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PREFACE

This RAND Memorandum presents the results of an examination of
U.S. assistance to Taos. It 1s part of a larger study aimed at con-
tributing to the development of a coordinated U.S. assistance effort
in Laos and Thailand. The results of the parallel Thailand study are

presented in a companion Memorandum RM-4744-ATD/ISA.

The dual study was undertaken at the request of the Assistant
Administrator for Far East of the Agency of Intermational Development,
as an outgrowth of an earlier RAND study, also made for that office,
of U.5. economic assistance in Vietnam (R-430-AID). The authors of
that Report, upon its completion, made an exploratory visit to Thailand
and Laos at AID's reduest in Qctober 1964, to survey the possibilities
for a similar study in those two countries. The resulting discussions
with the U.S, Missions in both countries and with AID/Washington led

to the decision for RAND to undertake studies in Thailand and Laos.

Because of the importance of the military element in U.S. assist-
ance strategy in both countries and the interaction between economic
and military aid, it seemed appropriate that the scope of the study
should include the Military Assistance Program., The Assistant
Secretary for International Security Affairs of the Office of the
Secretary of Defense sponsored this element of the study. It was the
view of both sponsoring agencies and of The RAND Corporation that
simultaneous examination of both of the major aid programs would con-
tribute to a more comprehensive understanding of U.S. assistan;e in

the region.

A RAND team of eight people launched a six-month study in the
field at the beginning of February 1965, Three of the authors of this
Memorandum were based in Vientiane, and four of the authors of tha
companion Memorandum (RM~4744-AID/ISA) were based in Bangkok; both
elements of thg team worked in close association under the overall
direction of rthe project leader, Charles J. Zwitk, who is a co~author

of both Memoranda. He alsc maintained contact with Washington and

The RAND Corporation in Santa Monica, California, The team benefited
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from discussions in Bangkok and Vientiane with F. R. Collbohm, Gerald
F. Hickey, and Stephen T. Hosmer (all of The RAND Corporation), and

Vernon E. Ruttan of the Asian Rice Institute, N

-

This Memorandum reports the results of the Laos study, Its theme
is the relation of U.S. assistance policy to U.S5. security objectives.
While the study is broad in scope, it does not attempt to be comprehen-
sive. In the first place, time limitations as well as the extraordinary
breadth of U.S. assistance programs in Laos called for selectivity and
concentration of effort. Also, given the context and purpose of the
study, it could be assumed that most readers would be familiar with
the general nature of U.,S. economic and military assistance programs
in laos, the administrative arrangements for them, and their policy
environment, Therefore, no attempt is made to describe them Systemat-
ically and fully, Rather, they are referred te only to the extent
necessary to support the ;nalysis and suggestions for inmovation or
change in the areas singled out for study, The depth and detail with
which these areas are treated varies considerably. Some of the teopics
that were studied are only briefly touched upon here, either because
there is little new to say, or because a more complete discussion,
while not changing the substance of the Memorandum, would have made
it necessary for security reasons to limit it to a very narrow

distribution.

This Memorandum is addressed to both sponsors of the study. Much
of the team’'s investigation was devoted to understanding military
problem;. However, although recommendations for MAP are made in the
study, most of the findings refer to ciwilian programs supported by
AID. This is not a reflection of the relative importance of the two
Programs in Laos, but Eather of a central finding of the study: that
the largest contributions to increased military effectiveness in Laos

are to be expected from measures taken on the c¢ivil side.

The information on which this Memorandum is based was gathered by
the authors as a result of extensive discussions and travels in the
field, Similarly, the conclusions and recommendations reflect ideas

and opinions originally encountered in the course of these discussions.
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The authors wish to thank Ambassador William H. Sullivan for providing
generous access to all elements of the U.S. Mission and facilitating
contact with Lao officials and other informants, without which this

study would not have been possible.

A particular debt of gratitude is owed to Charles A, Mann, the
Director of the U.S. Aid Mission in Laos at the time this study was
made. His support, encouragement, and assistance were invaluable,
The authors wish to thank the many individuals throughout the U.S.
Mission who gave generously of their time both in discussion and in
facilitating the work of the authors. In particular, Norman Sweet,
Robert Scott, and Walter Bollinger of the USAID Program Office did
their best to familiarize the authors with the details of the USAID
program and were ready at all times to discuss any aspect of it. With-
out the extensive assistance ‘and guidance of Edgar Buell of the USAID
Rural Development Diwvision and of Doctors Charles and Patricia Weldon
of the USAID Public Health Division, it would not have been possible
for the authors to familiarize themselwves with the Refugee Relief
program, whose effectiveness is matched only by its complexity.

Clark Joel of the Economic Affairs Office of USAID was the source of
the information on which Chapter 8 of this Memorandum is based and
extensive discussions with him illuminated the problems and issues
relating to non-project aid. Mark Pratt and Thomas Barnes of the
Political Division of the U.S. Embassy attempted to lead the authors
through the thickets of Lao politics and arranged extensive informal
contacts with Lao civil and military leaders. During the éourse of
their travels throughout Laos the authors received at all times a
degree of cooperation and help from field personnel that far exceeded
the traditional bounds of courtesy. Finally, the‘authors might yet
be struggling to cope with the novel problems of living and working
in Laocs were it not for the unflaggiﬁg assistance of Mrs. Elizabeth

Sher, secretary to the Director of USAID.

. "

Although the study was not formally sponsored on the Lao side,
Lao officials at all levels were exceptionally forthcoming and

courteous. Discussions were held by one or more of the authors with
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the Prime Minister, the Minister of Finance, and other senior
officials of the Royal Lactian Government as well ag with pro-
vincial governors, district officers, and field representatives of
RLG ministries throughout Laos. Lao military representatives were
equally helpful, and discussions were held with the Ch;ef of Staff

of the Forces Armées Rovales, the commanders of the major military

Regions, the Commander of the Royal Lao Air Force, the Commander of
the Neutralist forces, and many younger officers, particularly
representatives of the General Staff. Senior members of the

Buddhist hierarchy also provided helpful information.

The burden of reading and commenting on a draft version of this
Memorandum was undertaken by a number of the authors' RAND colleagues,
including John Enos, Malcolm W. Hoag, Stephen T. Hosmer, David Mozingo,
Richard R. Nelson, Guy Pauker, James R. Schlesinger, Robert Slighton,
and Charles Wolf, Jr. Their efforts are gratefully acknowledged.

Oleg Hoeffding painstakingly reviewed the original draft and con-
tributed to its improvement with many valuable suggestions at every

stage of its revision.




SUMMARY

Laos is of direct concern to three major U.S. security objec-

. tives . it is a front of the war in Vietnam, it is the forward
defense for Thailand, and it is an essential participant in the -
President's development program for Southeast Asia, which symbolizes
U.S. commitment to the area. The importance of these objectives
makes safeguarding Laoe against communist takeover an enduring goal
of U.S. policy. ZLaos' smallness and lack of internal stability
stimulate the communists to seek power in that strategically located
country, and make it improbable that Laos can remain independent
solely through its own efforts, at least for many years. The U.S.
role is to provide dollar and technical assistance tco strengthen the
ability of the Royal Lactian Govermnment to -govern and defend Laos,
while, at the same time, through military means, deterring or counter=-
acting pressures too large for the RLG to handle. It is in the U.S.
interest to accomplish as much as possible through assistance,

minimizing the risks of aveoidable military involvement.

The U.S. assistance program to Laos has been essentially

oriented toward maintemance, rather than investment in the future,

Last year, only 10 to 20 per cent of economic assistance went for
long-term purposes, and only about 2 per cent of MAP for training
and military construction. The remaining funds went mainly for
current costs, such as civil and military pay, relief, air supply,
and military consumables, Maintenance is a low cost approach when
pressures are low, but a high cost, high risk approech when they
rise, as recent events have shown. The present situation in Laos
has required greatly increased Thai and U.s. military involvement,
and rapidly mounting expenditures of money (for example, MAP has

increased by $30 million -- that is, tripled -- since 1964). A more
—————a——— -

fundamental approach to assistance for Laos is needed to strengthen
the contrlbutlon the Lao can make to their own securlty

.Programs oriented toward thlS need are now being formulated. In

keeping with traditional U.S. assistance policy, they focus on

———
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building infrastructure and raising income., To produce tangible
results, projects that are large relative to Lao resources will be
needed. However preponderant the U.S. contribution, the RLG will
be taxed with additional technical, administrative, and financial
responsibilities, Meanwhile new access to funds and new opportuni-
ties to use the money in politically disruptive ways will have been
opened. Thus, while such programs have an important role to play,
in their initial impact they may by themselves be destabilizing,
divert the RLG from other tasks, and hence jeopardize the goal they

are intended to achieve,

Nothing in the history of developmental assistance indicates
that it is automatically transformed into improved security, our
ultimate objective in Laos. The basic fact is that Laos now-lacks
the civil and military apparatus needed to comvert dollars, in the
form of traditiomal economic and military assistance, into an
adequate return in terms of nation building and internal security.
For U.S., objectives in Laos to be achieved, therefore, it is
essential to confront the problem directly, making improvement in
the quality of the government and military establishments themselves

a principal objective of the assistance program.

This is the major finding of the present study. It is addressed
directly in proposed programs to increase the technical capability of
the RLG and the authority of its leaders, to reduce factiomal in-
fighting and the illegal diversion of funds, and to improve local
government and working relations between the center and the regions.
It is also addressed indirectly, first, in a suggested reorientation
of project aid to focus it as much on strengthening govermnmental
leaders@ip and promoting a sense of national identity as on stimu-
lating general social and economic development, and, second, in
spggested revisions of non-project aid procedures to regularize the
financial relationship between the Lao private and governmental

sectors, as ?ell as to reduce the dollar costs of assistance.

SEHeRET



INCREASING THE STABILITY AND EFFECTIVENESS OF THE RLG AND FAR

Laos has few competent men, and the talents of those it has are
too often wasted on factional infighting. Both problems are greatly
aggravated by corruption, which demoralizes the civil and military
services and exacerbates factionalism as public funds are used to
build the private following of ambitious power seekers, The result-
ing instability undercuts the basis for regularizing relations
between the civil and military authorities or between the regions
and the center. As a result, RLG leaders lack authority and Laos is
unable to focus even the slender resources it commands on the tasks
of defense and nation building. A leadership conscious of these
problems is beginning to emerge in Laos, and there is a demand for
change among influential circles of the elite. But the problems
are so integral to their society that it is hard for the Lao to
-surmount them on their own. The best hope for success, therefore,
lies in closer collaboration between the Lao and the Americans,'as
is frequently pointed out by the Lao themselves. The climate for

such an undertaking is good now, but the opportunity may soon pass.

The key to the American role is finding measures effective
enough to matter, but not so intrusive as to undermine the Lao-U.S.
relationship. 1In this, the manner of implementation will be as

important as the measures implemented.

Approaches to Implementation

The Americans should be clearly seen as acting to enhance the
authority of the Prime Minister, so as to increase his effeétiveness,
enlist his support, and reassure the Lao regarding U.S. intentionms.
At lower levels, too, the Americans must work through indigenous
leaders, developing their abilities and advancing the careers of the
capable. To be accepted, U.S. advice should be closely attached to
material support.- For this reason and to foster governmental' ‘
integrity, the U.S. Mission should strengthen its control over aid

funds. To minimize frictions and misunderstandings, American




personnel should develop closer personal relations with their Lao
counterparts. New measures should be phased in, gradually and tact-
fully, as experience is gained, and should move forward only as
results satisfactory both to the lao and the U.S. Mission are
obtained, We should not aim or expect to thwart natural drives to
seek authority and wealth, but instead should try to direct these
drives into constructive channels. For example, while better
controls can reduce the diversion of gqvernﬁént funds, a more
expansive economic climate will open opportunities to profit through

legitimate business activities,

Improving the RLG Civil Service

Competent Americans should work in RLG staff positions, to up-
grade RLG technical competence directly, to provide on-the-job
training and stimulation to Lao co-workers, and to give the Prime
Minister closer control over RLG operations. Their presence would
also provide the U.S. Mission with more information and influence.
At present, the RLG relies for advisors on France (about 40) and
the United Nations (about 35), with results satisfactory neither to
Laos nor the United States, USAID should form a Public Administré-
tion Division, with training of RLG officials as its first task,
and improvement of RLG organization as a long-term goal. The RLG
would need a matching agency, such as an equivalent to Japan's
Personnel Authority, to improve personnel management and increase
the Prime Minister's control over it. Thai civil service training
facilities should be used. Both for training and reorganization,
the goal musE be improving on what exists, not changing wholesale to

American systems.

The RLG should be urged to organize, with U.S. advisory partici-
pation, a government accounting office, reporting to the Prime
Minister and with authority to audit all accounts, including the
military. This would strengthen the most critical point in the
RLG's ability to regulate itself, and would hold out the promise
that U.S, assistance could flow more and more through RLG rather

than USAID channels,




A necessary if not sufficient condition for improving RLG
performance is a major increase in civil service pay and reform of
pay schedules. Present rates are grossly inadequate -~ still about
35 per cent below 196l in real terms -- and do not provide adequate
incentives for good effort, particularly at upper levels, thus
making corruption and demoralization inevitable, Higher pay is
greatly desired by the RLG and should be offered in combination with

the arrangements for improved personnel management and auditing.

Improving Military Performance

The Forces Armées Royales play an essential role in Laos, but

the FAR fails to make the military contributiom it could to rural
security or defense against communist aggression., Moreover, it is
faction ridden, and is often a disruptive force in Lao ecivil affairs

and an irritant to the public, especially the peasantfy.

More training; better pay, tighter control of U.S.-supplied
resources, and closer working relations between Americans and FAR
commanders could gradually lead to a more discipl%ned, professional-
ized, and effective FAR, In particular, the FAR logistical system
is inadequate to support effective operations and serves instead as
an arena of contention among commanders and a source of funds for
the politically ambitious. U.S. advisors.at the G-4 level, third
country technicians in FAR depots, and a working integration of the
U.8. advisory and supply functioms at the regional level would
provide the contact and leverage to improve FAR operatioms, insulate
the contending generals from each other, and reduce diversion of

funds.

RURAL, PROGRAMS

Refugee Relief

This program is, for the most part, not '"relief" at all, but

an integrated political-military war effort in the uplands of Laos,




and an outstanding success of its kind. While temptations to over-
extend it should be resisted, expansion in many areas will be
desirable. The program requires and deserves priority support from
Vientiane. The content of the program could usefully be enriched by
a more systematic effort to attract defectors from the communists,
and a supporting informational campaign. The economic component of

the program could be improved by the provision of veterinary services.

The Cluster Program

The village cluster program, which has been the cornerstone of
USAID's rural development efforts ever since its inception in late
1963, is in trensition, as demonstrated by the management this year
of the "forward areas" program and the Wapi project in southern Laos.
fhe latter represents an ambitious attempt to design a politically
effective rural program over a broad area in which security consid-
erations are closely tied to development efforts. By building on
the solid base that has been established by the cluster program to
date, it should be possible to modify the community development focus
of the present standard cluster program in favor of an approach that
more effectively supports and develops rural leadership and thereby

better promotes security,

To permit more extensive coverage, projects should be simple and
easily understcod. Increased emphasis should be given by USAID field
representa&ives to programs that contribute to organizing and making
more effective rural govermment in Laos, even though the commodity
input to these programs may be relatively minor. Guidance from
Vientiane to USAID's field representatives is essential, but over-
emphasis on the technical execution of projects can lead to neglecting
action in areas where concrete results are less demonstrable but may

be more fundamental.

ATID TO EDUCATION

Nothing the RLG could offer its citizens is more in demand than

greater educational opportunity. For both political and déveiopmental



purposes, the United States should support a major expansiocn of Lao
education. The guiding principles for the effort should be maximum
access to education (as opposed to maximum quality for the few), and
instruction in the Lao language (as opposed to the continued domin-
ance of French), Within five years, it should be possible to
increase enrcllment in grades 1-3 one-and-one-half to two times, in
grades 4-6 three to four times, in grades 7-10 tenfold.. Teacher
training must be expanded accordingly. Provision should be made
where needed for financial assistance to students of merit, for
study both in Laos and abroad, and especially in Thailand. Modest
vocational training and adult literacy programs should be comsidered,
but it does not seem appropriate at this time to provide university
education in Laos. Aid to education in Laos is no doubt the most
effective means by which traditional development assistance can be

expanded.

ECONOMIC DEVELOPMENT

Economic progress in Laos is essential to provide the Lao
leadership and people with the feeling that the future promises them
a better way of life and a more modern nation. U.S. support for
long-term development also shows the durability of our commitment
and demonstrates that we have a more constructive purpose than
fighting the enemy alone. In no case, however, should economic
effectiveness be the sole criterion against which programs are
judged. Political and security considerations must be adequately
taken into account even in programs that have development as their

apparent goal.

Conmercial restrictions and uncertainties generated by the
civil and military authorities are a major barrier to economic
progress in Laos and should be a matter for priority attention by
the U.5. Mission. A more adequate road system, including feeder
roads, would serve to promote national unity and security objectives
as well as to promote commercial activity in rural areas. Similarly,

development of Lao rivers as transport arteries should be considered.




USAID is inaugurating a rice purchase program to supplement its on-
going rice seed multiplication project. This program should include
provision for making good the local rice deficits that may arise as
a result of our purchases, and should be designed to strengthen, not
supplant, private commerce in rice. .A moderate differential between
the Lao and internal Thai rice price would stimulate Lao production
but still provide rice at a saving to USAID because of the Thai
premium on rice exports. Because the Lao price is below the world
market price for rice, consideration should be given to furnishing
fertilizer and other imports at subsidized prices. However, large
scale technical assistance and capital investment to increase Lao
agricultural productivity does not appear appropriate at this time.
A program that promoted the development of provincial capitals as

economic centers would alse support economic progress in rural areas.

NON-PROJECT AID

Continued non-project aid is necessary to support the Lao
economy and help Lacs bear the costs of a major military effort.
This aid would be more efficient and less costly for any given
level of the RLG budget deficit if the U.S. Import Program were
reduced in size and limited to U.S. goods, and the Foreign Exchange
Operations Fund increased accordingly. Tighter controls should
also be established over the U.S. Invisibles Program. These changes
can be accomplished without jeopardizing the financial stability
achieved since the January 1964 stabilization program. To encourage
exports the United States should urge the RLG to end the present
practice of requiring exporters to surrender foreign exchange at the

unfavorable official rate.

THIRD COUNTRY ASSISTANCE

The primary value of third country aid in Laos is not its
contribution to easing the financial burden on the United States,
but the tangible evidence it gives of international support for the

RLG. However,/such aid also provides leverage for the third country.
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This can be troublesome if the donor does not share U.S., or even
RLG, objectives, as is often the case with France, While it is
desirable to have as broad an international backing for the RLG as
possible, the United States should be prepared te fill the gap in
cases where other donors attempt to influence the RLG im undesirable
directions by reducing or threatening to reduce their contributions.

In the case of Thailand, political as well as economic considerations

argue for increased Thai-Lao economic cooperatiom.

U.5, MISSION EFFECTIVENESS

The priority of the USAID prégram in Laos, together with its
highly unusual nature, makes inevitable a conflict between standard
AID operating procedures and the needs of the progfam. Of particular
importance are modifications in recruitment procedures in order to
provide personnel of the required high quality. Attention should be
given to the possibility of placing greater responsibility for
recruitment on USAID persomnel and to expanded use of contractors
and non-career employees. Temporary prometions and performance
bonuses should be considered to reward outstanding service. Admin-
istratively, procuring and warehousing against expected use would
enable quicker response to rapidly changing demands, while greater
reliance on post-auditing procedures would enhance the flexibility
of USATD operations. Feedback for improved programming should be
built into USAID operations, and more research is needed on.the

characteristics of rural Laos and on the nature and tactics of the
Pathet Lao.

-t
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Chapter 1

INTRODUCTION

The United States is defending three major security objectives
in Laos. 1In the first place,-Laocs is a front of the war in South
Vietnam. The Democratic Reputlic of (North) Vietnam (DRV) uses Laos
as a corridor and staging area to support the Viet Cong. This and
the longstanding DRV ambition to control all of what was once French
Indochina have resulted in increasing DRV intervention in Laos. The
Pathet Lao are supplied, encadred, and augmented with organized units
from the DRV. Successful action against the communist side of Laos,
therefore, impedes DRV support for the Viet Cong directly and drains
. off men and materiel that would otherwise te available to the DRV
for use eisewhere. Until a more general settlement is reached in .
Southeast Asia, the war in Laos must be viewed as part of the larger

conflict.

Second, Laos is the forward defense for Thailand. The Chinese
and Vietnamese communists have clearly signaled their intention to
support a "war of national liberation" directed against the Royal
Thai Govermment (RTG) and its American ally. The prospects for this
enterprise hinge critically on the effectiveness of the communists'’
efforts in Laos. Communist failures in Laos will make their under-
taking in Thailand vastly more difficule, whereas communist gains in

Laos can add vastly to the costs to us of thwarting 1it,

Third, U.S. policy toward Laos is viewed by friends and enemies,
by allies and potential allies, as indicative of U.S. intentions in
Asia and of the U.S5. will and ability to make good on commitments
given. We are judged not only with respect to our resolution, but
on the content of our effort -- whether we are pursuing a purpose
more constructive than simply military opposition to the communists,
All this, of course, applies most tellingly to the attitude of
Thailand. It must also be a major factor influencing calculations

on the communist side, which has long argued that lack of interest
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and inability to cope with the problems and needs of the region
would eventually produce a U.S. withdrawal from the Western Pacific.
The other countries of the region -- Burma, Cambodia, and Malaysia -~
also scrutinize our performance-in Laos, and, as the President has
noted, in the final analysis even countries as far away as our NATO

allies will be affected by the degree of resclution that is shown.

These considerations are reflected in U.§. pelicy. They undex-
lie the sequence of threat and counterthreat that led to the Geneva
Accords of 1962, just as they do the unpublicized but resolute
measures taken since 1962 in response to communist violations of the
Accoxrds., They have, however, become much mere explicit, both
publicly and in private commitments, during the present year, as the
level of violence has mounted in Vietnam and Laos, as Thai-U.S.
cooperation has crystallized, and as the President has spelled out

the breadth and durability of our commitment to the regiom.

U.S. security interests would be fully served by a truly inde-
pendent, non-communist Laos. As has been authoritatively stated,
the United States neither needs nor wants Laos as a client state or
military ally._ Both history and logic, however, indicate that the
communist side will not permit such independence in a power vacuum,
Laos' internal weaknesses stimulate the communists to seek power.
Except as these weaknesses are gradually overcome, therefore, even
neutrality for Laos 1s a rxealistic goal only in the presence of
external assistance sufficient to offset communist pressures. For
the United States, this means playing an active role in Laos to
defend it against communist takeover, while attempting over the long
run to strengthen it as a social and political entity increasingly
able to govern and defend itself. A reduction of the U.S. presence,
now needed to avert communist exploitation of Laos' internal weak-
nesses, will be possible only as progress is made toward the long-

term objective of nation building.

