: : : s H
VI.~- GENERAL AND COMMUNRITY DEVELOPMENT : 2.389.2 H 2.389.2 H 2.388.3 t 1.757.8 H
% of implementation 3 100% : 100% : 99,9% : . T3 t
VII.- EDUCATION : 439.7 : 439.7 : 439.8 : 339.6 :
% of implementation : 100% : 100% : 100% : 7% :
: 3 : H H
VIII.~ PUBLIC ADMINISTRATION H 1.967.8 H 1,967.8 H 1.967.8 H 1,174.4 3
% of implementation s 100% s 100% s 100% : 60% t
: : s : t
TOTAL PROJECTS CATEGORIES I THROUGH VIII H 32.373.7 H 32.373.7 H 32.363.7 H 22,688.4 H
% of implementation : 100% : 100% : 99,9 : 70% :
IX.- MAINTENANCE OF ESSENTIAL SUPPLY : : : : :
% of implementation : : H : H
: : : H H
A/ DIRECT MILITARY SUPPORT H 30.134.0 H 30.1%34.0 H 30.132.0 3 11.643.0 t
% of implementation : 100% : 100% 3 99% H 38% :
: : s : )
B/ MAINTENANCE OF CIVILIAN SUPPLY H 62.137.5 H 62.137.5 H 56.865.3 ] 43.184.0 H
% of implementation : 100% : 100% H 1, H 69,5 H
: : : : :
: 124.645.2 & : 124.645.2 = H 119.361.0 H T7.515.4 H
: 100% : 100% s 95,4% : 62% H
PLA PROG S H :
' 1 21.829.6 u Excluding : H
g ' iggz 24,500,0 TAA Allotment evessncans 601. H
Y ' 1953 54.132.1 Regional Program H
FY ' 1954 24,.183.5 Operating Cost ...... 84.5 H
:
t
t




EREED I NG FTIRM REQUESTS

(As of June 30, 1954)

0==—e000w=u=0

H PR N°© 1 H 3 H
L — COMMODITY DESCRIPTION t  AMOUNT PROJECT NUMBER H
t 01d : New 1 : : : s
3 0 0 o o :
t t H 1 H 3
H H ] t t s
: : : RIBECLAID (Categories 11 through VIII) ----eocvevceces | 214,800 | ;
3 3 H : : s
3 H H IT - HEALTH AND SANITATION .coccveoncsvscscsccsuscscscsocansce I 152,000 :
3 H H H t 3
t 4-145 1 5-11 3 Hoepital equipment *"Maternity and Child Health" H 75,000 : II-VP-40 3
t 4-119 s 5-10 : Wheel stretcher, oompact combination, dry sterilizer, t 77.000 1 II-VP=49 H
L H ] kinetometer, pneumo~thorax, X-Ray century H 3 H
t H i H H