How Laos can be preserved as a non-communist state depends

critically, of course, on events in South Vietnam. Although a

"SGR



contribution te the war in South Vietnam can be made in Laos, the
main impact will come from the other direction. A resounding victory
over the communists in Vietnam would be of enormous benefit to the
non-communist side in Laos. Even then, it should not be assumed that
the Laotian problem would be resolved automatically, The communists
would try to retain territory, military forces, and organization in
Laos, hoping to make better progress whenever the circumstances
become more propitiocus., This means that some degree of pressure
against the non-communist side would persist, and that govermment
weaknesses and fissures in the non-communist groupings would be
exploited. Viewed pessimistically, the prospect of success against
the communists might be expected to give freer rein to tendencies
toward narrow self-interest and factional infighting on the non-
communist side -- fostering anew conditions exploitable by the
communists. In any case, building a reliable bulwark against this
course of development must be part of a long-term policy toward

Laos.

If the war in South Vietnam is protracted, heavy communist
pressure in Laos will no doubt continue. If a negotiated settlement
leaves the commﬁgzéts hoping to make further gains at another time,
as has happened before, or frees DRV resources from South Vietnam
for use elsewhere, pressures in Laos will at least continue and more

likely increase, perhaps greatly,

The combination of centrifugal forces within the non-communist
side and continued pressure from the communists offers little pros-
pect that the Royal Lao Govermment (RLG) will be able to defend .
- itself during the foreseeable future without substantial U.S.
support. By the nature of the need, this support will have to
include a mixture of economic and military components. Of the two
kinds, economic support is the least costly te the United States.
Participation on the military side not only runs quickly into large
sums of money, it brings the United States into direct involvement,

entailing U.S. prestige and credibility -- even American lives. It

could also involve Thailand, with serious consequences for the




internal development and security of this important ally. The
design of the U.S. assistance program in Laos should reflect these
facts., Where there is uncertainty the risk of overspending in
dollars is to be preferred to the risk of avoidable military

involvement,

No program of assistance can develop sufficient indigenous
strength to withstand all the pressures that can be exerted on Laos
by the DRV and China. But it is reasonable to aim for an indigenous
effort that will: (1) have sufficient internal cohesion and consist-
ency of purpose to aveid being crippled by factional infighting, loss
of hope or irresponsible policies; (2) make continuing progress
against the communist side at its present level of input, local and
foreign; (3) force the DRV and China, if they wanted to reverse the
trend, to intervene on a scale that is costly, risky (in terms of
provoking a U.S. 'reaction) and obvious to world opinion; and (4)
make a major positive contribution to a joint effort, if escalation
occurs and U.S. and/or Thai forces are required in Laos. Even with
this, some direct U.S8. participation, and the credible threat of
more if needed, will be necessary to maintain Laoc independence,
Without a strong indigenous base in Laos, on the other hand, the
costs to the United States and the risk of failure will be unaccept-

ably high.

Even a program with these limited objectives is ambitious under
present conditions. The non-communist side in Laos is ill-organized
to defend itself. Tt is weakened by incompetence, corrvuption, and
factionalism., A sense of natiomhood is omnly beginning to emerge in
Laos, and the country is dangerously divided along regiomal and
ethnic lines, The war consumes a disproportionate share of its
manpower and resources., Little is left for long-term improvement,
and the morale of the people and their leaders is not adequately
supported by hope for a better future. As a result of all this,
neither the government nor the military is able to make satisfactory
use- of the material support received from the United States, for

purposes of either self-improvement-or effective action against the




enemy. The Forces Armées Royales (FAR), for example, does not make

the contribution that might be expected from a force of its size
toward sapping the enemy's strength and providing rural security.
This is the case today. It would become more glaringly and danger-
ously obvious tomorrow, if the enemy's attention and resources were
to be inc%easingly focused on Laos. The basic fact is that Laocs
lacks the civil and military apparatus needed to convert dollars,

in the form of traditional assistance, into an adequate return in

terms of nation building apnd military security.

U.S. assistance to Laos in the recent past has been oriented
essentially toward maintemance. It has paid current costs but
largely avoided investing in projects that would pay off only in
the future. Thus of total economic assistance last year, project
and non-project, only about 10 to 20 per cent was directed toward
long-term development, The remainder went to support civil and
military salaries, relief, air support, and the like, Of the
current military assistance program, only 2 per cent goes for
training and virtually nothing for military construction, the bulk
being spent on consumables. As a maintenance operation; it has been
remarkably effective. BSuccesses have been scored in many directions
scarcely foreseen at the time of the Geneva Conference. On the
other hand, the intensification of the conflict in Southeast Asia
and the deepening of the U.S. commitment cast increasing doubt on
maintenance as the dominant form of U.S. assistance. It is a low-
cost approach when pressures and commitments are low, but a high-
cost, high-risk approach when they rise, This was illustrated i
strikingly during 1964. As communist efforts increased, the United
States responded -- most dramatically with the T~28 program -- and
the MAP budget tripled, rising by some $30 million. Developments
since then have evoked further direct responses from the U.S. side,
adding costs not shown at all in the assistance budget. In other
words, the present situation has been obtained by invoking contin-
ually higher levels of effort, whereas any further deterioration in

relative posture within Laos will have to be quickly reflected by




large iricreases in U.S. expenditures and involvement. It is only
reasonable, therefore, to look for ways to defend against such
deterioration by strengthening the non-communist's indigenous base.
Efforts toward this end are more likely to succeed if begun now,
while conditions in Laos are relatively favorable, than if delayed

until the need is desperate.

Programs oriented toward these goals are now being formulated.

In keeping with traditionmal U.S. assistance policy, these focus
mainly on building infrastructure and raising incomes. For example,
construction of the Luang Prabang Road has been approved, a vigorous
effort is being made te organize financing for the Nam Ngum Dam, and
a program to increase rice productlon has begun. Infrastructure

and income have an indispemsable contribution to make, but they are
not goals in their own rxight, They contribute to the ultimate U.,S.
objecfiﬁe -- security -- only insofar as they promote the ability

of Laos to govern and defend itself. Nothing in the history of
economic assistance suggésts that there is an automatic transforma-
tion of projects designed for these purposes into improved govern-
mental performance, political cohesion, and hence national security,
-To produce tangible results, a program that is large relative to Lao
domestic resources will be required.' On past performance, it seems
not unlikely that injecting the funds, personnel, and foreign
contractors needed to carry out such a program will make it even
harder for the Lao to hold up their end of our joint undertaking.
However preponderant our contributiom, the RLG will be called on to
provide additional technical and administrative services, to deal -
with more numerous U.S. counterparts, and to take an active part in
the equitable distribution of the benefits. This will tax RLG.
competence in the purely technical sense. Meanwhile, it will open
new access to funds and new opportunities to use the money in
disruptive political struggle, Thus in their initial impact, such
projecﬁé may even be destabilizing and jeopardize the goal they are

intended to achieve.




This is not an argument for doing less. For reasons already
stated, it is essential to find suitable ways to build toward Laos'
future. What is indicated, however, is that an effort along
traditional developmental lines will not suffice. It must be
accompanied by programs that will strengthen RI.G effectiveness,
stability, and integrity of purpose. In fact, analyzed closely, it
is precisely the ability of Laos to govern itself that is the prime
objective of the assistance program. To see this, it is enough to
compare U.S., preferences as between a Laos that is poor but respon-
sive to the guidance and mandate of the RLG, and a Laos that is
wealthy but defiant of its govermment's leadership. The real

question, therefore, is that of choosing programs best designed to

accomplish the desired end. Developmental and welfare programs are

certainly needed, but neither Laos nor the United States would be
allocating their efforts wisely if they did not confront the problem
more directly, making the improvement in the quality of the govern-

ment itself a principal objective of the assistance program,

This is the major finding of the present study. The recom-
mendations in succeeding chapters reflect it, both directly-and
indirectly, Thus Part I is devoted explicitly to programs to improve
the performance of the RLG and FAR. Here the focus is mainly on the
central government -- on increasing its technical capability,
strengthening the authority of its leaders, especially the Prime
Minister, reducing facticnal infighting and the illegal diversion of
funds, and enhancing its ability to relate constructively to the
regions and to Suppor£ local govermment. The program is also

designed to augment the U.S. Mission's leverage and intelligence

with respect to FAR and RLG operations.

Selected issues concerning project aid are taken up in Part II.
Most of the recommendations refer to the further development of .
projects already started by USAID, particularly in the fields of
rural development and education. Here again, the orientation is

toward programs that not only stimulate general social and economic
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development, but specifically strengthen governmental leadership at

all levels and promote a sense of national identity and unity.

- Methods of financing don-project aid are discussed in Part TIIT,
Suggestions are made to reduce both the dollar cost and pressure on ’
the U.S. balance of payments of maintaining any given level of effort.
These measures should also rationalize the financial relationship
between the Lao private and governmental sectors, producing an
environment more conducive to economic development and governmental
integrity. The relationship af Laos to third countries, in the
perspective of U.8. security objectives, is also considered in
Part III. ZLong-term viability for Laos, it is argued, will best be
served by a gradvual economic and cultural reorientatién in which
relations with Thailand in particular are strengthened. A construc-
tive role for third country and multinational assistance to Laos is
also suggested. Finally, measures to increase Ehe effectiveness of

U.s. operatiohs in Laos are described.




PART I

A NEW DIMENSION FOR ASSISTANCE TO LAOS




Chapter 2

PROBLEMS OF GOVERNMENTAL DEVELOPMENT IN LAQS

The United States has a major stake in improving the unity and
effectiveness of the Lao govermment and armed forces. The dangers of
disunity among the forces on the noncommunist side have been painfully
demonstrated by events in Vietnam. On what is fortunately a smaller
scale so far, the same consequences can be seen in Laos. For example,
the unsuccessful coup attempted last February virtually wiped out the
Paksane-Borikhane section of the hill tribes program. A spread of this
kind of infighting could undermine our most valuable military and
political assets in Laos, $imilarly, efforts to counter the communists
by building infrastructure, stimulating economic development, and
improving health and education are essential, but will be built on )
sand if not accompanied by a substantial improvement in the ability
of the Lao to govern themselves, Again the case of Vietnam comes to
mind, where millions have been invested in social and economic meas-
ures, but where the objective of these expenditures has been frustrated
by government instability and malfeasance, In Laos the same unfor-
tunate syndrome can be seen., For example, USAID supports programs
designed to promote agricultural productivity, while army units
requisition the peasants' gutput at gun point and the RLG district
officer, for reasons of his own, forbids the movement of produce to
urban markets, What is the net effect on the peasant? In short, it
is self-deception to expgct to accomplish more with good works than

can be undone with the greatest of ease by bad government.

To acknowledge a major interest in developing effective govern-
mental and military institutions is one thing. To specify their shape
and how té bring them into existence is another, This is not usually
a major focus for U.S. assistance policy and not, therefore, a field
in which we have much experience to draw on., Undoubtedly, in the long
run, it is also true that the task must be accomplished primarily by
the Lao themselves, It is their country, and only through their own

efforts will they come to appreciate and master the institutions that




emerge. Bubt the Lao, too, are novices at building good government,
- and the best hope for success lies in a cooperative venture to which

both parties contribute their best efforts.

A period of uncertainty and pragmatic exploration lies ahead,
therefore. The problem for the United States (and Laos) is to insure
that there is a trend in the right direction, and that it is clearly
discernible, Meanwhile it is essential to wmaintain a level of govern-
mental stability and effectiveness sufficient to support ongoing
economic and military programs and a degree of responsiveness to U.S.
guidance sufficient to support U.S. policy objectives in Southeast

Asia,

Although our ultimate objective is to foster the initiative and
responsibility of the Lao, this goal can be defeated by overloading
Lao capabilities, just as a parent's ultimate objective of imparting
independence and self-sufficiency to his child can be defeated by
transferring responsibilities and authority prematurely. A case in
point is the effect in Laos of providing inadequately controlled
resources. Rivalry for their possession has a destabilizing impact
on the system which undercuts the constructive purposes for which the
funds are pfovided. Giving funds in this fashion subverts the recip-
ient, whereas giving them with proper control assures thatAthey are
correctly utilized, and in the process builds the recipient’s own
ability to use them properly. 1In the USAID Trust Fund, the Mission
has developad an instrument for controlling project aid that shows
supervision can be both effective and acceptable to -the Lao. U.S.
supervision over the utilization of aid could pe extended in areas
where it is s£i11 inadequate, in particular with respect to MAP

supplies and non-project aid.

There are many problems in building effectiveness that the Lao
will find difficult to solve by themselves, Although Americans canrot
replace the Lao in these tasks, there is a need for closer collabora-
tion between the two. Some of these problems arise because the req-
uisite technical competence is not readily available among the Lao.

Others stem from .low standards of performahce, not so much in terms




of technical skills as of working habits, integrity, and acceptance
of responsibility. 1In both respects, the Lao could benefit by working
side by side with Americans doing similar jobs, through a shift. of
Americans from "counterpart" roles into positions where they do staff

work for and with the Lao,

As elsewhere, improving the quality of government in Laos is
basically a political task, which must be carried out by the political
leadership, Paradoxical though it may sound, providing better U.S.
supervision over aid funds and placing Americans in staff positions of
the RLG, if properly handled, will work to enhance the authority of
the present Lao political leadership. The most debilitating influence
on their authority now is the limited ability of the system to carry
out their policies, due to ineffective operatiomal performance and
factional infighting, To have authority, a leader must be able to get
done what he says should be done., This authority will be increased by

making the system respond better to the leadership's policies,

Lébs is one of the world's most backward countries. Its institu-
tCions are amorphous and its modes of thought, even among many of the
elite, are pre-modern, It is difficult even to discuss its problems
in our customary terminology, because the words carry an air of sub-
stance and precision ill-suited to the shadows and ambiguities of Laos.
Nevertheless, its geographic location and political significance make
it important to us, and we must grapple with its problems, however
frustrating and bizarre the task may soﬁetimes seem. By the standards
of the West, or even of Thailand, what can be accomplished is limited
indeed, But the matter must be judged in relative terms, and the
relevant standards are those of Laos. We cannot catapult the country
into modernity, nor do we need to. But we can improve -'on the present
situation, If we do not make such progress, the centrifugal forces in

Laos may leave us no base from which to operate,

The remainder of this chapter examines in more detail the weak-
nesses in the lLao system alluded to above. This is not a complete
description of the system, but focuses only on features that present

special obstacles to U,S5, policy and that can be significantly affected

~



by the U.S. assistance program. Chapter 3 offers specific program

recommenda tions,

INCOMPETENCE, FACTIONALISM, AND CORRUPTICN

The most serious ills afflicting present Lao leadership are
incompetence, factionalism, and ceorruption, Taken singly, each is a
major problem. Together they are mutually reinforcing and supported
by historical factors and traditional Lao values to an extent that
makes it doubtful whether they can be overcome by the efforts of the
Lao aleone. This 1s often pointed out by senior Lao, both civil and

military.

Laos 1s notable for the lack of qualifications and experience
with which its leaders must meet its complex and weighty problems.
This is hardly surprising. The country's educational establishment
does not begin to supply the country's needs. Education abroad,
although an invdluable supplement, is inadequate quantjitatively and
often produces a Lao who is out of touch and even out of Sympathy
with his country's ways and needs, Both the policies of the French
colonial administration and the tumultuous domestic developments in
Laos since independence have prevented the establishment of a tradi-
tion or fund of experience adequate to develop competent leadership.
This means that truly competent men are few and that their skills

must be carefully husbanded and deployed,

The Lao power structure tends to organize itself into factions,
based on allegiance to an individual or family, or a regional or
ethnic elite. Both Cthe army and the govermment, therefore, become
arenas in which the struggle for power between these factions is
carried on., This means, in the first instance, that the energies and
offices of the nation's leaders become the instruments of internecine
warfare, rather than the means of achieving national goals. Second,
the struggle for factiomal power inevitably becomes in part a struggle
to contreol positions of authority. Individuals are placed in office
because of their factional allegiance or family connectioms, rather

than for reasons of qualification, Thus the country's small stock of

SR



competent men is not used to best advantage. Good men are not neces-
sarily placed where they can do the most good. 1Instead, positions of
critical importance are often preempted by men of lesser competence,
motivated to use their office as a perscnal or factional status symbol,

rather than to do the best job with the qualities they command.

The role of corruption in Asian societies is difficult for the
Westerner to understand, Many extra-legal payments, which would be
regarded by us as blatant graft, are so well accepted and so firmly
embedded in tradition as to carry the legitimacy of the tip we leave
in a restaurant, ©Payment is not unethical; indeed, nonpayment may
constitute a high-~handed breach of implicit contract. To say this
much implies that we must strain our powers of comprehension in
judging the effects of corruption in Laos., It would be pseudo-
sophistication, on the other hand, to leap from this modest insight
to the conclusion that all forms and degrees of corruption are accgept-
able to the Laoc and compatible with that minimum of performance
required for the survival of Lao society. On the contrary, in recent
years, under the impact of social upheaval and the introduction of
massive quantities of U,S5, aid, techniques and uses of extra-legal
transactions have been developed that have no sanction in Lao tradi-
tion. Furthermore, under the pressures of communist attack, many
time-hallowed practices may themselves require revision, Difficult
though the task may be, therefore, it is necessary to make a serious
attempt to appraise the role of corruption in Laos and its impact om

U.S5, objectives there.

All the well-known consequences of corruption operate in Laos.
It diverts resources. It distracts the nation's leaders from their
legitimate duties. It is contagious im that honest officials are
corrupted or demoralized as they see less scrupulous colleagues grow
rich, DBut its gravest consequence from the U.S. point of view is that
it is politically destabilizing to a degree that threatens the con-

tinuity and integrity of the government,

In the first place, corruption stimulates factionmalism. Not only

does a position of power give access to wealth, but the acquisition of




wealth opens the route to increased power, Since the authority of

the factional leader depends on his persemal following, he uses his
resources to buy followers. Indeed, without resources at his personal
command, his following is likely to prove of dubious reliability, as
the recent experiences of Phoumi and Kong Le demonstrate. The competi-
tion for resources becomes part of the competition for power. Cne
faction dares not leave the field of corruption to another without
risking its own power position. Since so many resources flow from
Vientiane, the culmination of this competition is often a struggle for
control of the central govermment itself, Second, the widespread,
widely known existence of corruption discredits the govermment and
provides a wmoral justification for variously motivated attacks against
it. Lao in all walks of life are literally obsessed with the problem.
Thus even the most self-seeking aspirant to power can mobilize support
by advertising his cause as an assault on corruptiom. It is not sur-
prising, therefore, that in each of the coups since Kong Le's in 1960,
corruption and the control over resources has figured both as a prime

motivating factor and a political justification,

Since so many of these problems are integral to Lao society, it
is hard for the Lao to surmount them on their own., The surest route
for a man to improve his capabilities is to sServe with colleagues of
excellence -~ but it is just this kind of pacesetter who is now in
shortest supply. The strong Lac sense of obligation to personal,
familial, and factional relations makes it extremely painful for indi-
viduals in pﬁblic service to apply to their colleagues hard-headed
standards in personnel policies or in the enforcement of financial
integrity, Furthermore, it may be dangerous to do so, should an
offended colleague find the means to take revenge through his own net-
work of friends, relativeg, and allies., This sense of danger acts,
too, to preserve the factiomal character of the Lao power structure
and therefore the frictions that factionalism creates. Did the com-
mander who responded to Phoumi's appeal last February act as a free
gesture of loyalty or as insurance against the possibility that Phoumi's
coup would succeed and his failure to respond would be punished? Until

there is assurance that factions will not rule the roost, individuals
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will tend toward factiomal allegiance for self protection -- the

problem breeds its own continuation.

CIVIL AND MILITARY AUTHORITY

The distribution of authority between Lao civil and military
leaders is ill-defined, variable, and subject to dispute, Sometimes
hidden, sometimes overt. In part this is natural in a country long
at war. A wide spectrum of govermment activities have security impli-
‘cations, and military leaders inevitably become involved in areas that
in other countries are left entirely to civil authorities, However,
military leaders, especially in Vientiane, also intervene in civil
affairs to increase their perscnal political power, Control over
armed forces and over the large volume of resources that flow through
military chamnels tempts the ambitlous general again and again to turn
the army into an instrument of personal authority and to use this base
to increase his influence on civil affairs, even to the point of

upsetting the govermment.

An immediate consequence of this tendency is to promote competi-
tion and distrust among military leaders, At present, some of the
country's most able militarﬁ leaders fear arrest or assassination at
the hands of their colleagues, This of course undermines the military
effort against the communists. For example, most of the military
movements in Laos in the early months of this year were directed
against other non-communist units, in preparation for, and as after-
math to, the attempted February coup. The best organized and most
effective military operation conducted by the General Staff since
Operation Triangle in the summer of 1964 was the suppression of dis-
sident FAR elements in Thakhek in late February. Able military.leaders
are scarce in Laos, The country can ill afford the reduction in num-
bers and effectiéeness now occurring through political rivalries and~

intrigue.

In addition, the work of civil authorities is impaired by the
encroachment of the military. What kind of performance can be expected

from the Customs Service, for example, when its officers are waved




aside at gunpoint by military convoys carrying contraband? At a
higher level, the govermment has reason to feel hostage to the mili-
tary forces. Only timely and adroit action by the U.5. Mission
frustrated military coups against the central government in 1964 and
1965, The orderly development of a more modern approach to govern-
ment requires confidence, and this means that more stability must be

built into the system, Hairbreadth rescues are not enough,

As matters now stand, many of the ablest, most ambitious =~- and
public spirited ~- men in Laos are in the armed forces. They cannot
be excluded from an interest in civil affairs by simple fiat, espe-
cially when they have serious doubts about the efficacy and integrity
of the civil govermment, and harbor suspicions about the poteﬂtial use
of civil channels to promote the careers of rival military leaders.
Furthermore, in many cases it may be desirable to recruit from the
military in filling civil posts, Nevertheless, practical considera-
tions dictate the continuation of an essentially civilian govermment
" in Laos. There are no leaders now visible among the military capable
5f stepping into Souvanna's or Sisouk's role. Filling the civil min-
istries with generals and colonels would not only reduce the profes-
sional competence of the government, but would lower the capabilities
of the FAR, More important, the ascendance to power of any of the
generals likely to take the step would jeopardize his colleagues and

broduce self-destructive conflicts within the military.

For all these reasons, a normalization of the relatioms and the
distribution of responsibilities between the civil and military is
needed. This must be based on greater confidence by the military in
the performance and integrity of the civil government on one hand,
and increased professionalization of the military on the other. They
must be able to take pride in comporting themselves like scldiers and
feel assured that their careers will be advanced by so doing. And
they must know that neither they nor their rivals will find an alter-

native route to power by dominating civil affairs.

i
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REGIONAL AND ETHNWIC DIFFERENCES

Even among the ethnic Lao, there is a long tradition of regional
autonomy and rivalry, stemming from the days of the Mekong city states
into which Laos was once organized, This is reflected today in the
domination of regional affairs by locally prominent families and in
the mutual suspicion among these regional elites, From the U.S.
viewpoint, it is most seriously reflected in the high dégree of auton-

omy manifested by regional military commanders,

The sense of separation felt by the ethnic minorities of Laos
is much sharper still, Each of these is distinguished from the Lao
(and other minorities) in many ways, from language and religion to
dress and world outlook. They have a history of conflict with the
Lao, and they fear Lao éomination, though the intensity of mutual

suspicion is not so great as between the Montagnards and Vietnamese,

These built-in tendencies toward separatism run counter to the
most fundamgntal common interest of the noncommunists of Laos., Given
free play, they will increasingly lead the noncommunist side ko fight
within itself, permitting the enemy to play group against group. On
the other hand, true national unity is a remote prospect. HNeither
the central government nor the General Staff commands sufficient
respect and confidence to bring these diverse groups together, Nor
does either body yet deserve such trust., Expanding their authority
prematurely would exacerbate present differences rather than pfoduce
the desired unifying effect. For example, hastily extending the
authority of Vientiane over the hill tribe programs of the North would

be more likely to wreck this valuable effort than to bring unity and
integration,

This is not to say that the cause of unity is without natural.
assets in Laos, The King is respected by almost all noncommunist
groups. The war and the expansion of the military establishment have

accelerated both geographic and social mobility. People Koy more

wly .l -
i

about the rest of their fellow countrymen than ever beféf@J‘ﬂTrave

and education abreoad has increased the sense of nationalit& among the




vounger elite, But the most important forces are external, The
pressure from the communist side has generated a sense of common
cause, And the American support for each of the noncommunist groups
has produced a set of special relatiomships between them and the
Americans. In trying to bring harmony to the noncommunist effort,
the Americans often act as honest broker -- carrying communications, \
seeking areas of mutual agreement, coordinmating operations, restraining ‘
the impetuous or reassuring the threatened. In this way, American
personnel have become a temporary unifying factor, permitting the non-
communist side to function in the interim needed to build effective |
national institutions of its own, . :

Regionalism and ethnic groupings are, perhaps, just a special ?
case of factionmalism, but they are functional in a very basic way and }
hence must be harnessed to our objectives rather than combated. Most . ?
of the fighting against the communists is carried on by a few FAR
commanders in regions outside Vientiane and by partisan forces com-
posed mainly of ethnic minorities. Their ability to operate is best
served by retaining the present kind of localization. At the same
time, friction between them and the center can undermine both their
will and ability-to fight, or even turn them against the center itself, i
Thus the building of a durable capacity to resist the communists
depends on improving the quality of the central institutions until '
they win respect and authority among these diverse groupings. Mean-

while, the job of holding the lot together must fall at many critical

junctures on the Americans.

A DEMAWD TOR CHANGE

Despite a veneer of French administrative organization, leader- ,
ship in Laos, until quite recently, has been dominated by an old and
essentially exploitative, if traditionally Asian, approach to govern-
ment. Positions of power were aktained through strength, guile, and
inheritance, and the resources and authority commanded by these posi-
tions were considered to be rightfully available for the pursuit of N

Personal rather than public ends. The public interest received




consideration only instrumentally: traditional Lao leaders provided
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benefits in somewhat the spirit that ranchers protect and fatten their
herds.

Developments since independence, most recently and threateningly
} the rise of Siho, have convinced a large and influential circle of

Lao that the old style of leadership has become increasingly ill-

' suited fo the needs of Laos., Its weaknesses and abuses are readily

exploited by Pathet Lac propagandists and organizers, while the flow

of dollars into Laos and the increase in the size and fighting capa-

e

bility of Lao armed forces have raised the stakes and the Hangers of

feudal disputes among noncommunist factions, Continued dependence on

the political mechanisms that support the old style of leadership -~

factionalism, favoritism, and corrupticn -- means continuation of an
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ineffective and inherently unstable government, ill-equipped even

with U.S, suppoxrt to act in its own defense,

A new style of leadership that draws its authority from its
ability to achieve national goals is begipning, but only beginning,
! to emerge, Whether it can become firmly established is now at issue.
Leadership in Laos will continue to be a hlend of the old and the new,
| the proportions depending on the particular individuals who come to
! , power and the ground rules under which they must work, Each step in’
) the direction of the new style of governing will make the next step’
a easier., As leaders emerge who seek the cooperation rather than the
extinction of other potential leadexrs, and as the institutions of
government become more effective in limiting the misuse of power by
‘ those in authority, fears of reverting to the old style of factional
conflicts will diminish. On the other hand, the failure of such
institutional changes to occur and the consequent retention of the

means to power by the old style of leadership will undermine the

confidence essential to continued development toward the mnew. Good

intentions are not enough to insure success, as the experience of

, CDNI testifies., The system itself must be altered, if leaders with

E -
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the best of intentions are not to find themselves forced to choose

between defeat and the adoption of the old style of operatiocn.

The attempted coup of February 3, 1965, resulted in the ouster
of two of the men most symbolic of the abuse of authority, Phoumi and
Siho., Their departure has produced a momentary sense of relief and

a demand for change, especially among civil and military officers

just below ministerial or general rank. The dissatisfaction of these

men is clearly a potential source of improvement, but it is also

destabilizing. Some of them are cleared headed and judicious, but

many, despite their good will, are inexperienced, impetuous, and

unrealistic, Because education is both rare and esteemed in Laos, a

well-educated man may carry weight in fields for which he has no

particular qualification, Thus, for example, a young doctor, with a
sound medical background but a political orientation of naive Marxism,
may be in a position to influence political or economic developments.
.The present ferment cannot safely be resisted, but unless it is

channeled into constructive directions, it may do more harm than good.

A ROLE FOR THE UNITED STATES

A number of circumstances make the present period more propitious
for favorable development than has been true in the past. On the other
hand, the basic weaknesses of the system remain, and there is little
assurance of success unless some of these can be ameliorated. There
is now an opportunity (Which may not last if it is not acted on) for
changes 'in the desired direction.

At the most senior level of government are a Prime Minister and
Minister of Finance who enjoy the confidence of almost all noncommunist
leaders in Laos and who appear able to work together in the new style.
This is as favorable a combination as is likely in the foreseeable
future for breaking the cycle of self-fulfilling suspicion and cyn-
icism, However, they are limited in both the budgetary and admin-
istrative means at their disposal, and they are not without competitors
in quest of authority. For example, at .this writing, the General Staff

seems to be evolving into the fiefdom of a single clan, one of whose
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members was recently appointed Director of Customs. Meanwhile,

delegations of colonels call on a respected regional commander, urging

him to lead a coup against the high command. Faced with frustrations,

either Souvanna ox Sisouk might withdraw from his present post, with

ne replacements of comparable caliber in view. Even if they stay, a

failure to achieve results will create dissonance in the ranks and

undermine their effectiveness and resclutiom.

The combination of tact and steadfast support displayed toward
the present RLG leadership by the U.S. Mission has produced an atmos-

phere of exceptional mutual confidence, The Mission's restraint in

pressing its views has allayed peossible fears of neo~-colonialism.

The Lac are in any case not xenophobic, At the same time the deter-

mined U.$3, commitment to Southeast Asia has reassured the Lao about

our long-run interest in their counrtry. These factors have strengthened

relations between the United States and the noncommunist elements in

Taos, They have also contributed to the growing estrangement between

the latter and the Pathet Lao. Given the uncertainties of life in

Southeast Asia, however, we cannot be sure that the present cpportuni-

ties for Lao-U.,5., cooperation will always be available.

Even the Lao most alert to the weaknesses of the present system

have only limited confidence in their own unzided ability to overcome

them. Virtually every Laoc we interviewed, from ministers and- generals

to captains and district officials suggested on his own initiative
that Americans should play a more active rele, This is not as sur-
prising as it may at first seem. Many Lao albtribute responsibility
to the United States for the poor govermmental performance cf recent
years, which they believg resulted in large measure because the United
States provided assistance without adequate supervision or attention

to political consequences.

Lao receptivity should not be taken as a signal to rush in blindly.
An invitation to intervene issued in the abstract can produce resent-

ment when accepted in the concrete. It would be naive, however, to

suppose thalt by falling to take an active role in Lao affairs we can

avoid incurring Lao resentment. A relatively detached policy will be




seen as an indication that the United States is unconcerned with the
welfare of Laos and has only an instrumental interest in the country;
this in turn 'will raise doubts about the durability of the U.S.
commitment., Moreover, those Lao who resent our tolerance of the way
assis&ance is misused are likely to be those most imbued with a sense

of public spirit, whereas those who resent our intrusion are likely

to be those misusing the funds provided,

In short, the United States is already a major participant in
Lao affairs., U.S, economic and military assistance bulks so large,
the U,5, diplomatic presence is so influential, and U.S, policies

elsewhere in Southeast Asia weigh so heavily in Laos' future that

nonintervention is not feasible. By omission or commission, we

intervene daily. What is more, the present pattern of intervention

does little to bring the necessity for intervention to an end. Unless
better progress is made toward developing Lao institutions genuinely
capable of effective self-government, the U.S. involvement will be
needed indefinitely. This will bccome increasingly apparent to the
Lao, who need the prospect of true independence to make even their
current efforts seem worthwhile. The question, therefore, is not
intervention versus nonintervention, but whether in collaboration
with Lao leaders programs can be developed to give more satisfactory

results to all concerned. The climate for such an undertaking is

favorable at present, TIf we let the opportunity pass, we may end
like the man who would not fix his roof while the sun was shining,

but was forced to do a hasty job of patching under much less promising

circumstances.
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Chapter 3 \

MEASURES TO INCREASE RLC AND FAR EFFECTIVENESS AND STABILITY

The key to taking a more active American part in Lao govern-
mental development is finding measures that are effective enough to
matter, but not so intrusive as to undermine the basic Lao-U.S,
relationship. The resolution of this conflict must be sought in
the well~known principle that the manner of the execution is oftén
more important than the content of the measure being executed,

This chapter suggests- first some general lines of conduct that
would make a U.S, effort blend more effectively with the work and
attitudes of the Lao; and second a menu of more or less concrete

measures through which the United States can support the govermment-

building process in Laos,

SOME GENERAL DIRECTIONS TO FOLLOW : ’

Relations with the Prime Minister

U.S. policies must be clearly designed to enhance the authority
of the Prime Minister., This is necessary to gain his acceptance and
to reassure the Lao that the United States seeks to strengthen their
government, not to take it over. DBesides, it is essential to tLe
ultimate objective. People everywhere, but especially in a society
like that of Laos, tend to trust and respond to an individual,, rather
than an abstract institution. In particular, confidence in Souvanna
and his authority is a unifying factor for the country because he is
the least likely to use his power for parcochial ends. The central
government as an institution does not carry the same assurénce,
because it and many of its organs have too often been used for
factional infighting. A major goal for the United States, therefore,
is to increase the responsiveness of the central government and the
General Staff to the guidance and values of ‘the Prime Minister. As
this is accomplished, public acceptance of the institutions will also

grow, increasing their effectiveness. Meanwhile, by strengthening




relations between the U.S, Mission and the regional commanders, the
Americans can serve the Prime Minister as a link between him and
them. This will help him fulfill his unifying function without

waiting for perfection in the General Staff or being stymied by its

present defects.

The occupant of the post of Prime Minister may change from time
to time. To function effectively, however, any occupant will need
the authority and administrative means to make the govermmental and

military apparatus execute his policies. By putting themselves in a

position to help in these respects, therefore, the Americans can
facilitate orderly succession to the office, reducing the likelihood
that Souvanna's successor, say., will be hamstrung because he lacks

Souvanna's personal stature. In this way, too, they can be better

placed to influence, if necessary, the conduct of occupants who,

because of pressures or personal proclivities, might adopt dangerous

policies.

Working Through Indigenous Leaders

At lower levels as well, our efforts should be toward developing
and strengthening the indigenous leadership, but this will be more
difficult because the quality and motivations of men at this level
are uneven. Our weapon here is selectivity. Where leadership
positions‘are already in the hands of good men, we should make a
special effort to support them materially, to encourage them to take
the initiative, thus developing their own leadership capacities, and
to promote their relationships with higher levels of authority. As
these men advance in effectiveness and rank, men of more marginal
caliber should become receptive to adopting the same standards of
performance. There will always be some who are basically inadequate.
It ;s most realistic to expect that little will be accomplished
where they are in authority and hence to focus our efforts elsewhere.
There is more to be done in Lacs than we or the Lao can undertake at
once. It should be bossible to work principally through support of
desirable elements, avoiding conflict with (but also support of) the
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less acceptable. Meanwhile selective advancement of the able,

together with natural attrition, will improve the overall quality of

the government.

Using Resources to Maintain Leverage

Much of our influence in Laos depends on our control over the
flow of resources. If we want our advice to be taken, we will do
well to attach it closely to accompanying support. Furthermore,
existing Lao institutions are not yet capable of insuring correct
end use. Premature transfer of control over resource allocation,
therefore, has the effect of corrupting rather than strengthening
the allocating institutions, by making them instruments of abuse
rather than control. On both counts -- maintaining U.S. influence
and fostering the integrity of the government -- the ﬁission should
maintain and in some instances increase its control over resource
flows. Many Lao, for example, spontanecusly praised the USAID Trust
Fund to the team, on the grounds that it assured thec use of aid for
its intended purposes, in contrast to other methods of transfer
that did not supervise end use. Thus there is acceptance among the
Lao of both the desirability and propriety of close U.S. supervision
of aid funds. By contrast, we may end up with both the wrong friends

and the wrong enemies if we make the funds available without such

supervision.

Fostering Personal Relations with the Lao

As in most Asian countries, personal relationships play a most
Important role in Lao governmental and military affairs ~- far
greater than in western societies. The acceptability and effective-
ness of Americans in Laos are greatly increased if their stylc of
work takes adequate account of this fact. To get results at the
working level, we must also build relations at the personal level.
Although the members of the Mission are certainly well disposed to
their Lao counterparts, they could do much more in this respect, on

an individual-to-individual basis, with .major benefits for their
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work. Thers are now instances in which Lao at various levels of
authority, including some quite senior, have established a degree of
mutual confidence with individual Americans approaching that considered
necessary for a reliable working relationship among the Lac themselves.
Por the Americans, this required linguistic qualification, an ability

to contribute to the professional pursuits of the Lac, and an expenditure
of time and attention far beyond that afforded by the normal cycle of
working meetings and diplomatic entertainment. It is the unusual
American who can play this role, but with even a few, if strategically
placed, the payoff can be large in terms of our ability to communicate
with the Lao and to comprehend and influence events. Senior members
of the Mission should be able to encéurage a general tendency toward
more personal contact by giving explicilt recognition of its walue to
the staff they supervise. Individuals who prove especially apt at it
must be spotted and supported, and full use should be made of their
potentialities. These considerations argue powerfully for offering
adequate incentives to acquire linguistic qualification and live

close to the Lao (for example, in the provinces), and for increasing

the number of Americans working side-by-side with the Lao, rather.

than out of Mission offices.

A Public Rationale for Qur Policies

For purposes of public explanation, the focus for the set of
recommended actions should be support for the current efforts of the
Prime Minister to improve the quality .of government and reduce
corruption. This combines several important elements: (1) It
supports the Prime Minister's authority, moral as well as practical.
(2) It attacks a problem widely recognized by the Lao. (3) U.S.
concern with the disposition of our aid is recognized by the Lao as

a legitimate reason for active American participation in the work of

the government.

Pragmatic Implementation L.

Some of the measures recommended in the next section are novel.




Taken in their entirety, they could have a major impact on develop-
ments throughout Laos. On both counts; they should be instituted
gradu&lly and tactfﬁlly. This is important in order to make use of
the experience gainéd in earlier phases to improve design and
implementation in the later, to'give the Mission time to master its

new operational responsibilities and to avoid alarming or over-

whelming the Lao.

Only as results satisfactory to both the Mission and the Lao
are obtained from the first steps should additional ones be taken.
Although the measures are intended to improve the general climate
for institution building in Lacs, true progress can be achieved only
through the exercise of initiative by Lao leaders of genuine stature.
Men with more advanced conéepts of leadership are beginning to
appear in influential positions in Laos. The best hope for success
lies in encouraging them to take the initiative, while providing

the kind of financial and administrative support they need to be
ef fective.

The measures are also designed to provide the U.S. Mission with
a capability in being, permitting it, as desired, to take a more -
active role in govermmental development. The intention, in other
words, is to create a suitable set of instrumentalities. The vigor
with which these instrumentalities are applied and the uses to which
they are put must be decided pragmatically, in accordance with the
needs of the moment. Insofar as Lao initiatives a;é’successful in
developing more stable and effective practices, the Americans can
tread lightly, working és disinterested technicians to provide im-
proved RLG operational capability. Where help is needed or emergencies
arise, on the other hand, the Mission will have a richer flow of infor-

mation and be better equipped to act.

Regularization, not Regimentation

It is neither possible nor desirable to stymie the natural

drives of ambitious and influential persons to seek authority and




wealth. It should be possible gradually to direct these drives into
more constructive channels. For example, most of the important
families of Laos are involved in business as well as government.

The measures recommended in this study are intcended to reduce
opportunities for enrichment through illegal diversion of government
funds, but at the same time their net effect would be to increase
total disposable income in Laos and hence to expand business oppor-
tunities. By increasing their legitimate business activities, the
families could end up richer than before, even though their direct
access to government funds was reduced. The effect on Laos would

be to reduce the disruption of govermmental functions while stimu-
lating economic development. Similarly, political activity in quest
of office and rank must be expected to continue and can, in fact,
make an -important contribution to the emergence of effective leader-
ship. What is needed is to enhance the relative probability of
success for leaders who tend to operate in more modern and con-

structive ways.

PROGRAMMING RECOMMENDATIONS .

Concrete measures must ‘be tailored by the Mission to fit pre-
vailing circumstances and can be adopted only in cooperation with
the RLG. The measures suggested below are therefore described in
relatively general terms. It is believed that they would, in some
form, be acceptable to the RLG. Many were initially derived from
suggestions by RLG officials, but no attempt has been made, of

course, to explore formal RLG responsiveness.

’ The measures are essentially administrative, whereas the
problems they are addressed to are essentially political. The
paradox is inevitable, as the United States cannot rely primarily
on taking political initiatives to attain its objectives with
respect to Lao domestic developments. We can, however, press for
administrative measures clearly related to our assistance propram,
but also conducive to the political trends we hope to foster. The

measures suggested below are intended to be of this sort, in the




following respects: (a) They should alter the rules under which the
game is played in favor of newer styles in leadership, by reducing
the misdirection of aid funds for personal gain and power. (b) They
should provide incentives for a more professional performance from
those in civil and military service. (c) They should increase the
authority of the Prime Minister and his associates. (d) They should
provide the U.S5. Mission with information and leverage at a finer .
level of detail than at present, permmitting it to influence develop-
ments in the small, rather than choosing between inaction and
swatting flies with a sledge hammer.

MEASURES DIRECTED TOWARD THE CIVILIAN GOVERNMENT

American Persounel for Staff Positions

The United States should stand ready to supply and finance
competent personnel for Staff positions in the RLG., These may be
called "advisors" but they should be prepared to undertake opera-
tional as well as advisory responsibllities, The advantages of such
staffing in critical areas are numercus. By supplying policy
guidance and professional competence, RLG performance can be mark-
edly improved. The advisors would also provide on~the-job training,
stimulation, and a standard of performance by means of which the
competence of Lao officials can be increased. In addition, the
presence of Americans would help stiffen the backbone of the RLG
and strengthen the ability of Lao officials to resist factional
pressures, Finally, Americans in staff positions could provide
useful intelligence about issues within the RLG and about per-
sonalities, making it possible for the United States to find and

support capable and sympathetic officials.

At present, the French Mission supplies about forty advisors,
operating at the ministerial and sub-ministerial levels from the
Prime Minister's Office and Foreign Ministry to the Bureau of Post,
Telephone and Telegraph. Even if these were all active, capable

men, an arrangement under which we supply the money while the French




advise on spending it should be viewed askance. French and U.S.
policies on'Southeast Asia are sharply opposed. Furthermore,
divorcing the advisor from the source of funds means divorcing him
from his most persuasive tool. In practice, with some notable
exceptions, the French advisors have ten&ed toward passivity,
waiting for advice to be sought by a counterpart who is toc embar-
rassed and sometimes too ignorant even to ask. OPEX, under United
Nations auspices, supplies some 35 experts who are supposed to act
in staff capacities. Lacking either the motivation or supervision
necessary to cope with the frustrations and vagaries of doing
business in Laos, these men have for the most part slipped into the’
same passivity as the French. On performance to date, it is fair to
say that neither source has met the needs of the RLG, nor, a fortiori,
can either be considered a reliable support for U.S. objectives in

Laos.

We can hope for better performance from Americans, acting under
the guidance of the Mission and motivated by the high priority
‘accorded Taos in U.S. policy. The excellent service performed in
this year's budget preparations by the only U.S. advisor now attached
"o the RLG is an indication of how much can be accomplished. It is
not ﬁecessary to displace the advisors now present in order to make
good thei; deficiencies by adding Americans. Their presence may
even be an asset; in part, by showing the entry of Americans as part
of an existing tradition rather than a neo-colonial takeover.
Furthermore, for some positions we too may wish to recruit foreign
nationals. However, security sensitive positions should be occupied
insofar as possible by Americans, and we should aim toward a generél
climate of opinion consistent with U.S. views throughout the advisory
staff. With attrition, and the judicious application of leverage,

this should be ohtainable in the course of time.

Advisors should be provided only at the request of the RLG. There
is already a demand onm the Lao side that the United States has not yet
met. Further requests could no doubt be stimulated by the Mission

through responding to existing requests, suggesting additional. slots,
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and channeling USAID support most liberally to those functions in
which we participate. The total number supplied would increase
gradually and be decided pragmatically in accord with the results

obtained and the Mission's ability to recruit suitable personnel.

The level at which advisors should be provided must be determined
on a case-by-case basis. However, in general, there would appear to
be scope at both technical and policy-making levels. In the latter
case, the advisor's function is, through personal contact, to generate
mutual confidetce and a more comprehensive flow of information between
his Lao colleagues and the U.S. Mission. With.proper guidance, he can
advise on many matters as long as Hé understands that negotiations on
major issues continue to be the responsibility of senior members of

‘the Mission.

The advisors supplied must have a level of technical competence
hiéh enough to perform their work and win the respect of their Lao )
colleagues. However, the present standards and technical complexity
of work in most RLG services is not very demanding by western standards.
Ip many cases a high degree of expertise will be less important than
ability to establish close personal relations with Lao officials and
flexibility in adapting one's working stylé and ideas to a novel
environment. At senior levels, in particular, stress should be gifen
to maturity of judgment, linguistic ability, and experience in dealing
with novel and unstructured situatiens. If necessary, technical
support could be given to senior advisors through a USAID special
assistant or counterpart. Thus the advisory function would be divided
into two layers: a small number of sensitive positions that must be
filled by men of relative sophistication; and under them, a larger number
of more routine positions, where technical skills are the main re-
quirement. By holding down the numbers in sensitive positions; a
sizable advisory effort could be mounted without sacrificing the
flexibility essential to the Mission's operations in Laos. Some
areas where introduction of Americans into the RLG structure would be
particularly useful are identified in connection with the recommendatious

-given below.