[} s H s N :
3 3 t III - sosesesssessvsresssss 3 33,300 ¢ K
s H ] s N s
t 4=165 t 5-17 Trogioa.l fruits H 300 : III-VP-17 ]
t 4-170. ¢+ 5-22 3 V¥illys Pick-up Trucks H 12,000 : III-LP-14 3
1 4=-172 ¢+ 5=24 : Tamping Rollers, Rake, Iubricator H 17.500 : III-CP-21 1
s 4=196 : 5-29 : Messrs., Nguyen-Ba-Iuong, Lam-Tung & Vu-Thien-Thai Trainees 1 3.500 : TA-Trainee 3
s t [} i H ] :
: : 1 ) s s !
: : : IV - TRANSPORTATION, COMMUNIQATIONS AND POWER ....ccooecenes © 622,000 ¢ :
LI H i g : s :
H 2_1.";2 t 5-35 3 Graders, Bucket, Loaders, etc. ] 165.000 t IV-CP-18/c :
$ e [} H ] : :
: 3-133 : 5=36 : 2 ea., Pusher Tugs 1 275,000 ¢ IV-LP-24 :
t t H ] i H
: 2:1.?; : 5=-37 : 2 Cranes 8 ton capacity t 42,500 1 IV-LP-23 :
: . H H H s 3
: 4=175 ¢ 5-27 : 1 Tug Pusher Type t 137,000 : IV-CP-8/b t
: 4=-177 : 5-28 : Huynh-van-Diem - Observation of Port Administration H .500 t TA-Trainee [}
H : H t ] t
: : : V - INDUSTRY AND MINING «cesceeovecescesasonscsassensssssss §  Home 3 :
i H s . 3 : s
3 s : VI - GENERAL COMMUKITY AND DEVELOPMEN[ PROJECTS ............ ¢ Nome 1 :
H s H t [ [
H H H VII ~EDUCATTION cccoevsocsesccsesncestsosossasacscsces § 11,000 3 H
H H 1 t 3 s
t 4-146 : 5-12 : Trainer Kits 1 11,000 : VII-VP-4 s
: 3 H H : H
H H : : : [
: [ t VIII - PUBLIC ADMINISTRATION «covececscesccsvcscvcnsscosssssse 3 96.500 :
t ! [} t H :
t 4- 78 s+ 5- 7 : Repairs of cameras and equipment held in POA/VW H 1,000 : VIII-VP-18 i
1 4=91 ¢t 5- 8 : M, Cheng Prongsavon - Poclice and Security Methods - Trainee ] 1.500 : TA-Trainee t
t 4-150 ¢ 5-13 : Administrative charges H 13.000 3 TA- ]
t 4=-154 s 5-14 ¢ Radio equipment and motor generators 3 31,000 : VIII-CP-1l [
: s 5-15 1 Shipment of cotton from Indochina to Formosa H 50.000 H
' : g t ' :
[} H g 1 : s
: : ' MAINIENANCE OF ESSENIIAL SUPRLX ---eveescseeserenescer ! 149005000 :
H : : H H :
H : t 9.92 - MCS related to Health and Sanjtation ...ccecoveececcess 8 None H H
t H [ H H t
: 1 : 9.93 - MCB related to Agriculture and Natural Resources ...... : 90,000 : :
H H t : 1 s
t 4=99 1 5-9 3 Jute Bags H 90.000 : H
: H t H s i
H H : 9.94 - MCS related to Transportatio omm tiong & Power .. : 1,500,000 : t
: : H : H :
H 1 5=21 Aircraft and aircraft parts s 1.500.000 :
3 i 3 H 1 H
: 3 : 9.95 - MCS related to Industry and MIRARE .cccovecsesesceccces b 3104000 3 :
: s : s '= 3
¢ 4-166 1 5-18 1 Industrial machinery : 200,000 t
: 4=167 : 5-19 : Iron and steel products H 100.000 : :
: 4=168 3 5-20 Miscellaneous commodi ties for educational & scientifio use: 11.000 : H
3 H H H H H
: [ 1 9.97 - MCS related to Bducation ..c..ccccvrecciscrsctennceseee 3 None : :
t H 1 H s s
H H t 9,98 - elated to Publi tration ..ceccccscvssesnce 3 None H H
H 3 3 . ¢ t :
: [} 1 9.99 - MCS not related to Pie 0 (Tobacco, Foodstuffs: None t 3
1 1 1 eto..)s t :
t [ 3 H t t
3 : ! : B )
t 3 3 s 3 :
1 H t t : t
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TOTAL CONSOLIDATED FISCAL YEARS 1951/54 COUNTERPART PROGRAM

FOR THE THREE ASSOCIATED\STATES

AS OF 30 JUNE 1954

(in Thousands of Piasters)

==3220000000====

C A TE G O R Y

PROGRAM  AUTHORIZED 1IN

APPROVED  PROJECTS

FY-52.

FY-51 FY-53 FY-54 Total
2.00 HEALTH AND SANITATION : 12.671 : 57.900 : 58,269 : 65.367 : 194.207
3.00 AGRICULTURE AND NATURAL RESOURCES : 26.581 : 45.696 : 70.485 : 87.819 : 230.581
4,00 TRANSPORTATION, COMMUNICATIONS AND POWER : 36.559 : 97.686 : 92,365 : 278.862% : 505,472"
5.00 INDUSTRY AND MINING : 5.010 : 323 : 260 : 3.000 : 8.593
6.00 GENERAL AND COMMUNITY DEVELOPMENT : 46.208 26.799 : 28.234 s 100.299 i 201.540
7.00 EDUCATION : 8.133 : 9.232 : 13.344 : 81.664 t 112,373
8.00 PUBLIC ADMINISTRATION : 12.791 : 29.204 : 28.885 : 313.289%  :  384.169%
TOTAL, ... : 147.953 s 266.840 : 291.842 i 930,300  : 1.636.935"
H B H H H
H H H H H

® 3some FY}SS projects have been approved before
the begining of the fiscal year so as to get
their continuation without break :

Category 4.00 ~ IC$ 2.000.- °
Category 8.00 - IC$ 863.-

Program and Requiremenmts Division

USOM Saigon
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VIEY - NAN
CONSOLIDATED PISCAL YEARS 1951/54 COUNTERPART PROGRAM
AS OF 30 JUNE 1954
(in Thousands of Piasters)
—===0000000==——
PROGRAM AUTHORIZED 1IN APPROVED PROJECTS
CATEGOTRY :
PY-51 : FY-52 : ¥Y-53 PY-54 Totel
2,00 HEALTH AND SANITATION : 12,671 : 48.763 : 48.782 : 46.268 :  156.484
3,00 AGRICULTURE AND NATURAL RESOURCES : 21.068 : 16,901 : 48.027 : 61,259 i 147.255
4.00 TRANSPORTATION, COMMUNICATIONS AND POWER : 36.559 : 68.120 : 56.537 : 175.199 s 336.415
5.00 TINDUSTRY AND MINING : 5,010 : 133 : 120 : 3,000 : 8.263
6.00 GENERAL AND COMMUNITY DEVELOPMENT ; 46,208 : 26.799 : 26.386 : 92,200 : 191,593
7.00 EDUCATION : 8.133 : 6,285 : 7.585 : 65.074 : 87.077
8.00 PUBLIC ADMINISTRATION : 12.365 : 23,262 : 19,922 : 295,269 i 350.818
TOTAL « ... i 142.014 i 190.263 i 207.359 i 738.269 : 1.277.905