The Police

One area, for which no other programmatic recommendations are made
in this Memorandum, should be given’special weight -~ the police. An
excellent study of police reorganization by another group* recommends
the provision of public safety advisors in the usual sense -- that is,
to supply technical expertise in 2 consulting capacity. The report
also calls attention to the potential for corruption and the abuse of
power for political ends inherent in any police organization and fre-
quentlﬁ observed in action in the case of Laos, as well as to the fact
that the current Di}ector of Police is a man with a reputation for cor-
ruption in the recent past. A prime goal of our support for police
reorganization must be to counteract such dangers. This can be accom~
plished only in part by traditional support programs, such as train-
ing and technical guidance. A vital element would be added with res-
pect to both effectiveness and integrity if we also supplied Americans
to work in key staff positionms, such as the police inspectorate, the
special branch, or the alien control division. In addition to thése
headquarters posts, advisors accepting staff functions should be assigned
to the provincial police. The ability of the RLG to govern the country-
side will be greatly affected; to the good or to the bad, by the com~
portment and quality of the provimcial police. An advisor living and
working in a single province would have enough time to learn Lao and
could become sufficiently familiar with local personnel and police
activities to give active guidance in a way impossible for a consultant
working out of Vientiane or riding circuit over a number of provincial

headquarters.

A USAID PuBlic Administrétion Division

USAID should enlarge its support for the training and retraining
of RLG officials. This would improve the quality of RLG performance
not only through the general benefits of training but because it would

provide USAID with an opportunity to exercise selectivity among trainees,

“Frank Walton, et al., Survey of the Lao National Police, USAID,
Vientiane, 1965.




forwarding the careers of those of promise. This program should be
carried on in close consultation with the USAID advisors working in

staff positions in the RLG.

A contract such as that now maintained by USOM/Bangkok with Public
Administration Services might be useful if an organization such as PAS
could be found to supply personnel appropriate to the needs of Lacs,

The role of Ecole Royale de Droit et Administration Publique, now sup-

ported by the French, would also have to be examined. Perhaps the best

use of an organization such as PAS would be to improve this institution.

For reasons of economy and political acceptability, as much of the
training as possible should be conducted in Laos. Early exploration
should be begun of what is needed to supply training in the Lao lan-
guage, especially at junior levels. One possibility would be to employ
Thai officials trained by the PAS as instructors, Training facilities
available in Thailand should be utilized as fully as possible, with
training in the United States or France occurring only in exceptional

cases.

To support an expanded training efforc, USAID would probably need
a Public Administration Division. This Division would have training as

its first task. However, it should also concern itself with the struc-

ture and organization of the RLG, a matter now receiving active considera-

tion within the RLG itself. The present administrative organization has
been adopted upncritically from the French and is often too complex for
the Lao to operate. Furthermore, some of the most important central
organs, in particular the Ministry of the Interior, have had many of
their provincial functions usurped by the feudal character of the power
structure in the provinces. Although the matter must be approached
delicately, we must help the central government to develop the means

to give leadership in the countryside, which means upgrading the quali-
fications of the province governors and district officers and their
staffs, and increasing their responsiveness to guidance from the

Ministries.

Both in training and reorganization, it is essential to recognize

that the task is to improve on what now exists, not to change wholesale




to American systems. For this reasomn, and to enhance its general accept-
ability, the Division should work in close collaboration with RLG offi-
cials; for example, through the formation of joint study groups focusing

on individual problems.

Increased Pay and Perquisites

A necessary, though not in itself sufficient, condition for improv-
ing government effectiveness in Laos is a major increase and reform in
civil service pay. As a result of inflation, civil service real income
has fallen by about 50 per cemt since 1961. This has undermined civil
éervigé morale and in some cases made it virtually impossible for govern-
ment officials to live on their salaries. A pay scale under %hich a
government minister earns no more than a cook in household employment
is not interpreted as a serious attempt ak remuneration, but rather as
an invitation to self-remuneration through illegal or inappropriate
means. The result is corruption, inefficiency, and a lack of discipline.
Also, if other measures designed to improve the quality of government
performance are to be effective, an adequate, equitable wage scale for

civil servants must be established, .

The problem of inadequate pay is particularly serious at senior
levels. Governmment salaries at upper levels do not begin to make it
possible for senior officials to maintain a standard of living appro-
priate to their rank or comparable to that maintained by foreign offi-
cials or private businessmen in Laos. What is needed is a massive
increase in government pay scales at the upper levels. Since relatively
few individuals are involved, the cost of such an increase would be
small, but the benefits would be large. If such a major pay increase
raises political difficulties, consideration should be given to pro-
viding part of it in kind, through increased provisions for cars, hous-
ing, and household servants, Senior officials also incur sizable mone~
tary obligations as part of their responsibilities. For example, during
public appearances, especially in the countryside, they are expected to
make religious and philanthropic contributions; they also must enter-

- tain other, dignitaries and visitors from abroad. These obligations are
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functional and firmly established, They cannot and should not be
ignored. However, they should be normalized by regulations, legal

sources of funds, and accountability.

Insufficiency is not the only defect in RLG civil service pay.
Pay differentials for variations in skill and qualification are inade-
quate to provide incentives for good performance or self-improVvement.
Too large a share of the total is based on family size and cost of living
allowances, while relative pay increases based bn seniority alone exceed
those obtainable by advanceing in grade. Even more serious is the fact
that, at senior levels, payment for service abroad is many times greater
than for service in Laos. The only way senior civil servants can live
within their pay is by spending as much time as possible abroad, saving
there to spend at homz., It is not uncommon, therefore, to find a man
whose services are badly needed in Vientiane absent from his post for
three months to attend, say, a conference on ceonsular law in Vienna.
Considering the weight of Laos' domestic problems and that most of her
important relations with other countries are handled in Vientiane, a
pay system incorporating this strong disincentive to serve at home is
especially perverse. Pay for service at home must be increased and the
return on serving abroad should be reduced, (A& way of doing this, by
reducing opportunities for manipulating foreign exchange through "invis-

ible' transactions, is suggested in Chapter 8.)

The RLG has doubled base pay {(pay net of family and cost-of-living
allowances) for all civil servants as of July 1, 1965, The increase
amounts, on the average, to about one-third of the previous rate of
payment. This is a step in the right direction, as it has restored
some of the relative differentials between ranks. However, allowances
will still account for more than half the total, and increases will
still be excessively based on seniority rather than promotion. Further-
more, the increase will not provide adequate absolute levels. For
example, a married man with two children, after eight years of service
in the lowest of the three civil service grades, will now earn a little
over 11,000 kip per month, whereas according to UBAID estimates, a

relatively austere budget covering food, clothing and sundries (but not
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rent) for a family of this size would come to over 19,000 kip., For
higher grades, the new pay scale covers this minimum requirement, but
still falls far below the levels appropriate to the recipient's social

position or the rate of pay he might expect in private employment.

It is-desirable, therefore, for the U.S. Mission to begin now to
consider what further increases and structural reforms are needed. As
the Mission view is formed, joint consultations with the RLG could
begin. The ultimate objective should be the establishment of an ade-
quate and rational system of salaries, prequisites, and funds to meet
legitimate official obligations. The particulars of such a system
require detailed, technical study. By way of illustration, an increase
of 55 per cent (about 1.9 billion kip) over the payroll projected for
fiscal year 1965/66 (3.4 billion kip inclusive of the July 1, 1965 pay
increase) would be enough to: (a) provide employees in the lowest
grade with approximately enough to feed and clothe their families;

(b) preserve existing relative differentials between grades; (c¢) pre-
serve existing absolute differentials based solely on seniority (there~
by-reducing their relative importance); (d) establish two or three
additional upper grades to open the route to advancement for the more
compefent; (e) provide salaries of 150-300,000 kip per month ($300-$600
at the free market rate) and expense accounts of 40-50,000 kip per month
for the most senior 100 positions. This would bring average real civil
service pay to about the level of 1961 once again, but with a much

%*
improved incentive structure.

U.S. willingness to meet these costs would generate considerable
good will, especially among the best elements in the RLG, This should
help to induce the RLG, acting jointly with the U.S, Mission, to undertake

*An increase of this magnitude would make RLG salaries about the
same as for comparable civil service grades in Thailand (using the free
market rate of exchange between baht and kip). No precise comparisons
are possible, though, because dependent allowances are given only in
Laos. Gemerally speaking, Thai civil servants are considerably better
qualified than Lao of comparable grade. On the other hand, RTG civil
service pay is low by other Thdi standards, with the result that the
underpayment~cum-corruption syndrome prevails and consideration is now
being given to ways of increasing pay rates.



reforms, with respect to civil service structure as well as the control
over government funds. It is essential, therefore, that from the out=-
set the provision of this additiongl financial support be contingént

on the institution of such other measures, especially the two immediately
following below. For this reason, it might be best to phase, the provi-
sion of additional payroll support over a few years, that is, the period

necessary to institute the other measures.

Personnel Authority

The barriers-to effective use of existing talent within the Lao
civil service are numerous. The problem goes far deeper than inade-
quate pay scales., Thus, the cvils of promotion by seniority are rein-
forced by the diffusion of authority for personnel management through-
out the ministries and by factionalism, which makes connections rather
than ability the criterion for placement, Such a system will not
attract good people and will not make for the best allocation or stimu-

late the best efforts of those 1t has. What can be done?

One possibility is the establishment of an office, ﬁimilar to
Janpan's National Persomnel Authority, reporting directly to the Prime
Minister's office, with broad powers of civil service administration.
In Laos, the Authority would have a short-term objective of identify-
ing talent already available and insuring its placement in positions
of greatest uéefulness, and a long-term program of revising civil ser-
vice job descriptions, job qualifications, examinations, the design of
programs and selection of candidates for in~service and outside train-

ing, promotions; and so on,

The short-term program is intended to employ exceptional measures
to break through existing barriers to rational use of the country's
slender stock of competence. The long-term goal is a system that can
function effectively according to its own rules, without resort to .
exceptional measures. For both objectivés tlie Authority would need
the technical expertise and integrity of purpcse of competent U.S..
advisors. Only the combination of the.Prime Minister's authority at

the general level and the disinterested operation of the American at




the staff level will make it possible for the Authority to resist the

pressures that now make rational personnel policy so difficult.

Even so, many concessions to Lao custom will be necessary. Imn
particular, it will inevitably be easier, and politically more accept-
able, to rationalize by promoting the able than by firing or demoting
the incompetent. This will be especially true where senior posts are
occupied by men of inadequate qualifications or motivation. Their work
ig poorly done and they keep potentially better men out of these posts,
but the pressures that put them in also make it difficult to remove
them. Many, however, could be '"promoted," if sufficiently prestigiousu

and well-paid positions were made available.

Given the waste generated by an incompetent man in an important
job, the creation of acceptable sinecures might produce large gains in
effectiveness at modest cost. For example, a series of Royal Policy
Commissions on basic problems, such as economic development,.education,
or religion, might provide housing for men of experience and public
standing no longer suited to operational positions. Alternatively,
increased prominence and emoluments mighf be given the existing office
of Royal Counselor. Partial retirement under conditions of public res-
pect is honorably established in Lao tradition. Probably all that is
needed to move many men from taxing responsibilities is the homorific
and the honorarium. The United States should indicate its willingness

to foot the bill,

On the other side of the picture, there are undoubtedly many under-
utilized resources now available to the RLG. For example, some civil
servants are now in positions for which they are completely untrained.
Their productivity could be increased by retraining or transfer to jobs
for which they are better qualified. Others are in services with inade-
quate operating funds, with the result that they are quite able to work
but have no function to perform. The Persomnel Authority, by inventory-
ing the present ciGiI service staff and preparing adequate records,
could rationalize the distribution and retraining of civil servants.

In this way, it should be possible to permit a large increase in govern-

ment services without expanding the civil service roster. . In fact, even




a half-hearted attempt to count heads would reveal many 'dead souls™
on the roster, persons long since gone whose pay is now collécted and
used for other purposes. The payments now dispatched to the missing
could be saved or used for better ends. The RLG roster now contalns
only some 9,000 regular civil servants. (There are also about 4,000
contract and daily hire personnel, but they account for a relatively
trivial share of the total payroll.) An effort of médest size to
develop a better picture of who and what these people are could produce

substantial benefits.

A Government Accounting Office

Although the RLG alreday has some auditing capability, it lacks
both the authority and the competence necessary for reliable account-
ing and control over the flow of resources. There is, thus, a major
gap at perhaps the single most critical point in the govermment's ability
to regulate itself, a weakness that could be offset to a substantial.
degree by U.S. technical assistance. One way of providing it would‘be
the establishment of a Govermment Accounting Office reporting directly
to the Prime Minister or the Minister of Finance. As a newly organized
body, the office's personnel on the Lao side could be chosen afresh,
avoiding the problems created by functionaries of inadequate qualifica-
tions or integrity embedded in existing offices. It would have Americans
doing staff work, whether officially designated as technical advisors
or otherwise. This presence, in addition to bolstering the technical
capability of the office, would give it the authority to command access
and would remove the onus of enforcement from the Lao employees who might
otherwise suffer intimidation or retaliation. The office would make
use of the present flow of information from existing auditing procedures
to avoid unnecessary duplication, but it would have the authority to
run checks on these and to conduct independent audits over the broadest
range of accounts, including those such as the military, not now open
to such ingpection. Thus, in addition to providing better cgntrol over
resource flows, the office would become 2 source of valuable informa-
tion, both to thé Prime Minister and the U.S. Mission, over 2 range of

activities now carried on more or less autonomously.
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What is proposed is a new RLG institution, and its feasibility in
the form just suggested would depend, therefore, on the attitude of the
RLG. Obviously, there are other ways of packaging the same set of
essential components. There is reason to believe that some package of
them would be acceptable, because the basic elements have been indepen-
dently suggested by the Minister of Finance, that is, a revitalized
auditing apparatus with better personnel selection, staffing by mixed
nationalities, and a broadened field of investigation. It may be that
the RLG would rather see the non~lao positions not filled exclusively
by- Americans, or that it would prefer to reorganize existing offices

to creating a new one.

The establishment of a dependable auditing capacity as an essen-
tial prerequisite to transferring authority over aid funds to the RLG.
Until end-use supervision is assured, devices retaining comntrol in
American hands, such as the USAID Trust Fund, should be maintained.
Thus, although U.S. participation in the auditing function initially
would mean further American intrusion into RLG affairs, its objective
is, on the contrary, the creation of circumstances that will permit
the transfer of more complete control to the RLG. TUltimately, when the

principle and practice of RLG auditing are well established, the Ameri~-

cans can withdraw from this function, surrendering complete control to
the RLG. This phased sequence is the most prudent, but probably also

the swiftest, route to true RLE self-sufficiency.

Although the Institution of the auditing capability is intended
primaril¥ to strengthen the integrity and effectiveness of the RLE, it
should also produce savings in the U.S. assistance bill. At present,
the RLG civil budget is divided about equally between pay and materials
costs. Thus large sums, which must ultimately be met through non-project
aid, are spent on procurement through the RLG budget rather than the
USAID Trust Fund, and hence are disbursed without adequate coptrol. We
know that civil servants spend more than they are paid. It is only rea-
sonable to presume -- and there is direct evidence as well -~ that they
make good the difference in part through the misallocation of materiel
procurement, At least part of the increased- cost of higher civil ser-

vice pay, therefore, can be recovered by auditing these expenditures.
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Although it is impossible to estimate the magnitudes involved, they
may be greater than might at first be supposed. Disposing illegally
of building materials allocated to the Ministry of Public Works, for
example, is a cumbersome method of self~remuneration and must cost us,

the payer, more than it is worth to the recipient.

Improving Physical Facilities of the RLG

Most RLG offices are in dilapidated structures, expensive to main-
tain and depressing to work in. Although we do not wish to foster delu-
sions of grandeur, we should not be insensitive to the problems that
inadequate physical facilities can raise., F. H. Vittetow* describes
the demoralization of a "materials production center" expected to write
and print textbooks in a building without lights, water, usable equip-
ment, or reference works. A modest program of improving the most inade-
quate RLG physical facilities is now carried on by USALD. This could
usefully be expanded, as an indication of our interest in the long-term
development of the govermment, but more importantly as a stimulus for
RLG ministries to cooperate with USALD-sponsored programs. No coopera-

tion, no new facilities.

Increasing RLG Revenues and Reducing Incentives for Corrupt Practices

A stable, predictable govermment that exacted no extra-legal pay-
ments would do much to stimulate normal economic activity and hence to
broaden the govermment's tax base. Probably the best revenue-raising
measure, therefore, is simply a general improvement in the integrity
of the RLG and FAR,

Although it was Adam and Eve who sinmed, the serpent and the apple
played- the precipitating role. In addition to enforcing standards of
governmental behavior, therefore, we should try also to reducé the
opportunities for illegal profits and to discourage the community of
traffickers who organize the trade and provide the points of contact

for corruptible officials.

"One Year and One Million Books Later, USAID, Vientiane, April,
1965.




The more frequently administrative procedures must be invoked, the
more'opportunities there will be for officials to demand bribes or for
the swift of foot to make profits by offering them. Hence, it is desir-
able as much as possible to permit the laws of economics to regulate
business affairs, rather than to depend on licenses, price controls,
government monopolies and the like, all devices that have been amply
tried, with predictable results in Laos. The Mission should use its
influence to discourage excessive resort to administrative regulation.
In particular, if civil servants and soldiers are adequately paid, the
use of USBIP to subsidize imports for sale to them at cut prices through

"economats" and other special purveyors should be ended.

At present many goods are smuggled from Laos into neighboring
countries, especially Thailand. This trade supports an underworld com~
munity in Laes that is always seeking new ways to exploit its capital
and contacts., Many of these people are transients who would move on

if their sources of profit in Laos were cut off.

The following measures should serve the combined purposes of

increasing RLG revenues and reducing corrupt practices:

A further improvement in customs collections. Improved customs

procedures now being instituted with USAID support in Vientiane could
be extended to other major points of entry. Of greater importance, the
RL.G customs service should be provided with an adequate cadre of U.S.
or third country advisors, working in staff positioms, to éssure honest
and thorough collection. The system of forfeiture, under which customs
duties are prepaid through negotiation, rather than on the basis of
actual arrival, invites abuse and should be eliminated. Evasion of
customs is not only a source of finmancial loss to the RLG, but one of
the practices associated most notoriously in the public mind with cor-
rupt officialdom. On both counts, a major effort should be mounted

against it.

Equalizing Lao and Thai customs tariffs, Lao tariffs are now

markedly lower than Thai rates on a numbex of goods, such as liquor
and perfume, which are therefore imported first into Laos, then smuggled

into Thailand. Equalizing customs rates would eliminate rhis traffic




and would bring the Lao domestic price structure into greater similarity
with the Thai, providing better preconditions for gradual integration of
the two economies in the future. The effect on Laoc revenues is uncer-
tain -~ it would increase the duty received from each import, but reduce
the total volume of imports by eliminating that portion destined for
Thailand. Thai customs collections would clearly be increased. Thai
officials have expressed concern at revenues now lost through smuggling
from Laos. For these reasons, a willingness to consider tariff equaliza-
tion on the Lao side should be welcomed by the Thai and could, perhaps,
be made part of negotiations aimed at ratiomalizing Thai-Lac economic
relations generally. For example, more generous Thai concessions in

the matter of transit rates on goods coming to or from Laos, discussed

in Chapter 9, might be induced.

An increase in urban real estate taxes. These should be limited

to properties above a specified minimum value, to avoid burdening the
poor. Urban real estate is one of the most visible of assets, and a
tax on it should be easy to collect if the penalty for nonpayment were,

as in most countries, seizure and public auction,.

The U.S5., Mission should pay housing rentals in kip. At present

the Mission pays rentals in 12 foreign currencies by deposit in
foreign bank accounts. This is contrary to Lao law and aids landlords
in evading Lao income tax. There is, in the end, no profit to the
United States in the practice because we are the residual payers of the
RLG budgetary and balance~of-payments deficits. Thus, money we ''save"
through rental agreemesnts reached in collusion with landlords wé will
later have to pay.in the form of non~project aid. Meanwhile we give
active support to illegal practices by landlords, most of whom are

alsc RLG or FAR officers, We discredit ourselves and encourage corrup-

tion by this practice,




*
MEASTURES DIRECTED TOWARD THE FAR

- PAR is a large army for a country of 2 to 3 million people, but
it is undertrained. and underdisciplined. As already noted, its per-

- formance leaves much -to be desired in several respects. It fails to
make the contribution it should to rural security and to raising the
costs of military aggression to the North Vietnamese, It is ridden
with rivalries among its senior officers and is a disruptive force in
Lao civil affairs. The behavior of FAR units often antagonizes the
civilian populace and undermines the stature and authority of the RLG.
The recommendations in this section are designed to contribute to

improved FAR performance in these areas,

The proposed measures would establish tighter contreol over U.S.
supplied resources and, at the same time, create the necessary precondi-
tions for better FAR performance by improving the rules and conditions
under which FAR operates. They are also intended to encourage closer
relations between FAR commandexs and the U.S, Mission, especially at
the region level, This would permit the Mission to use its influence
with regional commanders mnot only to improve troop disciplihe and per-
formance, but also to encourage greater responsiveness to and under-
standing of the objectives of the central govermment. As noted earlier,
the Genmeral Staff is unable to perform this function adequately, and
overreliance on it to do so would do more harm than good to the cause
of national unity. At-this stage, the General Staff can best be assisted
by supplementing its ability to carry out critical coordinating, planning,
and supply functions. Finally, certain measures are proposed to improve

the training of FAR troops.

Some of the recommendations in this- section would require the fur-

ther introduction of U.S. (or third country) persomnel in positions

¥

“The discussion in this section refers to the FAR, It does not
deal spe'cifically with problems of the Neutralist army (FAN). The most
important :issue concerning the FAN is that of integration with the FAR.
This issue is too current. and too complex to be dealt with adequately
in this study. However, the measures suggested in this chapter have
-as one of their objectives the professionalization of the FAR, which
would facilitate the gradual 1ntegratlon of all Lao armed forces into

a Slngle establishment,
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that could be interpreted as contravening the 1962 Geneva Accords. In
recognition of this, we have tried to outline a low-visibility but high-
impact program. In many cases such additional personnel could be given
civilian status. To a large degree the measures we propose work through
financial and supply management, Above? we have suggested the establish~
ment of a Government Accounting Office. Continuing supervision over the
use of funds and supplies by the FAR would be a legitimate function for
such an Office, and the additiomal persomnel we have in mind could be
employed by the GAO in auditing capacities. TIn gemeral, the question

of contravening the Accords is a matter of interpretation. Both sides
of the agreement have frequently published charges of violation by the
other; since the Accords have not been formally revoked, it is clear
that the signatories place a substantial valu; on keeping them intact,
The potential usefulness of our recommendations must be comnsidered in

this context,

Pay and Perquisites

As with the civil service, the precondition for improving FAR dis-
cipline is the provision of an adequate level of pay and subsistence.
Military pay, like civil service pay, has declined in real value by
about half since 1961, Again, a doubling of base pay (excluding allow-
ances) went into effect July 1, 1965, the net result of which was to

increase military pay about a third over present levels.

With introduction of the mnew schedules, pay and family allowances
of men in the ranks approaches adequacy. This takes account of the
fact that their dependents are located mainly in the countryside, where
living is cheaper and more austere than in the cities. Subsistance
allowances, however, are still grossly inadequate. At present, 55 kip
per soldier are allocated for daily perishable food requirements, whereas
the USAID Requirements Office (RO} estimates that 85 kip are needed,
As a result the troops supplement their allowance at the expense of the
peasantry, stealing or underpaying for food. Tt is false economy éo
force an army fighting the Pathet Lao to provisionm itself in this fashiom.

An adequate allowance for requisitiomed food would make it possible to




impose better standards of discipline in this respect and is therefore
an essential part of encouraging better relations with the civil popula-
tion. It would also raise rural money incomes and encourage peasant

production for the market.

After the 1965 raise, pa; rates for noncommissioned and commis-
sioned officers, especially in senior ranks, will still be low relative
to their social status and authority. It is unrealistic to expect a
general commanding troops to hold his personal expenditures below the
level of a skilled-mechanic. That rate of pay invites abuse, and abuse
at the top invites abuse in the ranks. In addition, as with senior
civil servants, the higher military ranks have obligations (such as
entertaining and payments to survivors of subordinates killed in action)
that are not fbrmally funded and that, therefore, they meet through
extra~legal means. One common source of extra~legal funds is the allot-
ment for local food procurement. Thus, the inadequacy of funds-avail-
able to officers, whether for personal or official use, also results'
ultimately in underpayment for local procurements and alienation of the

peasantry,

Again, the determination of a more suitable sthedule of pay and
allowances would require a technical study by the Mission and consulta-
tions with the Lao. To illustrate its possible cost, at present force
levels for both FAR and FAN, an increase in the total expenditure for
pay and allowances of about 2 billion kip over the 6'billion now budgeted
for Fiscal Year 1966 would permit: (a) a modest 15 per cent increase
over present levels for enlisted men; (b) an increase to 85 kip per day
in subsistence allowance for enlisted men; (¢) a 30-50 per cent increase
over present levels for sergeants and commissioned officers, who receive
no subsistence allowance; and (d) an increase of two to five times in

total pay for colonels and generals.

In addition to increasing pay and-subsistence, provision should
be made now for accdountable funds to be uséd.for the monetary obliga-
tions traditiomnally borne by senior officers. In this connection, the
question of pensions and survivors' benefits shou%d be reviewed. These

are now meager in the extreme. (The RLG budget for Fiscal Year 1966




provides only 45 million kip -- $90,000 at the free rate -~ for all

military pensions.)

Better Payroll Control

Under present procedures, military units -have their own paymasters,
who receive funds from'the central budget and make distributions to indi-
vidual soldiers. The paymaster is under the local commander, with the
result that final allocation of the payroll is also under the latter's
control, permitting him to redistribute it as he sees fit. In addition
to permitting him to take a share for himself and for kickbacks to higher
echelons, this system of payment has the effect of giving him consider-
able freedom in the numbers of men he maintains in his command. His
roster may retain the names of men who are dead or -missing, so that the
receipt of their pay is continued. On the other hand, he may recfuit
locally, forcing him to spread pay and sSupplies over a larger number of
men than they are intended for. For the FAR as a whole, the actual num-
ber of men under arms has tended to exceed the number budgeted for.

This freedom in local recruiting has two harmful consequences: (1) Com~
manders compete for recruits and numbers under arms, intensifying recip-
rocal frictions and suspicions, and (2) logistic support does not match
unit strength, usually with the result that there are not enough supplies
to keep the soldiers adequately equipped. It would seem that better con-
trol over'payrolls would .permit better control over numbers, since unpaid
soldiers would be difficult to keep in the ranks. How such control might
be achieved is another question. One possibility would be for the pay-
masters to work out of the Ministry of Finance, making payment only to
soldiers who can show positive identification and whose names appear on
an official roster. Bona fide soldiers unable to appear for payment

would receive arrears subsequently.

Better Exploitation of MAP

The FAR's logistical system presents it with some of its most
acute problems. The technical difficulties are far beyond the system's
capabilities. Responses to requisitions from the field are uncertain.
Literally no one in Laos has a serviceable picture of what supplies are

now available in FAR depots or of the condition and maintenance




requirements of equipment in the field., As a result, the supplies
available often are mislaid or misdirected, and units in the field are
ill-supported and unable to use much of the equipment they have.
Second, inadequate control results in the illegal diversion of supplies
to provide funds for influential officers. Third, the struggle for
supplies 1s a major factor in the factional infighting among FAR com-
manders, The unreliability of the system thus intensifies mutual dis-
trust. In particular, it undermines the respect of commanders outside
the Vientiane region for the General Staff, the central govermment, '
and the Vlentiane Commander. Finally, with logistic support in its
present state, it is difficult for FAR to employ and develop its
operational capabilities, its most important function from the U.S,

point of view,

For these reasons, consideration should be given to increasing
the U.S. role in operating the FAR logistical system. From our Stand-
point, this would reduce the waste of our supplies and permit better
operationél performance. This would provide FAR with the learning and
self~confidence that come from more successful military operations.
Americans played an active role in almost every aspect of Operation
Triangle from which the FAR probably benefited more than from any other
single experience. Logistics is-an area in which more help from the

U.S. side is needed ~- and could be readily extended.

USAID's Requirements Office, perhaps acting jointly with ARMA and
CAS, should be expanded to provide the following kinds of assistance:
(1) ‘Technicians should be supplied to FAR depots to inventory the items
now in sfock, maintain accurate current records henceforth, supervise
equipment maintenance, and monitor the flow of supplies to assure
proper end-use. Perhaps 30-40 thixrd country technicians would be re-
quired. Men with experience in this 'work in Taos are available through
ECCOIL from the Philippines. (2)'Civilian American logistics advisors --
already requested by the @eneral Staff -~ should be made available.
At least two should be assigned to work closely with the G~4 so that
the paperwork required at headquarters does not make it impossible to

travel.extensively in the field. This would help develop both the




technical competence and the impartiality of the General Staff's logis-

tic system., (3) Meanwhile, the work of RO/Vientiane and the G-4's

office should for all practical purposes be integrated. Although G-4
should take as much responsibility and initiative as feasible,
ultimate assurance of adequate logistic support to the regions should
be provided by RO, Whether this means direct supply via Thailand or
not is a technical question. The main point is U.S. assurance of
support to the regions. This woﬁlﬁ alleviate perhaps the most corro-

sive defect in present FAR practices. (4) At least two permanent

-American representatives should be assigned to each of the major mili-

tary regions, to assure sufficient travel to the field. One of the
representatives would bear primary responsibility for techn;gal supply
functions and his qualifications need extend no further than that. -The
other, however, should have the stature and background to act as a

general advisor to the regional commander, For him, the ability to

‘make close contact with his counterpart and to understand broader

military and political matters is of greater importance than a back-

ground in logisticsl As an alternative to working out of Ro; he migﬁt

- be from ARMA or CAS, depending on the needs of the region and the

availability of suitable personmel. What is essential is a working
integration of the advisory and supply functions. A gooﬁ man, with
this kind of leverage, should be able to motivaté his counterpart in
many desirable directions. This could be the ke&, for example, to:
better troop discipline, better planning, and so on. (5) In order to
assure support and provide incentives for aggressive commanders and
their operations, only minimum levels of support should be maintained
according to the T/O&E of agreed force levels. Additional support
should then be provided in atcord with current operations. This would
stimulate advance-planning, in cooperation with the American regional

advisor. He.will be able to support his advice with material, or to

.withhold support from ill-conceived operations (and coups).. {(6) The

trial head count and field inventory currently in progress should -be
reviewed, when finished, with respect to improving such activity and
placing it on a continuing basis. Adequate support and the  authority

to assure access and reliability should be provided by RO. (7) Some




attempt should be made to provide reliable identification cards, how-
ever primitive, to every soldier and to begin a system of unit and
individual accountability, making the troops responsible for equipment
ﬁand gear issued them. At present, for example, it is virtually impos-
sible to reequip a unit without issuing duplicates of many items still

in hand.

Construction and Maintenance Funds

Military structures throughout Laos are in disrepair and neglect,
At present, almost no funds are budgeted for their maintenance, replace-
ment, or expansion. Where the commander is forced to take action, he
generally does so illegally by diverting funds from other uses. Funds
for the maintenance of existing structures and the construction of a
limited amount of new facilities should be provided through legal
chamnels, with adequate accountability. These funds should be made
available on a priority basis to units whose military performance merits

recognition,.

Training

The Geneva Accords of 1962 gave to the French exclusive responsi-
bility for training Lao military forces. Because of the breakdown of
" the Government of National Union the French Military Mission has, with
a few exceptions, failed to carry out its training functions. As a
result, FAR remains an inadequately trained army. One consequence of
this is that FAR is considerably larger than would be optimal were its
quality higher. Another consequence is that FAR has remained under-
disciplined and unprofessional. Finally, of course, lack of training

. s 4
sharply reduces its effectiveness.

A modest program of unit training in Thailand is supported by the
United States. At present, training is given to units only up to com-
pany size, whereas FAR operations are often conducted by units of
battalion size. The total number of troops trained ﬁnder the program
is now about 1,700 per year, only 2-3 per cent of present FAR and FAN

strength. Only 2 per cent of MAP funds for Laos are spent for training.




This is a poorly balanced allocation of effort, and a larger training

program is indicated.

The Geneva Accords make it impossible for the United States to
conduct overt training in Laos. However, in-country training'ceﬁters
could be established in little frequented parts of the country such as
Champassak and Sayaboury. Under overall U.S. supervision, instructors
could be recruited from the Royal Thai Army, outfitted in FAR uniforms,
and a program inaugurated that would permit a larger flow of unit train-
ing, up to battalion size. Such a program should be designed to pro-
duce Lao instructors so that in two or three years the entire program
could be run by the Lao. Altermatively, the possibility might be
explored of building one or more such centers in Northeast Thailand or

expanding existing RTA facilities to accept more FAR units.

This program too should be used to reward good performance, and
priority in training should be given to units undet¥ the most capable

and reliable commanders.

Literacy for FAR Soldiers

A literacy program Epr the FAR is récommended in Chapter 6. This
is a natural complement to the measures recommended abdve to profes-
sionalize the FAR and improve troop conduct. Such a program would pro-
vide the FAR with better qualified troops and Laos with better quali-
fied citizens, increase the self-esteem of the troops, and indicate a
concern for the common soldier on the part of the FAR and "‘RLG, which

should improve their image with the public.
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Chapter 4

OBJECTIVES AND TAGTIGS

Project aid in Laos spans activities whose content ranges from
the purely developmental (education, agricultural development) through
mixed security and develepmental (clﬁsters, roads) to almost pure
security (refugee relief, military technical support). WNo comparable
distinction can be drawn functionally, however, since the two-way
interrelationship between developmental and security projects is the
heart of the aid problem in Laos. In this chapter, we attempt to
analyze the .relation between the broad lines of project aid and U.S.

objectives, and the tactics for effective utilization of project aid,

The project aid activities of USAID are constantly being modified
and improved. The Mission is rich in ideas for better programs, for
new programs, for better ways of carrying out present programs. As
outside observers we have been struck with the energy with which new
programs, new procedures and new approaches are discussed and set in
metion., Many of the problems that arise in the project aid program
are essentially technical, for example: Are metal well-rings better
than wooden well-rings? Will a particular kind of pig prove profit-
able in the Bolovens? On these issues the technicians within the
Mission are far more competent to judge than any outside observers.
Accordingly we do not attempt a comprehensive review of the ongoing
programs cf the Mission. In the remaining Chapters of Part II of this
Memorandum we have -selected three topics that appeared to us to be of

importance and on which non-technical comments might be of use.

Before turning to the objectives of project aid, it would
appear appropriate to discuss the distinction between project and
non-project aid, one clearer in practice than in theory. Theo-
retically, projects could be administered through the RLG budget
and financed by means of an increased non-project aid program.
The criteria under which it becomes more desirable to administer a
particular project through the form of project aid rather than through

inclusion in the RLG budget are by nc means clear-cut, Project aid has




important advantages, however, that in many cases make it a more de-
sirable form of aid. First, and most important, it makes it possible
for USAID personnel to ensure that projects are soundly conceived and
well carried out -- in short, the United States has more direct control
over the program content of project aid than over programs in the RLG
budget. Furthermore, project aid can be used selectively to support
competent Lao officials attuned to U.S. policy objectives, thereby
improving the quality of local and central administration. An addi-
tional, though less apparent, advantage is that carrying out project
aid provides the U.S. Mission in Laos with valuable information

that would otherwiée be unavailable.

From time to time arguments are advanced supporting the expansion
of the RLG budget to include activities currently financed under project
aid. This may be desirable sometime in the future but there is no
hurry about it. Throwing too large an administrative buxden on the RLG
too soon. would not only sharply reduce the effectiveness of the present
programs but push the day further off when the Lao can run their own
programs. As noted in the previous chapter, the best way to improve
RLG perfdrmance is not to place impossible burdens on the fragile Lao
administrative capability but to find ways of strengthening this capa-
bility while bearing whatever part of the burden the RLG cannot yet

carry.

OBJECTIVES

The basic objective for project aid is the same as for U.S. policy
as a whole -- to help create and maintain an independent noncommunist
Laos. Within this broad goal, however, certain instrumental objectives

can be distinguished that have particular relevance to project aid.

Influencing the Behavior of Individuals

One objective of the project aid program is to influence the
behavior of individuals., The desired behaviotr will differ from area
to area. Unlike Vietnam, Laos does not have active insurgency extend-

ing throughout the country. The war of "interlocking combs" barely
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exists in Laos. Insurgency in some areas, conventional warfare in
others; relatively stable communist or RLG control in others, and a
power vacuum in some tribal areas -~- the face of the conflict in Laos
depends on where you are when you view it. The variegated nature of
the conflict must be reflected in the kinds of programs mounted in

particular areas and in the priorities assigned to them.

Where the conflict in Laos between the RLG and its communist
adversaries approaches a classic insurgency situation, public attitudes
and individual behavior have major security significance, 1In these
areas much is needed from the peasant. Intelligence concerning Pathet
Lac (PL) activity and membership is indispensable, participation is
needed in RLG paramilitary efforts, individual and community resistance
to PL efforts at gathering intelligence, at recruitment, and taxation
is desirable. Similar objectives, though on a more modest scale, apply
to areas where PL control is dominant. In both of these kinds of areas
active support is the goal rather than passive support. ''Winning the
hearts and minds'" of the irhabitants is not enough; good will must be
turned into action in support of the govermnment. Where peasants are
asked to take genuine risks in supporting the govermment, strong
incentives and good organization are needed. The riskier the behavior
desired, the stronger must be the incentives and the better the

organization,

Elsewhere in rural Lacs, the conflict is for the moment dormant.
In such areas less is required from the peasants in the way of overt
action in support of the government. Nevertheless the allegiance of
peasants in these areas to the RLG is important to counter any future
communist attempts at fomenting active insurgency. Intelligence in
particular is still needed, though the risk of giving it may be less
acute. In the urban areas of Laos there are, at the present time, few
signs of popular unrest or active insurgency. This situation could
deteriorate wexe the PL to step up its pressure in the cities. The
problem in the cities is to continue to give urban dwellers active
disincentives to cooperate with any communist attempts to organize

urban dissidence. Student unrest, civil service dissatisfaction, and




the-establishment 6f a communist underground among the Chinese and

Vietnamese communities are potential dangers to guard against.

Approximately half of the population of Laos consists of minority
ethnic groups -- the so-called "hill tribes.'" The relation between
these minority groups and the central govermment is a major, perhaps
the major, social and security problem in Laos. These groupings do
not constitute a homogeneous community. Individual tribes are them-
selves weakly organized, cooperation between tribal groups is limited.

In some cases these people are organized against the communists, in

others they are organized in support of the communists, in still others

they are not organized at all. Project aid can support the friendly
- tribes and be instrumental in turning the unaligned tribes, and even
those at present sympathetic to the communists, into active partici-

pants in the conflict against the communists.

Improving the Performance of Lao Civil and Military Authqrities

A second major target of project aid is the performance of civil
and military authorities. Better performance is needed to resist and
overcome communist military pressﬁre, to make effective use of U.S5.-
provided resources and to generate self-confidence among Lao leaders
and general confidence in them from individual Lao citizens. A major
aspect of improved performance is the reduction of official abuses,_
both civil and military. Probably nothing is as damaging to the
image of the governmeﬁt as the casual tyranny imposed by local
FAR units over the céuntryside. Similarly, the arbitrary abuse of
power by regional and local civil officials, and the corrupt
diversion of funds, go a long way toward negating efforts to demon-

strate that the RLG is worthy of the peasants' respect and support.

It is also in the U.S. interest for Lao civil and military author-

ities to be responsive to U.S. guidance. Because there is a general
community of interest between the ‘United States and Lao leaders, and
because responsible Lao officials realize their need for advice and
assistance, this goal is attainable. Changing conditions could make

it more difficult than it is at present, however. Accordingly careful




attention must be paid now to laying a solid groundwork for mutual

cooperation as time goes on.

The U.S. Image

What people think about the U.S. role in Laos is important.
"Image' may be a poor word but it is the best there is to describe
this issue. The RLG attitude to the United States will greatly affect
the success of our policies in Laos. RLG off?cials must be persuaded
both of the benevolence of our interest and the durability of our ‘sup-
port. If they have doubts about either they will have doubts about
the ultimate consequences of U.8., participation in the struggle against
the communists. Stressing the benevolent intentions of U.S. policy’
alone is insufficient because the Lac realize that when the chips are
down the durability of our support will depend as much on cur self-

interest as on our good will.

The attitude of the rest of the world is also important. Recent
history affords ample evidence that world public opinion can influence
the outcome of such struggles as that in Laos. Although the world-
wide popularity of U.S. actions in Laos is not the deciding factor,
the material and moral support that can be enlisted from others will
make a difference. It is also important that U.S. policy in Laos be

persuasive to U.S, citizens and leaders.

Finally, U.S. policy in Laos must be viewed in light of its
impact on present aqﬁ potential allies. The cq;rent government of
Laos has in effect allied itself with the United States in a struggle
against communist aggression. Both Laotians and others can see what
the tangible results of this alliance have meaﬁt. The United States
can do nothing through its aid programs to bear the human costs of
war -~ the death and suffering that war entails. But it can bear
the economic costs -- and more. Demonstrating in Laos that the
United States will provide economic and military assistance to its
allies, on a scale sufficient to bring the promise of a brighter
future, may be decisive in determining the behavior of other nations

when faced with the threat of communist aggregsion in the Ffuture.




INGREDIENTS OF GOOD PROGRAMMING

The principal cbjectives of project aid have just been listed.
The means at cur disposal for attaining them are specific programs,
carried out in different sectors of Lao society. What €lements must
these programs contain to harness them to the desired objectives?
This section spells out several such ingredients in general terms.
An analysis of some specific programs in terms of these components is

presented in the following three chapters.

Leadership on the Lac Side

One element essential to each of the objectives is active, indige-
nous leadership. This is not always easy to evoke, but in the end it

will turn out to be the vital ingredient for success.

Individual citizens have ideas and values of their own. But in
making decisions, and in particular in confronting the novel demands
generated by USAID programs or the conflict between communists and
noncommunists, they seel the guidance of men they respect and trust.
Furthermore, to act effectively they must act together, just as to
withstand the pressures of enemy propaganda and actions they need the
reinforcement of group support. All of these things mean that they
must be organized, which quintessentially requires leadership. To
stimulate the desired behavior from individuals, it is necessary but
not enough to approach them as individuals., It is essential that the
kind of leadership they will accept and follow be present and partici-
pating. A fortiori, it is essential that this leadership not display

passivity or opposition.

Leadership is equally important in determining the performance
of the civil and military authorities. Neither group is a machine,
responding automatically to commands from above. They are heteroge-
neous collections of people, with authorized functions they fulfill in
greater or lesser degree, but also with motives and relationships of
their own. ﬁoving them to put out their best efforts, organizing them
to work together efficiently, disciplining them to refrain from seek-

ing personal ends at the expense of common goals, all require proper
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leadership at each level of the hierarchy. The chao muong (district
chief) may act the petty tyrant unless the chao khoueng (provincial
governor) keeps his eyes open. The chao khoueng.may lapse into pas-
sivity unless the central govermnment or the regional commander shows
an active interest in supervising him. Soldiers may abuse the authority
their weapons give them unless their commander maintains discipline.
Leadership is vital to good civil and military performance, and effec-
tive leadership at any level must stem from an adequate input of
leadexrship at the top. The senior man is the keystone. He has the
most authority both with the people and with leaders of lower rank.
His sanction and interest mean effective participation at lower levels,
whereas without him it will often be haxd to obtain or of little
practical value. Our ultimate objective, after all, is to bring.

the people into a better relationship with their government

and senior leaders. The latter are the target of enemy propa~-

ganda and ideological attack for the same reasons that it is in

our interest to strengthen their standing with the people -- it

is the highest levels of leadership that can bring individuals

and fragmented communities together to act in their own defense.

It is to them that individuals and smaller communities look for
wisdom and guidance, for the reassuéance of belonging to a group

large enough to care for itself.

Involving the indigenous ieaders in constructive programs is also
of great importance for the image of the United States projected by
our activities in Laos. It demonstrates both to the Lao and- to other
potential allies that we seek to strengthen self-government, not to
overwhelm it. And, by bolstering publiec support for the leadership,

it associates our presence with a popular cause.

The Role of Americans

Two factors dictate an active and relatively prominent role for
Americans in Laos. The first is that Laos has too slender a stock of
competence, too weak a system of internal organization to do the things

that must be done. WNecessity forces Americans to do much that the Lao
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cannot do for themselves, even when this may carry certain negative
side effects. There is also a more positive aspect, Laos is a small
country that has been invaded by a stronger neighbor, North Vietnam,
and lives under the threat of a giant, China. The frequent reports of
villagers who think they have seen Chinese battalions or Vietnamese
divisions show that the sense of invasion and imminent peril from
abroad is felt at all levels of Lao society. Viewed in this light,
the Americans play the part of a powerful ally. A visible American
presence is reassuring. A tactful but serious U.S. effort to develop
Laos is read as signaling the degree of U.S. commitment to Laos'

future.