Program and Requirements Division

US(M Saigon
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C A M B ODTIAZA
CONSOLIDATED FISCAL YEARS 1951/54 COUNTERPAR& PROGRAM
AS OF 30 JUNE 1954
(1n Thousands of Piasters)

====00000005=~~

C ATEGORY

PROGRAM  AUTHORIZED 1IN  APPROVED

PROJECTS

FY-51 FY-52 FY-53

FY-54

Total

2.00
3.00
4,00
5.00
6.00
7.00
8.00

HEALTH AND SANITATION

AGRICULTURE AND HATURAL RESOURCES
TRANSPORTATION, COMMUNICATIONS AND POWER
INDUSTRY AMD MINING

GENERAL AND COMMUNITY DEVELOPMENT
EDUCATION

PUBLIC ADMINISTRATION

TOTAL . « . .

-0 - 7.750 6.050
5.513 27.547 20.770
-0 - 15.900 13.810
-0 - -0 - -0 -
-0 - -0 -~ 930
-0 - 1.465 3.781

426 2,803 2.553

15.898
21,344
62.100
-0 -
5.000
10.897
10.649

29.698
75.174
91.810
-0 -
5.930
16.143
16.431

se et 00 oo 4a ve ea Bs 00 ss se er e

5.939 55.465 - 47.894

#9 40 00 @0 40 56 ee 2 8 as <a es e B *e B¢ B 6o S0 e %6 64 o 00 o 00 O €5 e s se s
20 oa os a2 @0 4 e oo %5 0 am oo 4o s e 45 oe o2 e ve as +4 b av o2 ve O oo on

©5 o0 se me 50 s 5% e 40 B ve va ob S0 e se e %6 36 24 Ge 5 Se we so o6 ) v w0
@6 46 5 @6 88 06 ee 05 o8 00 Ba 08 ve se $0 se e e eb 45 o 40 40 00 O 00 O o0 o0

125.888

es 5o 58 se 56 48 46 8 08 s se 5e se Sa ek e Se a8 ec ea eo 25 oo s o2 ss O ve oo

235.186

Program and Requirements Division
USOM Saigon

96 00 84 40 0o 44 85 88 <5 W8 4e 2s se oo sa we es sn ae

- 74 -



-GL -

€€ 05 90 65 00 90 B0 Se 00 ST 4s G0 S0 40 20 U6 T 48 S0 B 0 0 sa 46 e 00 B0 Se e Se ee 00

y - LI
LaA08
CONSOLIDATED FISCAL YEAHS 1951/54 COUNTERPART PROGRAM
AS OF 30 JUNE 1954
(in Thousands of Piasters)
=—=20000000mma
PROGRAM  AUTHORIZED 1IN APPROVED PROJECTS
CATEGOTRY :

Pomes P Fr-s2 P pr-s3 P F-ss P fotal
2.00 HEALTH AND SANITATION -0 - 1.387 3.437 3.201 8.025
3,00 AGRICULTURE AND NATURAL RESOURCES -0 - 1,248 1.688 ‘5,216 8.152
4.00 TRANSPORTATION, COMMUNICATIONS AND POWER -0 - 13.666 22.018 s1.563%  ; 77.247%
5.00 INDUSTRY AND MINING -0 - 190 140 -0 - 330
6.00 GENERAL AND COMMUNITY DEVELOPMENT -0 - -0 - 918 3.099 4.017
7.00 EDUCATION -0~ 1.302 2.158 5.693 9.153
8.00 PUBLIC ADMINISTRATION -0 - 3,139 6.410  : 7.371% 16.920"

TOTAL. ... -0 - 20,932 36.769 66.143% 123.844"
H H : H H

Some FY'55 projects have been approved before
the begining of the fiscal year so as to get
their continuation without break :

Category 4.00 - IC$ 2.000.-
Category 8.00 - IC3 863.-

Program and Requirements Division
USOM Saigom
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CUMULATIVE LOCAL CURRENCY ASSISTANCE
TO THE ASSOCIATED STATES

AS OF JUNE 30 1954
(IN MILLIONS OF PIASTRES)
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1950 1954 1952 1953 1954

VALUE OF PIASTERS IN APPROVED PROJECTS AGREEMENTS (INCLUDES 132,000,000 FOR T.A.
wsseeee PIASTERS GENERATED AVAILABLE FOR PROGRAM (EXCLUDES 63 MILLIONS OF PIASTERS TRANS.
FERRED TO MISSION ADMINISTRATIVE A/C)
===« PIASTERS RELEASED FOR COUNTERPART PROJETS (mcwos 132 MILLIONS OF PIASTERS
TRANSFERRED TO T.A. TRUST FUND)
++ee¢ EXPENDITURES REPORTED BY GOVERNMENTS (INCLUDES 16 MILLIONS OF PIASTERS FOR T.A.
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