Since Americans must be both active and visible, the key to their
effectiveness does not lie in being inconspicuous, but in developing a
working partnership with the Lao. This is difficult, as are all
alliances, but there is a complementarity between what Americans and
Lao have to contribute that is essential to success. It is the Lao
who must do the fighting, gather the intelligence, operate their economy,
and provide leadership to their fellow countrymen. Only indigenous
leadership can evoke the response of the Lao citizenry and supply the
political ingredients necessary for success, The United States, however,
must also provide leadership, but leadership of a different kind. As
partners with the Lao, the United States can help the Lao leaders
develop a sense of identity and community and convince them of their
capability of pulling their own weight in the alliance. To do this
successfully requires that Americans do enough to assure that progress
is being made and to develop the capacities of the Lao to do still more.
At the same time Americans must guard against taking the leadership so
enthusiastically as to rob the indigenous leadership of its authority
and functions, even when no apparent resistance or resentment against
their doing so is evident. 1In short, they must constantly be alert to
the dangers of doing either too little or too much. The consequences
and likelihood of misjudgment will be greatly reduced if we, as must
all allies, seek every opportunity to build mutual confidence and

understanding. This means, for example, never promising what cannot




be delivered, never starting what there is no intention of finishing.
Most important, it means establishing relations of mutual txust be-

tween individual Americans and individual Lao.

Material Incentives

Our programs should use material incentives to motivate individuals
and communities to resist the communists and to accept the guidance of
non¢ommunist leadexs. This means providing a significant differentialr
in the quality of life in favor of those on our side, and doing so in
a way that clearly associates the difference with continuing non-
communist leadership. The initial provision of such benefits should
be done in a way designed to genmerate good will for the authorities- on
our side and thus for the other‘programs they sponsor as well. Fox
example, these authorities should be actively involved with the estab—'
lishment of a new school or dispensary, and the project might be- timed
to coincide with security—oriéntéd programs, such as the formation of
a self~defense unit. Benefits of a continuing nature, such as the
services of a school teacher, or follow-on programs are needed, because
the impression made by benefits provided in the past will gradually
fade, - The people need to feel that the continuation of noncommunist
leadership is in their interest. For certain kinds of activities,
such as gathering intelliéence or capturing enemy arms, direct payments
in money or kind would be appropriate, and materjal stimuli for defec-
tion or betrayal of the PL should be devised. More generally, we should
be clear that the purpose of our material programs is to stimulate
desired behavior and attitudes, and improvement in the material- condi-~
tions of life is not an end in itself. Thus, for example, a program
that improved the villagers' lot but threw a bad light on RLG perform-
ance (say, through an unfavorable comparison between the chao muong
and the American cluster manager) would be more of a liability than

an asset.

Long-Term Development

To command the loyalty of its mémbers, a socliety must offer out-

lets for their ambitions and energies and the promise of improvement




in desired directionms. Although the Lao are not ohsessed with "progress"
in the manner of the Americans, they have their own concepts and needs

in this respect, as indicated, for instance, by the value they place on
schooling for their children. Among the elite and the young, both of
critical importance in the struggle with the communists, the desire for
advance is especially noticeable. OQur programs, therefore, must pro-

mote the long-term development of Laos,

Although our own prime concern is with political development,
through which the people and their leadership are drawn together, this
goal can be achieved only if accompanied by development in other
directlons as well: education must be expanded to provide trained
cadres; physical infrastructure must be laid in to link the country's
diverse parts; economic development is needed to provide individuals
with the means to pursué their ambitions and better their lives.

Again, though, development should be promoted primarily for the contri-
ﬁution it can make to political stability zather than for its owm sake.
Thus, assuring marketing opportunities for peasants who desire them is
an appropriate goal, but stimulating discontent with subsistence agri-
culture in order to force economic growth is not. Although the United
States must promote development as a tangible indication to the Lao

and the rest of Fhe world that its concern is deeper than simply
supporting the day-to-day struggle with the communists, it should be
possible to design programs for this purpose that serve the goal of

political stability as well.



Chapter 5

USAID'S RURAL PROGRAM

One of the notable achievements of USAID in Laos is the degree
to which the program has moved into the field. 8izable field oper-
ations extend the influence of U.S. personnel and provide indispensable
information about developments and problems in provincial Laos. USAID
people have learned that facts as they appear in Vientiane may bear
little relation to the facts as actually found in the field. This
heightened U.S. awareness of the problems and opportunities in rural
Laos 1is the necessary pre-condition for the effective implementation

of the kind of rural program suggested later in this chapter.

A wide variety of USAID activities is underway in rural Laos,
We shall aiscuss these activities under two broad headings: refugee
relief and cluster operations. Neither term is an adequate description
of the activities they encompass, but they are both accepted as standard
nomenclature. A distinction is drawn between these two programs for
several reasons. First, the refugee relief program is centered on
active military operations to a degree unmatched in the cluster and
related programs. Second, the refugee relief pragram is operated in
areas where the central government's administrative structure is weak
or non-existent, whereas the cluster programs work in an environment
where an RLG administrative structure is aiready in place. On the
U.S. side, too, there is a clear administrative division between the
two programs, even though both are‘embedded in USAID's Rural Develop-

ment Division (RDD).

We do not attempt to evaluate or review each of the many techni-
cal operations that are carried out in rural Laos. Many, though by
no means all, are integral parts of the refugee and cluster programs.
The focus of this chapter is on the broad conception and effectiveness

of these more general programs.




REFUGEE RELIEF

Many diverse activities are carried on under the title of "refugee
relief." Some have to do with temporary assistance to or resettlement
of people who have fled from dangerous or enemy controlled zones. The
bulk of the program, however, is not 'relief" at all, but part of an
integrated poiitical-military war effort. On performance to date, the
‘program is perhaps .the outstanding success among the wvarious U.S.-
sponsored attempts of the kiﬁd. In terms of U.S. objectives, it is
the most advanced of the rural programs in Laos: it combines U.S.
material and personnel inputs with indigenous leadership in a way that
contributes both to the immediate goal of fighting the communists and
to the long-term econcmic and political development of the region in
which it operates. The program is described in some detail below.
Except as indicated, the discussion refers to Northeast Laos (Sém
Neua, Xieng Khouang, and Eastern Luang Prabang) wherehthe program is

most fully developed and the largest expenditures are made.

Degcription of the Program

Northeast Laos abutg on Worth Vietnam. Ewver since the French
Indochinese War it has been an area of major concern to the Vietminh
and, in their conception, a base area for the Pathet Lao., It is
inhabited, especially in the valleys, by ethnic Lao, but the largest
part of the population are minority groups -- the Meo prominent
among them -- living on the slopes and crests of the mountains that
dominate the topography. Some of these people have been in the area
for centruieé, but a large number are relative newcomers, having
migrated from China and North Vietnam after the turn of the century.
They grow upland rice, using slash-and-burn techniques. They are
migratory, but attached to their way of life, and hence to the kind
of terrain that can support it. Their present area is rugged and
sparsely populated with few towns, roads, or navigable rivers. They
tend, therefore, to be quite self-sufficient. For this reason and
because the population is.sparse, the area does not produce food

surpluses which can support an invading army.




Some of the people feel a strong commitment to the Pathet Lao
because of political convictions oxr through personal loyalties and
historical circumstances that have put their clans and leaders in the
communist camp. A larger number are controlled by the communists
through their traditional techniques of village political organi-
zations and the exercise of de facto. police, military, and govern~
mental authority. Material hardships and the often harsh
regimentation of what was formerly a freer, more traditional way
of life, have produced widespread dissatisfaction with communist rule.
The greatest source of strength for the communist side is its
proximity to North Vietnam and its ability to draw on Vietnamese
troops and supplies. The proportions in which Vietnamese and Lao .
nationals participate indfhe communist forces is apparently not
known with precision, but Worth Vietnam provides organized units
able to go into battle on their own as well as cadres for Pathet Lao
units. The communist military force is heavily dependent on supplies
from Vietnam. Unlike the Viet Cong, it tends to be rcad-bound, and

the main areas it controls are lowlands and towns.

The noncommunist effort is led, both in civil and military
affairs, by General Vang Pao, who is FAR Commander of the military
region but also an indigenous leader of the Meo. He commands some
regular FAR troops, but his effectiveness depends to a greater extent
on partisan units organized from the local inhabitants. Although the
Meo provide the backbone of the partisan effort, there is a sub-
stantial non-Meo participation as well, all under the command of
Vang Pao. The essence of the partisan effort is that the soldiers
are fighting in defense of their families and homelands. Theixr
endurance and willingness to fight, therefore, depend on their seeing
a close connection between their military efforts and the well-being
of their families. The USAID program in the area is designed
principally to support the war effort in this respect. TIn addition,

it provides certain kinds of direct support to the fighting forces.

The largest and most vital element of the program is the supply

of rice and other necessities to villagers who flee the communists.




To move, these people must go on foot, abandoning their crops
under cultivation and most of their supplies and household pos-
sessions. Without external material support, movement of this sort
means severe deprivation or even starvation. The first assurance
required by a partisan fighter, therefore, is that provision will be
made for his family when enemy pressures force withdrawal. Without
it, he cannot accept the risks of fighting and would instead have to

submit to enemy domination.

U.8. ability to provide this kind of support makes the organi-
zation of partisan bands possible. Furthermore, our ability to
choose the locations at which we make distributions gives us a vital
say in_ the deployment of the partisan forces. Generally speaking,
these men will fight to defend their families and, in fact, will
fight over sustained periods only if in reasonable proximity to
their families. When the villagers flee, a decision (which must be |
acceptable to the villagers, Vang Pac and his staff, and the
Americans) is made about the lecation at which they will establish
their new village. In large degree, therefore, this decision also
determines the deployment of the partisans. New sites must be
chosen with a view to providing security for the civilians and land
suitable for cultivation. At the same time, it is possible to give
due weight to military considerations, maintaining forces in areas
that might otherwise be abandoned to the enemy and coorxdinating the

deployment and activities of scattered groups.

The strategic considerations underlying the pattern of relo-
cation make this progrvam fundamentally different from usual refugee
relief operations. It is essential that the villagers make every
effort to support themselves after they move, so they will retain
the self-confidence and sense of proprietorship that motivates them
to fight in defense of their lands. On the other hand, military
considerations make it desirable for them to occupy terrain subject
to contest by the enemy. For this reason there is no fixed relation-
ship between the number of "refugees" receiving commodity assistance

and the success of the program. A quick return to self-sufficiency
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is a mark of success that reduces the refugee roster; but the
villagers' determination to hold difficult terrain is also a mark
of success, even though it may result in repeated moves and hence a
large refugee roster. Thus, the commodities supplied through the
program must be viewed as military support, not relief, and their
effectiveness measured in military terms, not in the rate of re-

duction of the refugee roster.

The foregoing explains some of the inputs needed to make an
effective partisan effort possible. A more creative aspect of the
program is directed toward motivating people to take part in it.

Of course, the most important factors in this respect do not stem
from us, but from the unacceptable conditions of life imposed by

the communists and the innate desire of the people to follow their
own traditions and live by their own values. However, the program

is designed to reinforce these desires by making the alternative to
communist rule more attractive and by providing the political and
organizational means to translate personal preference into collective

action.

No doubt the single most important motivating factor has been
the leadership of Vang Pao. Initially through necessity, and now
through preference as well, the number of Americans in the area has
been kept small., The program has operated as much as possible
through the indigenous leadership of Vang Pao and his military and
civilian subordinates. Their initiative has been encouraged and
their judgments and objectives have been respected. Vang Pao him-
self has used the program not only to strengthen his position of
leadership among the Meo but to extend it to other ethnic groups as
well. Showing personal concern for their problems and values,
filling responsible positions in his organization with their leaders,
he has enhanced the authority which his command position gives him
and won increasing acceptance of his leadership among the non-Meo.’
Thus, the program has fostered an indigenous leadership structure
extending from the villages to Vang Pao, to which the people are

responsive. They have the confidence of belonging to a group much




larger than their village, under the active leadership of a man much

more powerful and experienced than their clan eor-‘village head.

Usually fewer than ten Americans operate on the ground, in
close contact with the people of the region. About two-thirds of
our expenditure on the program goes for the air support needed to
transport program supplies to the Americans and Vang Pac and his
staff, and to carry indigenous troops and people unable to move by
foot because of injuries or enemy dispositions. Thus, a small number
of Americans on the ground and in positions of political sensitivity
multiply their effectiveness through the flow of resources they
control. The air supply {(requiring a much larger number of Americans)
is technically demanding but requires nc exceptional sophistication in
dealing with the local people. 1In this way, a handful of Americans
on the ground can maintain active collaboration with 150-250,000
inhabitants of the region. Liﬁiting the number of Americans in the
area is desirable in part because it ensures maximum participation
and development of the indigenous leadership, and in part because it
would be difficult to maintain the flexibility and quality of the

American operation with greatly increased numbers.

The Americans on the spot take an active and visible role in the
program. In some situations, their visibility may even be their main
contribution -- for example, where it reassures isoclated groups that
they can expect American support and that the Americans have confi-
dence their positions can be held. The Americans provide technical
advice, direct many activities, help with supply, and coordinate and
participate in decisions about all raspects of the program. In this,
they are not only‘acting in support of the program generally, but
also as representatives of the U.S. side in a working alliance.

They are involved therefore in the bargaining process which all
working alliances imply. On one hand, they must show U.S. good
faith by their personal dedication, by demonstrating understanding
and concern for the interests of the other party, and by trying to
make the most effective use of the resources allocated to them. On

the other, they must evoke a corresponding commitment from the local




people. The latter must understand and be confident that the program
will succeed only by means of their own best efforts. This often .
means resisting attempts to avoid conflict with the enemy or to rely
too much on American support. It means demanding self-reliance to

the greatest extent feasible, but standing ready to help when something

extra is really needed.

-
The balance between fostering local initiative and demonstrating

American commitment through supplies and actions is made possible in
large part through the personal relationships that have developed
between the Americans and Vang Pao and his senior subordinates. As
an outgrowth of their joint activities, but equally through the
personal association in the evenings, at meals, drinking bouts,
celebrations, and ceremonies, the two groups have come to understand
and trust each other as individuals. Although establishing this .
kind of relationship is an art, rather than a science, and fallg far
beyond the range of normal professional activities of AID personmnel,
its contribution to the program is of critical importance. The
result is not only a basis for good working relations at the top,
but at lower levels as well, where the people are aware of their
leaders' attitude toward the Americans. With this sanction, it is
possible for the Americans to have direct dealings and develop

relationships with people at all levels of authority.

In addition to responding to local leadership and American
support, the people are motivated by the prospect of improving their
lives and those of their children. Villagers who have had to abandon
their homes are helped -- and expected -- to return to a self-
supporting basis as quickly as possible. They are given blankets,
some clothing, household utensils and tools, but are generally
expected to construct their owvm housing from local materials. They
will be supplied with rice through the end of the next growing
seasorn, but not thereafter. Hence, they must start promptly to
cultivate their own. All of this permits them to maintain a minimum

material level without submitting to communist rule.
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Beyond this, they are encouraged to build for themselves simple
schools and dispensaries using local materials, The American part is

to provide textbooks, other schocl supplies, and medicines.

In the past there was no formal education in most parts of the
area. Although the people strongly desire education for their
children, there are few qualified teachers. For the present, there-
fore, it is necessary to make do with whatever is available. A
literate and conscientious adult armed with USAID schoolbooks and
teaching manuals can teach himself as he goes along and provide
literacy and some access to knowledge to children who would otherwise
have none at all. Education is in the Lao language, and this helps
the various ethnic groups to find their placé as part of the Lao
nation. More than 110 schools have been established undexr the

program since the first one was built in 1960.

Technicians for the dispensaries are given a training course of
three months to one year in a USAID maintained hospital and are super-
vised thereafter by the USAID Public Health Division. They are taught
to recognize and treat certain complaints, but to wait for assistance
from Public Health for those which are unfamiliar to them. In
addition to serving the civilians, the dispensaries perform an
essential military functiorn’, treating about 7500 battle casualties
a year. Again, the qualification of the technicians leaves much to
be desired, but the provision of even rudimentary medical care is a
complete innovation for most of the villagers, and the dispensary
network represents a basis from which to provide better care in the

-

future.

Assistance is provided to increase food production. Vegetable
seeds are distributed; including some varieties not previously grown
locally: The villagers have been encouraged to construct ponds, in
which they raise fish (Tilapia) from fingexrlings supplied initially
by the Americans and now multiplied locally. Communities with ponds
now derive about a quarter of their protein from Tilapia, and some of
the fish are marketed locally, providing income opportunities for the

ambitious and a step toward monetization of the economy.




The programs just described are carried on at the village level.
In addition, some projects of larger scope have been completed or
are now under way. The local dispensaries are backed up by a system
of eighteen sub-hospitals manned by technicians of higher qualification.
Cases that cannot be diagnosed or treated by the village techn;cians
can be referred to these. (Cases beyond the capacity of the SJB—
hospitals can be sent to an 80-bed hospital (now being expanded to
130 beds) at Sam Thong, Xieng Khouang, run under Public Health super-
vision by two Operation Brotherhood doctors and a staff of local
nurses and technicians. These tiers of medical treatment reassure
the patients and give the villagers generally a sense of belonging to
a larger and stronger community. A similar practical and symbolic
function will be served by the vocational and secondary schools now
under construction at Sam Thong. These will provide village children
with the means of extending their learning beyond primary schoel, and
even to go on to higher education, something totally unknown in the

past.

Sam Thong is in the Southwest quadrant of Xieng Khouang, whereas
much of the territory most critically contested with the communists is
further to the northeast, in Sam Neua, Although mobility (the ability
to escape from the enemy when he attacks in force, and to return to
harass him afterwards) is the essence of the partisan effort, some
token of determination to remain in Sam Neua is needed to maintain
the endurance this kind of effort requires. For this reason, two
"little Sam Thongs' with permanent medical and educational facilities

will be established in dé€fensible sites in Sam Neua.

The program has served to bring people of different ethnic
origins together, through their resistance to a common enemy, their
acceptance of a common leadership, and their joint participation in
constructive projects. Thus, both within and between ethnic groups,
the program has increased sociai cohesion, that is, the ability to

act collectively and the sense of belonging to a larger community.

Programs similar to the one in Northeast Lacs are underway in

Northwest Laos (Nam Tha Sayaboury, and Western Luang Prabang) and, on




a much more modest scale, in Southeast Laos (Saravane and Attopeu).
These programs are not as developed as that in the Northeast, in part
because they are newer, but also because the indigenous leadership on

which they are based lacks the ability and stature of Vang Pao.

For Laos as a whole, the program has worked. By 1965, the
number of villagers participating in it (that is, receiving commodi-
ties or benefiting from the schools and dispensaries) amounted to
over 350,000, including perhaps half or more of the population of
the northern hill country. 8Sam Neua province, for example, which
was almost totally controlled by the communists at the time of the
Geneva Accords, is now dotted with noncommunist partisan strongholds.
The commnists are increasingly forced to rely on troops and supplies
from Vietnam, whereas the share of the local population participating
in the program and thereby accepting noncommunist leadership has
been limited mainly by our appraisal of a prudent rate of exﬁansion,
taking into account administrative capacity as well as the military

response that more rapid expansion might evoke from North Vietnam.

-Prospects and Problems

birections of future development for the program are uncertain.
There seems little doubt that increasing numbers of people can be
attracted to take part in it, if sufficient material and human
resources are made available from our side. There is scope for
extension. Self-preservation may demand it, where militafy con-
siderations, for example, make extension into particular areas
important. In older areas, momentum must be maintained by gradually
upgrading the quality of the effort. As long as the enemy attacks,
some of the participants will be forced to fight, to suffer casu-
alties, possibly to abandon and then reestablish their villages,
with all that this costs in hardships, possessions, and work. A
continuing sense of progress toward a better life will make the
necessary effort sustainable. This means, for example, increasing
the qualification of the teachers and hence the level of education

“available to village children, improving medical care for soldiers




and villagers, or enriching the food production program, perhaps by
providing veterinary services. The problem is to increase the scale
of operations in 'these directions while retaining the indigenous
character of the program. A much more rapid rate of improvement
would be possible only by greatly increasing American participation,
with the danger that local initiative and self-confidence will be
reduced. The villagers need to feel that they are fighting for their
own cause, guided by their own leaders. A related problem could
arise at the top. A growing program will intensify the demands --
administrative, technical, and personal -- on both the Americans and
the indigenous leaders. Because so much of the program's success is
based on the close relations existing among these individuals, too
rapid growth would jeopardize the program's most important component.
Although we must be sensitive to the natural desire of the indigenous
leadership to see the program improved, we could defeat our own

purpose by setting too vigorous a pace.

Second, the full scope and consequences of enemy military
reactions remain to be tested. The effect of the program so far has
been to weaken the Pathet Lao, while evoking ever-increasing partici-
pation from North Vietnam. The partisan forces mobilized by the
program raise the cost of such intervention for the Vietnamese,
which is to the good so far as we are concerned. Where the Viet-
namese attack in force, however, they are difficult to resist. At
the same time, the casualties sustained by the partisans impose a
heavy strain on the morale of their home communities. These people
are not professional soldiers. They have migrated to avoid danger
in the past. It is difficult to know at this time whether the Viet-
namese will be able and willing to inflict a casualty rate high
enough to counteract the attractions of the program and the strength
it has given the noncommunist communities, causing withdrawal or sub-
mission by the partisans and their families. Obviously, Vietnamese
actions depend on many factors unrelated to the program, such as the
likelihood of U.S8. counter-escalation and alternative demands on

their resources. In part, however, the Vietnamese must be expected




to respond to the success of the program itself. As they see their
assets in Laos dwindle, they may be willing to pay a higher price or

accept a greater risk to retain those that remain.

In other words, the program might be analyzed as attacking two
targets, the Pathet Lao against whom it can operate decisively, and
the Vietnamese against whom too great a measure of success may evoke
a damaging reaction. Its general strategy -- in the absence of
external support sufficient to deter or counteract the Vietnamese --
should be one of aggressive nibbling, eroding the communists' indige-
nous base by robbing the Pathet Lao of popular support and defeating
it in battle; and harassing the Vietnamese when they intervene,
making their operations costly and risky, but avoiding a challenge
so militant as to induce a major Vietnamese reaction. The great
virtue of the program is that it provides the noncommunist side with
the combined political-military means to govern their own territory,
even when opposed by an experienced indigenous insurgency. It is
essential to preserve the program for this function. It is a weapon
that can make the Vietnamese task in Laos much more difficult. By
itself, however, it is not sufficient to exclude the Vietnamese
from Lacs, and if we tried to use it for the purpose, we could

destroy it.

As noted already, mere preservation of the program requires
further development of it and progress toward its goals. At the
same time, growth itself makes the program harder to operate
effectively by increasing the numbers and work loads of the men
needed to guide it. This conflict can be relieved in part, there-
'fore, by any measures, such as better logistical and technical
support from USAID/Vientiane, that could increase the effectiveness
of the men in sensitive parts of the program. As many requirements
are generated by enemy actions that cannot be accurately foreseen,
it is important to have quick and reliable responses from the
program's supporting base in Vientiane. -Delay in air dropping rice,
for example, may cause terrain to be abandoned that could otherwise

have been held. The importance of the program justifies special



procedures and priorities adequate to provide the support and flexi-
bility needed to conduct this kind of warfare. More can and should

be done in Vientiane toward this end.

At present, the program does not focus systematically on
attracting and rehabilitating defectors from communist forces: For
the most part, those who have shown their commitment to the cémmunist
side by bearing arms are treated as irredeemable. TFew prisoners are
taken and few incentives are offered to stimulate desertions. This
is not an easy element tc introduce into the program Because much of
the hostility between the opposing sides is based on deeply rocoted
tribal and historical antagonisms and because success on the non-
communist side depends so much on social cohesion and mutual
confidence among its members. Defectors from the communist ranks
are not readily digestable, especially as some genuinely unreliable
elements must be expected to come too. On the other hand, the
carrot as well as the stick should be used.- One possibility that
might be developed further would he to resettle defectors in non-
sensitive parts of Laos well away from areas occupied by their
traditional foes. If the relocation problem could be solved, it
should be possible to design effective, positive incentives for

defection from the commuinist ranks.

The program could also be strengthened by a well-conceived
informational effort. In part, this would consist of propaganda
directed tdward the enemy. A more important aspect, however, would
be the develépment of an educational~-political orientation effort
for the forces on our side. The aims and content of such an under-
taking would have to be carefully thought out in advance and the
program designed to begin cautiously, developing themes, techniques,
and goals as experience is gained. Recent studies have shown the
important contribution to Viet Cong motivation and discipline made
by continuing indoctrination. Although we are relative mnovices at
this sort of activity, we can learn by doing. One way of beginning
would be the organization of small discussion groups, with American

and indigenous members, focusing on local happenings of political and




military significance. One aim would be to develop for ocurselves a
better feel for the motives, aspirations, and thought patterns of
the indigenous troops. Another would be imparting to them a better
understanding of the larger objectives furthered by their part in
current operations, of the complementarity between their values and
the goals of the program, and of the relationship of their locality
to Laos as a nation. The sessions might also include instruction in
literacy, local history, or arithmetic, using the widespread desire
for self-improvement through educatioﬁ as a motivating factor. A
program of this sort would be especially wvaluable in the Northwest
and Southeast, where social cohesion and the indigenous leadership

are still relatively underdeveloped.

The most important long-term problem facing the program is no
doubt that of relating it to the central government in Vientiane.
Until now, we have operated in the Northeast, for example, mainly
in direct support of Vang Pao, rather than going through the General
Staff of RLG ministries. In large part, for reasons given above,
the success of the program is attributable to Vang Pao’'s personal
leadership and the relationship established between him and the
Americans. The rivalries with which the General Staff is ridden
and the long-standing suspicions that divide the Meo and the Lao would
undoubtedly have undermined the collaboration had we tried to operate
solely through Vientiane. Our direct support for Vang Pao increased
our influence with him while it reduced his vulnerability to under-
cutting from Vientiane. These two facitors made it possible for him
to keep his energies directed against the communists, even though
political events that seemed threatening to him occurred in the
capital. On the other hand, our direct support for him is known and
viewed with apprehension by many leaders in Vientiane. They fear the
separatism that is implied. Furthermore, the long-term interest of
the people of the Northeast can be served only if they are part of a
larger and more developed commnity. It is in the interest of all

concerned, therefore, to find a route to, gradual integration.



This has already been-recoénized in principle by Vang Pao, who
has reintroduced the RLG Governor of Xieng Khouang as the civil
authdrity in Sam Thong and brought the school system under the
Ministry of Education. Nevertheless, true authority in the region
still lies with him. It is important that we use our influence and
our leverage both with Vang Paoc and the RLG to facilitate the process
of integration. In terms of our objectives in Laos, however, it
would pe a mistake to rush this process. Moving too swiftly in_ some-
thing this delicate could result in clashes and mutual suspicions,
that could make ultimate resolution of the problems more difficult.
"Facilitating" integration, therefore, should include those measures
that make a measured pace acceptable. As impatience will come mainly
from the RLG side, we should seek to reassure them that integration
is firmly accepted as a final goal. Meanwhile, we should avoid
measures that increase RLG anxiety or jealousy, such as too rapid a
rate of development of the physical facilities in Sam Thong, the most
vigible part of the program. In broader terms, the most important
contribution to integration would be improving the stability and
quality of the RLG itself, making the central government more capable
of ruling the regions and more acceptable to. them. The program itself
will gradually make integration easier by spreading the Lao language
and increasing the villagers' generai level of education and knowledge

of their country.

THE VILLAGE CLUSTER FROGRAM

The village cluster program, which has been the cornerstone of
USAID}S rural development efforts since its inception in late 1963, is
in transition. In recent months standard cluster operations have been
supplemented by the inauguration of the "Wapi Project" in the south
and by the establiéhment of a "forward operations' program, which is
already underway in two locations. These developments reflect changes
that have occurred in Laos since the cluster program was designed, as
well as experience gained from managing that program. Before addressing

the question of the appropriate future direction of the program as a




whole, this section attempts to present a sumimary analytical review

of the three types of rural programs currently in operation.

The Standard Cluster

The village cluster program arose in response to the conditions
present in Laos after the signing of the Geneva Accords in 1962, It
soon became apparent that the accords had not brought genuine peace
to the Lao countryside and that USAID's rural program had to be
designed to be effective in the midst of a continuing civil war
throughout Laos. Prior to the inception of the cluster program,
USAID's rural efforts comprised a series of self-help projects
scattered over the country and designed to provide benefits, though
on a small scale, throughout Laos. It was decided that such a pro-
gram was too unfocused to be used as a major weapon in the struggle
against armed communist insurgents. Accordingly, the village cluster
program was formulated, The program was to be a combined village
security and village development ﬁrogram designed to secure, in time,
key rural areas of Laos. To make possible more effective utilization
of scarce U.S. and Lao persomnel, and the continuous on-site presence
of skilled personnel with the leadership abilities needed to change
village attitudes, the program was to be focused in seven village
clusters, rather than spread thinly throughout the countryside, It
was thought that by clustering the program it would be possible to
demonstrate that improved health, education, diet, and village facil-
ities were both desirable and obtainable tc villagers willing to
contribute their own efforts to achieve them. Clustering was neces-
sary to provide a:quantum change in the quality of village life,

thereby demonstrating the value of joint community action.

The security side of the program encompassed two lines of
development. Although the Pathet Lao did not ‘control large a&eas of
rural Laos in 1963; it was able to move freely throughcut most of the
countryside. TFAR was believed to be incapable of providing security
on an extensive basis even in areas nominally under government con-

trol. Clustering was necessary in strategic areas to fit in with




FAR -capabilities for providing security. TFAR was to take the lead in
establishing early-warning iﬁtelligence nets and training and organ-
izing village self-defense forces, which could resist small—écale PL
incursions and release FAR forces from static defense for more
aggressive military actions against the communists. USAID personnel

were to play no part in the security aspect of the program.

The concept underlying the village cluster program was that
village security and rural improvement had to proceed together. The
dynamic of the program was based on the idea that if the villagers
acquired a greater stake in their own security through the social
and economic side of the program they would be willing to undertake
greater responsibility for their own defense. The program was
designed to grow in response to demands for it from areas ou;side
the initial clusters, as neighboring villages heard and saw the
successes 0of the program and its reputation spread. This view of
the link between security and economic programs is a community-
centered one. By associating changes in the communif} with the
government, a favorable attitude towards the hitherto remote central
government was to be fostered. Such a view was based on the idea
that villagers, by and large, looked on outside authority as inevi-
table but not necessarily desirable. Apathy, rather than allegiance
or hostility, was considered to be the characteristic attitudé of

villagers towards the central government.

Because the village cluster program was set in motion as a
pilot project; the United States was slow to enlist the full support
of the RLG and its regional and local representatives for the program.
Not being ablée to guarantee the permanence of the program inhibited'
the United States from pressing the RLG to back the program and to
ask its representatives to give it their full support. Although the
cluster program had the nominal sanction of senior Lao officials,
they did not participate in planning the program, they were not
actively involved in carrying it out, and they failed to send down
clear instructions .to lower-level officials. As a result, in the

initial stages of the program local officials in many cases failed
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to give the program their blessing. Chao khouengs were given no
assistance from the central ministries, chao muoungs received no
guidance from chao khouengs, and so on down the line. Gradually this
situation improved, and passive acceptance, if not always active
involvement, was received from local as well as central government
officials. Nevertheless, the cluster program in conception and
execution was largely a community-centered program rather than a
political program. ™Not until the Prime Minister began to give the
program active support in late 1964 was the full cooperation of

rural officials forthcoming.

Partly as a result of changes in the overall security situation
in the countryside, and partly as a result of FAR's lack of initiative,
the village security component of the program never came to fruition.
Nevertheless, FAR was able to provide adequate conventional security
to the clusters, in part because the Pathet Lao failed to respond
actively to the challenge. Although the economic and social programs
did not directly enhance security, they were able to proceed without

being undercut by Pathet Lao depredations.

At the present time, the cluster program remains the main
vehicle for USAID's rural development program. Projects outside
cluster areas, although not discouraged, require special permission
from the USAID Director before they can be undertaken. 1In each of
the clusters varied development and welfare activities are carried
onm. Roaq building has been one of the most important and popular
projects. Dispensaries and schools have been constructed and
staffed. An attempt is made to carry out an agricultural program
in each cluster with demonstration gardens, livestock programs,
water control projects, and similar activities. A large well-digging
program has been carried out as has a program of environmental
sanitation largely focused on the construction of water-seal toilets.
In short, the projects carried out in the clusters reflect a wide
variety of rural programs and involve the use of all of the technical

services of USAID.




The guiding philosophy of the cluster program remains one of
community development. This approach seeks to foster increased self-
confidence and to stimulate progressive community efforts. By
providing technical guidance and material support, but insisting on
village self-help to carry out projects, the program tries to demon-
strate what is possible for a community that is willing to organize
and exert itself to improve its material circumstances. The support
that is given is designed to show the interest of the RLG in the

welfare of its rural citizens.

The cluster program is given overall direction by the Rural
Development Division of USAID. Permanent U.S. representation at the
cluster sites iﬁ provided largely by -members of the International
Volunteer Service, although USAID personnel live in provincial
capitals, and in ‘two cases in cluster villages. The technical
divisions of USAID assist in carrying out the various cluster
projects., The RLG supports the cluster program through repre-~ '
sentatives of the various ministries involved, and through so-called

"fundamental educators' provided by its Commissariat of Rural Affairs.

~

The cluster program has several important accomplishments to
its credit. By mounting major rural development efforts in the
countryside it has succeeded in stimulating FAR to provide security
to the clusters and to move troops out from secure base areas into
the field. Even though conventional military security is now good
in most cluster areas this accomplishment is of major importance.
RLG civilian ministries have also been stimulated to extend the
scope of their rural activities and to provide government officials
for service in the countryside. Local officials have also responded
to the program and in many cases have taken an active role in

helping to carry out its objectives.

Clusters provide significant bénefits to the population that
they reach. Large amounts of material resdurces have been givgn to
the clusters and have been used to raise the local standard of
living. Villages have schools and dispensaries today‘that had none

before the clusters came into existence; roads have been built; pigs




~_86-

have been distributed; wells have been dug -~ in- short, the economic
side of the program has some notable successes to its credit. As a
result, in the cluster areas the image of the RLG has improved. At
the same time United States support for this program has convinced
senior RLG officials that the United States has a genuine interest

in the welfare of Laos and its inhabitants.

An additional accomplishment of the cluster program is its
contribution to better management of the resources provided by the
United States. Prior to the establighment of this program, U.S5.
resources were sprinkled over the countryside and distributed by
local Lao officials. Few officials could resist the temptation, and
corruption was common. By clustering its rural operations the
United States controls the resources more effectively, and the

problem of misappropriated resources is now of minor proportions.

Nevertheless the cluster program has not fulfilled all the
hopes originally held for it. In particular, as mentioned above,
the security part of the program has virtually dropped out. Althéugh
security‘is better in many rural areas, the reasons for this improve-
ment lie elsewhere. Wo village defense forces have been formed, and
no intelligence system has been established. In part the need for a
security element in the older clusters is less than originally
envisioned. But the absence of such an element has called into
question the desirability of relying on the standard cluster as the
model for carrying out USAID's rural program. One unfortunate
aspect of the failure to develop a security program in conjunction
with the economic and social program of the clusters is that many
Americans carrying out the cluster program fail to recognize the
importance and desirability of focusing on security issues.
Community development has become a goal for its own sake rather
than a means .for attaining objectives more directly tied to United

States policy goalsé in Laos.

Associated with this emphasis on community development as a

goal in its own right has been inadequate attention to the political



effects of the cluster program. The focus of the program has been

on the communities themselves and on local leaders -- maibans and
tassengs -- rather than on higher levels of leadership. Provincial
and district officials have gradually given their support to the
village cluster program but their role has been a relatively passive
one. Community development has been viewed aé a technical process

to be built from the bottom up. This approach has not been success-
ful in achieving the quantum jump in community life that was originally
hoped for. As the experience ¢f the refugee relief program shows, and
as is borne out by experience in Vietnam, strengthening local conmuni-
ties requires strong leadership from above. It is a mistake to view
the Lao village as essentially an independent entity capable of
developing its own local leadgrship to the degree necessary to build

a cohesive and progressive village community. Political leadership

is an essential ingredient both in strengthening local communities

and in influencing the attitudes and behavior of the rural population
toward the national government. Political leadership is zlso
essential in coordinating village programs with the FAR and the RLG

ministries.

Although the original cluster plan envisioned clusters as
centers for extending benefits outward, as the program develeoped it
has tended to focus inward on the cluster areas. As a result the
favorable impact of the program has been felt in only a limited
number of villages. The political effects of the program in villages
outside cluster areas have been neutral at the best; at the worst
they have been megative, for villages without programs have become
jealous of their more favored neighbors. WNo program can, or should,
distribute its benefits evenly over the countryside like icing on a
cake. However, peasants in areas where the program is not operative
have to understand why it is that they do not receive commensurate
benefits. The essence of the problem is a political one. Political
leaders must help determine the coverage of the program and help to
explain to less favored areas why it is that‘they have not yet been_

provided the material benefits that other areas are receiving.




The most serious drawbacks of the cluster approach derive from
the circumstances of its conception and design -- the failure to link
the inputs with the desired output, the apeolitical nature of the
program, and its limited coverage. In addition to these weaknesses
there are others that derive from the way the program has been
implemented. The cluster program is over-programmed. Each local
activity must be part of an overall activity plan, so flexibiiity of
approach is limjted. Detailed construction specifications are
determined by Vientiane. AS a result there are serious delays in
initiating and completing projects and the whole program has an
unnecessary sluggishness. In addition, cluster managers feel they
must complete a given list of activities and accordingly focus on
getting the job done on the input side without having adequate time
or authority to worry about whether the job is getting dome on the
output side. Moreover, few USAID persomnel live in the villages,
whereas the IVS teams who do have little authority in designing‘the
program and little experience in evaluating it. No political
guidance is given them to help draw their attention to the kinds of
information that would be most relevant and useful. USAID personnel
who have the experience and authority to do this do not in most cases.
achieve the degree of personal involvement with local leaders that
would enable them to get a clear picture of how the program is
working and how it might be improved. Partly as a consequence of
the lack of USAID persomnel living in the villages, and partly as a
consequence of the focus on inputs rather than output, there has
been inadequate feedback in the program. Finally, the inward focus
of the program has led to a preoccupation with what is going on
inside the village and inadequate attention to the village's relations
with the outside world, and to insufficient concern for what is
happening in villages not covered by the program. This means that
the political effect of a particular cluster on the broader region of
which it is a part remains unperceived. In the economic sphere this
has led to an overemphasis on raising the level of subsistence in
cluster areas and underemphasis on broadening opportunities for and re-

ducing barriers to-commercial relations with areas outside the clusters.




FORWARD AREA OPERATIONS

Forward area operations are limited objehtive projects undertaken
in areas of strategic political or miliFary significance. Because they
are new they have not yet evolved into a well-defined approach. They
differ from standard cluster operations in 2 number of respects. In
the first place they are less comprehensive, being limited to 2 few
selected projects in each area where they. are being undertaken. Al-
though they will be conducted largely on a self-help basis the emphasis
is more on the impact they have on the attitudes of the community than
on fostering any deep-seated community development. An essential fea-
ture of these operations is that they are not intended to continue
indefinitely, and United States personnel will not necessarily remain
in place during the entire lifetime of the operations. In some cases
it may .be decided to transform forward area operations into full-scale
cluster efforts, but in others the operations will simply cease once
the initial projects are physically accomplished. The kind of projects ,
chosen will be selected in order to provide quick and visible results.
Thus, the emphasis will be on such things as bridges, air strips,
schools, and dispensaries rather than on such training and development

activities as environmental sanitation or agricultural improvement.

The great advantages of forward area operations are that they
make it possible to move quickly to seize opportunities as they arise
and to extend the coverage of the rural program further than would be
possible simply through cluster efforts. Moreover, they will enable
USAID to éo something, howeVer limited, in areas where security or
political consideyations dictate attention but where standard cluster
operations would not be feasible. Their flexibility both as to con-~
tent and location should make them 2 useful supplement to the more
ambitious but more cumbersome ciuster efforts. However, they share
with the standard cluster approach an essentially apolitical character.
The permission and support of local authorities is sought, but the
programs are carried out largely by Americans and are not conceived
primarily as a means for extending the prestige and aﬁthqrity of locgl

and regional officials. Finally, although the possibility of




incorporating security programs in forward area operations has been
discussed, they remain essentially input programs that place little
responsibility on the local populace or local cfficials to respond
actively in such a way as to provide major security or political

returns.

THE '""WAPI APPROACH"

The inauguration of a new kind of rural program in the province
of Wapikhamtong early in 1965 marks a more advanced stage in the de-
felopment of the cluster program in Laos. It is still too early to
assess its success, though early indications are favorable. We give
below a brief description of the Wapi approach, for comparison with
other rural programs. Because of its newness, the focus of discussion
is on the basic conception and strategy of the Wapi program rather

than on its results to date.

Under the umbrella of FAR elements adequate to provide conven-
ticnal security, the Wapi project combines a broad socio-economic
program -- schools, dispensaries, roads, wells -- with a security
program that includes the training of self-~defense forces and the
establishment of an early-warning intelligence system with an immediate
reporting capability. The project is a joint U.S5.-Lao undertaking with
CAS in charge of its security aspects, USAID responsible for furnishing
the inputs and guidance for the socio-economic program, and General
Phasouk as the political and military leader on the Lao side. The
area over which the Wapi project extends varies from secure to very
insecure. The strategy is to begin in the relatively secure areas
with a combination of simultaneocus economic and security.programs,
and later to extend operations into less secure areas after the
original areas are organized. Progress to date has set the stage for

extending operations into some of the more insecure areas.

The Wapi project is a variation of the standard cluster cperatiom,
but a wvariation that differs fundamentally in size, scope, and kind.
Where previous cluster programs have been narrow, focusing inward on

a particular villagé or group of villages, the Wabi project is broad,




covering an area far larger than that covered by traditional cluster
operations (in fact, it surrounds and incorporates the La Khone Peng
cluster). Plans are ready for its expansion into neighboring areas.
Closely associated with its geographical scope is its political char-
acter. Both Boun Oum, the foremost political leader of the region, and
his nephew General Phasouk participated in initiating the Wapi project.
Phasouk takes a leading role in managing it, and a control team made
up of FAR officers under his command is responsible for cocrdinating
and overseeing the various security aspects of the program. Phasouk

is not only the Military Commander of the Fourth Military Region (which
includes the province of Wapikhamtong) hut also one of the most res-
pPected and effective political leaders in the area, and his sponsorship
of the Wapi project lends it a political forcefulness not found in
standard clusters. Villagers in the area covered by the Wapi project
associate the benefits it provides and the obligations it imposes with
General Phasouk. MHe, in turn, is well aware of the political nature

of the project and manages its operations accordingly.

Another notable feature of the Wapi approach is that the expected
output from it is well-defined. The socio-economic aspects of the
program are designed to induce favorable attitudes toward the RLG and
its local leaders. But that is not the end of the matter. These same
villagers are also asked to modify their behavior: to bear arms in
defense of their community; to provide intelligence; to resist PL
demands for food, lodging, or labor; to cooperate with local RLG mili-
tary and civil authorities. Standard clusters, where there is little
agreement about what the desired output is even among those who manage
them, are difficult to evaluate or improve. The Wapi project, on the

other hand, has indicators of success built into it.

A valuable innovation in the Wapi.project is the establishment of
a training course for naibans and tassengs from the area. The course,
which was held for several weeks, included personal appearances by
General Phasouk and Prince Boun Oum as well as by representatives of
FAR and RLG ministries. Apparently a success, even with officials

brought in from territories controlled by the Pathet Lao, this course




will need follow-up action. Local officials should be brought
together periodically for training, propaganda, and morale, and
individuals of particular merit and skill should be selected for

special training and attention.

The broader geographical and political character of the Wapi
project has focused attention on the behavior and attitude of the FAR
security forces and the performance of RLG civilian authorities. Imn
standard clusters these matters are considered to be exogenous, except
possibly as they relate to the cluster itself, but in the Wapi.project
they are viewed as endogenous problems and have received institutional
recognition. FAR soldiers in the area have been given higher sub-
sistence allowances and better quarters; in return,.they are expected
to behave correctly toward the local population and stricter disci-
pline is maintained. In addition, General Phasouk has established an
inspectorate within his control team to make field investigations of
progress, problems, and abuses. This is a new and potentially very
important development. It is too early to tell yet how it is
working, but the experiment should be watched carefully and the United
States should stand ready to advise and assist in any way possible,

At the same time the village level propaganda effort, which got off
to a slow start, should be given special attentiom by United States
advisers. This sort of effort is difficult to organize and establish,

but the potential pay-off is very high.

The Wapi project appears to be fundamentally sound in design
and execution, but, as in all new programs of such scope, a number of
issues remain in need of further clarification. The sharpest contro-
versy over the Wapi project has centered on the question of "self-help"
vs. "force.account' construction. A temporary truce has been achieved
but the issue is likely to arise again. The proponents of a force
account approach séress the need for simultaneity -- if peasants are
being asked to do something, the carrot must be forthcoming at the
proper time and place. On the other hand, the proponents of self-
help feel that conly direct participation will make the benefits

appreciated and lead to stronger communities, and that self-help is




the only way these primitive communities have of -taxing themselves.

Both of these arguments have merit. The question is whether a force
account approach can be used in some cases without destroying the
possibility of using a self-help approach in others. One possibility
that might be tried is to reserve certain classes of projects to a )
self-help approach. Thus, where schools or dispensaries might be -
provided on a force account basis, small dams might always be constructed
by self-help. In general, a flexible approach is called for, using

force account where necessary, not insisting on self-help where incon-
venient or unpopular, but preserving as far as possible the principle

of the self-help approach.

The political character of the Wapi project means that its relative
merits depend on one's view of the role of the regions in Laos. The
gquestion of whether United States influence and rescurces should work
exclusively through the central government and General Staff in Vientiane
is discussed earlier and that argument will not be repeated here. How-
ever, it should be noted that the close association of-.the Wapi project

-with General Phasouk will reduce the program's effectiveness as a .
symbol of United States goodwill toward the central government, while

increasing its wvalue to Phasouk and Boun Oum.

Finally, there is the question of whether the favorable ‘beginning
made by the Wapi project can be sustained. Wapikhamtong is a relatively
poor province where the prospects for. sustained economic development
are poof. Will lack of economic progress eventually rob the project
of its usefulness? There is reason to believe this will not be the
case. The chofce faced by villagers in the areas lies between the
RLG and the Pathet Lao. They are aware that in Pathet Lao areas even
.the small benefits provided by the RLG do not exist. The presence of
schools and teachers, dispensaries and medics, wells and roads will
serve to‘remind the villagers of their government's continuing interest
in them. Villages will respond to a continuing show of services. If
this .is forthcoming, a continuing inflow of resources is not essential.
But even if the program can be sustained without fundamental economic
progress, such progress would still help in increasing the effective-

ness of the program.,




FUTURE DIRECTIONS FOR THE CLUSTER PROGRAM

Laos today offers more favorable opportunities than it did when
the cluster program was being formulated and designed. Security from
Pathet Lao depredations has improved markedly in much of the Mekong
Valley, the FAR is a greatly improved military organization, and the
vigorous program of airstrikes in Laos inaugurated last year has been
effective. Small-scale incursions by Pathet Lao patrols still occur,
and areas of borderline security remain as do areas of communist
control, but the improved security in RLG areas and the improved capa-
bility of RLG military forces have placed the Pathet Lac in a more
vulnerable military position. At the same time, partly as a result of
its increasingly evident dependence on the North Vietnamese, and partly
as a result of its failure to fulfill its early promise of social and
political reforms and progress, the Pathet Lao movement has lost much
of its appeal and effectiveness as an indigencus revolutionary force.
The RLG, on the other hand, has made considerable progress in bringing
material benefits to the countryside and in harmonizing the formerly
conflicting "right wing" and '"neutralist" factions. The fragility of
this recent political progress has been commented on earlier, but the
fact remains that there is a more cchesive government base from which
to build. The success of the recent stabilization program has also
placed the lao economy on a more solid footing. Finally, the role of
the United States as a partmner with the Lao has emerged more clearly,
both as a result of the domination of the Pathet Lao by the North
Vietnamese and as a result of our evident alliance not with any pértic-
ular faction but with a political structure felt to be more representa-

tive of Lao national interests as a whole.

The time is opportune for mounting a rural program responsive to
the better opportunities that exist for extending and securing RLG
control over rural Lacs. The experience gained from managing the
cluster program, and the goodwill generated by it, place USAID in a
position to move forward from the strong base that it has already
established. Security-oriented rural programs, such as the Wapi project,

can play an important role in extending RLG control into new areas and




in further restricting the ability of the Pathet Lao to operate in

RLG areas. 1In addition, the USAID rural program can be instrumental

in improving RLG effectiveness in governing rural Laos, thereby reducing
the danger of future Pathet Lao subversion and demonstrating to areas
still dominated by the Pathet Laec that the RLG offers benefits and

progress that the Pathet Lao cannot match.

The primary objective of the rural program must be to make RLG
officials more effective in attracting, organizing, and commanding the
loyalties and energies of the rural population. 3Better and stromnger
leadership is the key to progress of every kind, whether security,
economic, or social. Working in the village from the bottom up by
attempting to change individual attitudes and capabilities will not
produce results excepl over a very long period of time. To get quicker
results the job must begin with the leaders, even though the ultimate
objective is to change the attitudes and behavior of the people.

Accordingly, the focus of USAID’s rural program must be its impact on

leadership in rural Lacs, not on carrying out projects. The program

should give primary emphasis to helping rural officials to use all the
means at their disposal to provide effective leadership. The resources
we have at our command must be used to impart prestige, authority, and
power to these leaders, while leverage and abilities are used to point
these leaders toward the right objectives. Good leaders will be
energetic in making maximum use of their power to expluit the available
opportunities for extending and deepening RLG control, and to make

individual peasants aware of their role and their responsibilities.

Leadership in Laos is rudimentary. Its structure has not been
fixed, and individuals are still far from achieving their full poten-
tial. But it is a mistake to think that rural Laos is a political
vacuum. No area is anarchic, and none is really isolated from govern-
mental and political leadership of some sort. Moreover, no Lao official
is indifferent to the attitude of his superiors and to his own oppor-
tunities for advancement. Pressure from above can be used to elicit
effort from rural officials. There is a structure with which to work

and a hierarchy through which to operate. USAID's rural program should




be designed to be politically effective in moving and shaking the
existing governmental structure of rural Laos to make it more respon-
sive to opportunities as they arise, and to the needs of the rural

population.

To make him a more effective leader the rural official needs
resources that can be used to give weipht to his leadership. His
ability to command resources, to give them or deny them, provides the
power to influence peasant behavior. He needs leadership above him,
to encourage his efforts, reward his successes, and penalize him for
his failures. Pressure must be placed on him to perform. He needs
cooperation from the RLG and the FAR. The central ministries provide
technical services that are indispensable to good government; and, in
rurai areas, the FAR provides the most important service of all --
security. The rural official’'s relations with the central ministries
and with the FAR must be regularized. To accomplish this he needs the

backing and support of higher officials in the region and in Vientiane.

The usual objection to USAID's working through and in support of
local leadership is that good leaders in Laos are few and far between.
The approach we recommend does not depend on the existence of a Phasouk
in every muong. The capacity of every official to exert leadership
can be increased. Better government, not ideal government, is the
goal. Moreover, there is room for tradeoffs: where there is a weak
and incompetent chaou muong, the chaou khoueng can be relied upon more
heavily, and vice versa; if civil leadership is poor, the Regional
Commander can play a more active role. Moreover, the program should
reflect differences in the quality of leadership: larger and more
ambitious programs should be directed to areas where there are capable
Lao leaders because the payoff will be greater. If leadership in a
critical area is toc bad to work with or around, we should use our
influence to change the leadership. Only if this is not possible, and
the area is too critical to neglect, will there be no choice but to
try to do the job ourselves. In this case, which should be the excep-
tion not the rule, our sights will have to be lowered. Although we
can make Lao leadership work better, we cannot ourselves provide a

substitute for it.




Since the objective of the rural program is to strengthen the
government's ability to govern rural areas, the program itself should
be designed to be effective over as broad an area as possible., More-
over, if the focus is on leadership rather than projects, it becomes
clearer that the ultimate constraints on the program lie in the capa- -
city of local leadership and the availability of resources to provide
security (particularly military resources). With this focus, expansion
of the program could proceed as opportunities open up and resources
become available. Distinctions between different institutional forms
(such as standard clusters, Wapi programs, and forward-area operations)
would become unimportant. The particular form of the rural program
could vary from area to area, with a full-scale Wapi project at one end
of the spectrum and modest programs similar to current forward-area
operations at the other. Perhaps the best wa§ to envisage the rural
program is to conceive of it as a single large program along the lines
of the current Wapi project, but with its content in different areas
reflecting the local situation. The question of when the Americans
should "get out'" then loses its relevance, for Americans are there to

support local leadership, not to supplant it,

USAID's rural program has already begun to move in the direction
of the broader, politicized approach that we are recommending. The
development of the Wapi approach, the new problem-oriented format for
Area Coordinator's reports and the establishment of an evaluation unit
in the Program Office, and the increased authority and flexibility pro-
vided for Area Coordinators -- all testify to the progressive nature of
the eluster program. The purpose of this section is to focus attention
on what appear to be the central issues involved. The recommendations
that follow are intended as suggestions to help in quickening the pace

at which the program evolves, not as detailed instructions.

Two general principles should be applied in designing and carrying
out a more politicized USAID rural program. First, the program should
focus more clearly on the desired output. Neither increasing the welfare
of the rural population nor promoting economic development are ultimate

objectives in the same sense as improving security and strengthening the




political appeal and authority of the RLG., USAID's representatives
should give priority of time and thought to security-related projects
and to working through local leaders in a style that fosters political
cohesion. In some cases, there may be a conflict between these goals
and the goals of humanitarianism, economic development, and even
efficiency. For example, the location of development projects should
not be determined solely on the grounds of economic efficiency; con-
sideration should be given to placing them in areas where their poli-
tical payoff is particularly high, Similarly, refugee programs should
be designed to serve security interests, not to improve refugee welfare
or save dollars. The most efficient and humanitarian refugee program
might well be to attract refugees from insecure to secure areas where
.they can be cared for and rehabilitated, but security considerations
will often dictate leaving refugees in places where they can be used

" to provide intelligence and even to conduct paramilitary operatioms.

‘Second, the rural program should be less concentrated. Clusters,
where they are appropriate, should be viewed as centers for providing
services to areas outside them. The goal should not be to strive-for
a quantum jump in the welfare and attitudes of the cluster communities
but to maximize their ability to serve outside communities. Some
clustering of rural activities will be useful in helping maintain
administrative control over resources, in providing a center for
demonstrating fhe value of certain rural programs, and as training
centers. But the overall goal should be to influence as broad an area
as possible, striving for the most politically effective distribution
of resources, Clearly, this implies removing the premium placed on
activities within clusters and reducing the number of activities
undertaken, in cluster areas in favor of increasing them in outside

areas, Concentration should no longer be a guiding principle.

Thé suggestions that follow are intended to illustrate some of

the implications of these two principles:

Emphasigs should be placed on simple, easily understood projects.

Projects that necessitate fundamental changes in peasant attitudes

should have less priority than those that satisfy peasant needs given

R



their present attitudes. Our interest is not in improving peasant
lives but in achieving our-political and security objectives. 1In
concrete terms this means dispensaries rather than environmental hy-
giene, projects to raise disposable incomes rather than those to
improve the content of diets. Concentration should be placed on a
relatively small number of simple projects -- roads, schools, dispen~
saries, wells, small dams ~- although in every locality some projects
outside this basic list will also be desirable. Emphasis on simple
projects will reduce the need for supervision and explanation, make a

more extensive program feasible.

Quality standards should be relaxed. Relaxation of the quality

standards of the present program would permit more rapid quantitative
results. Ten makeshift schools with partially qualified teachers will
make more of a contribution both to political and economic develop-
ment goals than 2 single school in a permanent building with a qualified
staff that has only one-tenth the number of students. A program of
school bdilding and dispensary construction in as many villages as
possible should be a major goal of the rural program.- Relaxing con-
struction standards would also help in two respects. There is no

need for USAID schools and dispensaries to be the best buildings in
the area. They can and should be built of local materials in the
local style. How rapidly the program is pressed should depend solely
on how rapidly teachers and medics can be trained to staff it. To
permit a maximum program the initial staff should possess only minimum
qualifications. As time goes on the quality of these personnel should
be upgraded, but it is not desirable to wait until fully qualified

pecple are available to expand the program.

(Road building is an exception to the principle that quality is
a relatively unimportant consideration. For valid political reasons
roads are ordinarily not constructed on a self~help basis, and the
question of durability and maintenance costs therefore becomes more
important. If a self-help school lasts only a few years, the costs
of reconstructing it are small. There is even some value in maintaining

peasant involvement in the program through the periodic reconstruction
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of self-help projects. For roads, however, the issue of quality of
construction is purely economic and there is a clear tradeoff between

the cheapness of the original road project and its durability.)

Self-help should yemain a basic principle of the USAID rural pro-

gram. Although self-help is ﬁot a principle that should be slavishly
adhered to, it is omne that is well worth preserving. Self-help in-
volves people with their leaders and can be politically effective as
a result. Moreover, self-help projects can serve to keep the program
in line with what people really want: wvillagers will usually not
voluntarily work on projects to which they are indifferent. To pre~
serve this principle, self-help projects should be largely voluntary.
Effective and respected political leaders will often be successful in
organizing support for self-help projects that the community, left to
its own devices; would not choose to support, but this is not incon-
sistent with voluntarism. Leadership serves to educate people to their
needs and capabilities, Experience throughout Laos, and in.other
countries, has shown that self-help can achieve extensive and rela-
tively rapid results under effective leadership, but not when such
leadership is absent. One way to judge the effectiveness of a par-~
ticular leader, and to force him to keep in touch with his people, is
to give him responsibility for organizing self-help projects. In this
respect, an effective technique is to limit the number of self-help
projects that will be supported in any particular area at any particu-
lar time. For example, a muong may be given material support for three
self~help projects at-a time; only ﬁhen one is completed would ad-
ditional support be forthcoming. It should be noted that the earlier
recommendation for simple projects with relaxed construction standards
is consistent with dependence on self-help, for villagers have neither
the time nor the skill to carry out elaborate construction tasks.
Properly guided, self-help can be used to make an extensive rural pro-
gram more manageable by holding costs and administrative burdens within
feasible bounds,

Self-help is a matter of degree; it is consistent with the pL O~
vision of outside labor as well as outside materials., Force account

is simply ome end of a continuum. Where timeliness is of urgent




importance, force account projects ﬁay be preferable to self-help. As
discussed earlier, the problem is to make sure that using the force
account approach for some projects does not foreclose the use of self-
help for others. Moreover force account projects can be designed to
enlist some degree of local participation in planning and discussion

so as to preserve the principle of local involvement.

Projects should be supported for the express purpose of increasing

the prestige and authority of a particular leader. Americans have

often hesitated to support rural projects that are desired by local
leaders largely to enhance their political stature rather than to
benefit the local population. Such hesitancy may be mistaken; indeed,
more attention should be given to providing the tools of leadership to
local officials. For example, the United States should provide more
transportation to rural officials -~ for example, jeeps and boats to
district and provincial officials to enable them to get out of their
district and provincial centers. Where there is an official who will
make good use of them, we should consider turning over limited amounts
of commodities to him for his disposal. A few bags of cement will-not
subvert a district chief but they may well serve to-enhance his authority
and prestige. He should be given more authority to authorize small
projects; and for larger projects, which must. be carefully supervised
by United States and RLG officials, he should be given the ultimate
sign~-of f authority to help demonstrate that the project comes from
him. There is little payoff in making projects appear to come from

the United States or even from a distant and impersonal RLG,

Increased emphasis should be given to programs in which the U.S.

commodity input is relatively minor. Managing USAID—sugplied resources
is only one aspect of USAID's rural program. USAID's field represen-
tatives should be viewed, and should view themselves, as having res-
ponsibilities that go far beyond this and extend to the broader ques-
tion of organizing local government and making the RLG effective in rural
Laos. A variety of programs. contribute to this end, in many of .which
USAID already participates. . A mere listing of some of the possibilities

illustrates how important such programs can be: a Pathet Lao returnee




program, programs for rural youth, civic action, an adult literacy
campaign, elimination of FAR abuses, and so on.- USAID can and should
play a major role in organizing and developing constructive programs

of this sort. The relevant programs will depend on the particular
circumstances of the area in question and on the particular interests
and capabilities of the available USAID personnel. Specific suggestions
are made below only concerning vouth activities and civic action, though

many other programs are of equal importance,

Young people in rural areas are the natural targets of communist
* propaganda and recruitment efforts. The breaking down of traditiomal
society all over Laos, together with the slow pace and boredom of
rural life, makes rural youth a potentially unstéble element. Much
can be done to combat this. Encouragement of sports and recreational
activities in rural areas is at least as important as more purely
developmental activities. IVS can play a major role in such programs,
and consideration should be given to requesting, and using, IVS volun-
teers with interests and skills in physical education and recreation..
Athletic agtivities are also a useful vehicle for increasing communi-
cation among villages and areas and can serve to foster a sense of
belonging to a single nation. Recent efforts to organize urban youth
for a peace corps type of activity in rural areas, particularly in
summer programs, indicate that further attention should be given to
providing support for rural youth organizations. RLG Suspiéion of ef-~
forts to organize rural youth has been inhibiting in the past, and only
the Boy Scout and Girl Scout movements have received support. The
Mission's Youth Committee should explore with the RLG what further
possibilities appear workable and enlist the suggestions and comments

of USAID's rural workers.

Civic action should be more of a two-way street. In addition to
pressing military authorities to organize programs to benefit the
civilian populace, we should consider what the civilian populace can
do for the military.- Commodities and materials to improve the soldiers'
life (for barracks building and the like)} could be channeled through

the civil authorities. Villages could be persuaded to hold fgtes for




the benefit of the local military forces. Civic action itself should
be emphasized, but an even greater payoff would come from simply elim-
inating present abuses (which are now termed "megative civic action').
USATD should always see itself as playing a valuable intermediary role
between civil and military authorities. Ministerial rivalries and
civil-military conflicts will not disappear by themselves; Americans
can take an impertant part in wofking out the necessary adjustments
between the various centers of power through designing and sponsoring

programs directed to this end.

In some cases programs of the type we are discussing can be organ-
ized at the local level, but they will usually require regiomnal and
even national support and authorization. USAID .can play an important
role in serving as a transmission belt for ideas and in applying pres-
sure at fhe higher levels, 1In every case, the objective should be to
design the programs so as to consolidate and strengthen the RLG

presence in rural areas.

TIraining programs should focus on officials. The question of

providing training for the adult rural population in general and for
rural officials in particular is a complex and important one. For
the rural population as a whole the question of training cannot be
separated from the question of 1itéracy. However vigorous our train-
ing efforts are, they will be slow to take effect and have uncertain
results if those who are being trained are illiterate. Literacy is
more than a specific skill. It is a whole apﬁtoach to life -- and to
change. lLaos will not become a nation of skilled craftsmen, or even
of skilled farmers, until the general level of literacy and education
is far higher than it is ﬁow. This is not an argument against training,
but it is an argument for restricting, to a modest amount, the share
of scarce resources allocated to programs for training individual
peasants., For rural officials, however, this is not the case. Their

training should have high priority.

Rural programs should foster a market economy.  Lao villages are

not self-sufficient, isolated communities. Even in relatively remote

areas they already have some links to the market, and villagers are
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not only producers but traders. There is undoubtedly scope for in-
créésing and improving local handicraft productiom, but Laos is
overwhelmingly a nation of small farmers. It is largely through
development of a more profitable agricultural system that economic
progress will come to the countryside. Accordingly, in USAID's rural
program, stress should be placed on reducing the barriers to the
commercialization of Lac agriculture. This requires attention to the
links between villages and the outside world: marketing and transport
facilities, the attitudes and policies of local and regional officials,
and so on. This, too, is an argument for a more extensive rural pro-
gram, rather than ofe that is primarily village-centered. Moreover,
the success of the rice~seed multiplication project in non-cluster
areas suggests that some economic programs may not require the close

community relations that the cluster program aims at providing.

An associated weakness in the economic portion of the present
cluster program is that it relies primarily on relatively inexpert
generalists. For example, the demonstration plots of the cluster pro-
gram are characterized more by good will than by good results. The
IVS participants who manage them are inadequately trained and super-
vised, the crops and livestock demonstrated are frequently inappropriate,
the plots are often poorly located, and the whole operation lacks a
scientific approach. What is needed is a higher level of technical com-

petence and professional specialization.

The USAID program must be flexible and responsive to new oppor-

tunities as they arise. A program of the type we are describing cannot

be standardized; no simple set of specific guidelines will be appro-
priate in all areas. Only people on the spot will have the necessary
expertise and familiarity with local conditions to make the program
effective. 1In gemeral, it would be inefficient and costly to lay down
firm rules and standards. The ad hoc approach that is needed will still
require guidance from Vientiane, but such guidance will be ineffective
and inappropriate if it is overly rigid and specific. The danger lies
as much in being-over-specific about what should be done as in being
over-restrictive about what may be attempted. Pressure on USAID field

Tepresentatives to carry out a detailed list of activities and to meet

- ——



rigid time schedules can be just as burdensome as failure to permit
novel approachés to problems. Overemphasis on the technical- details
of"project execution (particularly on the input side) confuses means
with ends, and can lead to neglect of action. in areas where concrete
results are less demonstrable but may be more fundamental. Chapter 10
offers some suggestions for administrative flexibility that apply also
to the efficient admipistration of the rural program._ The current
trend toward greater decentralization of responsibility for the rural

program is in the right direction and should be further developed.

A particularly fruitful area for administrative and program flexi-
bility is that of inter-agency cooperation. Counterinsurgency is an
inter-agency problem par excellence. The experience of USAID and CAS
in the refugee and Wapi programs shows how productive inter-agency
cooperation can be, But the limits of effective cooperation have by
no means been reached. In particular, USAID's field employees could
profit from better political guidance from the Embassy, and Embassy
political officers could profit from USAID's on-the-scene knowledge
of what is happening in rural Laos. Perhaps the most important need
is to build an adequate information system into the rural program.

No program in rural areas will be politically effective if information ‘
policy is neglected there, 6r is conducted at cross-purposes with the

“program, The role of USIS is crucial here,

More USAID personnel should live in the villages. No USAID per-

sonnel live in Lao villages with the recent exception of the cluster
managers in Vang Vieng and Muong Pieng. When feasible, USAID per-
sonnel should be encouraged to have their permanent bases outside
Vientiane and the provincial capitals. The only Americans now living
in any numbers in the villages are IVS persomnel, who do not parti-
cipate in program development. There is no substitute for living
where the work is being done. Allowance must be made for difficulties
of transportation and communication, but if first-hand information

is to be obtained and fed back into programs, some way must be found

for more Americans to live a substantial part of the time in rural areas.




Feedback is essential. All rural programs are necessarily con-

ceived in ignorance, and even well-designed programs can be improved
substantially as experience is gained from operating them. But for
experience to be useful it must be systematically collected and evalu-
ated. Organized feedback is the key to progress, and every effort
must be made to achieve greater feedback from current operatioms.
Periodi¢ program evaluation in terms of objectives is essential for

the success of the rural program.

A role for the narrow cluster. The importance of training, agri-

culture research and ekperimentation, and organized feedback suggests

an important role in the future for the narrowly focused standard
cluster, Although inappropriate as the major vehicle for USAID's rural
program, a cluster with narrow focus is appropriate as a center for
training rural activators and local officials, and as a locus of re-
search activities. USAID has already developed a concept of the village
cluster as a4 rural "laboratory,” and we believe that an attempt should

be made to put it into practice,




Chapter 6

EDUCATION AND TRAINING

The present U.S. program of aid to Lao eduéation is highly effec-
tive but limited. A major expansion of U.S. support to education in =
Laos would be justified by the contribution such a program would make
to both economic development and to near and long-term political
objectives. More and better education is fundamental to economic and
social progress in ﬁaos. Moreover, nothing tﬂe RLG has to offer is
more in demand by the people of Laos than education for their children.
Statements by defectors and captured Pathet Lao show how effective the
communist promise of educaticnal opportunity has been in recruiting
for their side. Experience in the refugee relief and cluster programs
shows that education can be a still more potent force for the RLG,
which can better fulfill its promises, - An ambitious and effective RLG
education program would generate, as perhaps no other measure could,
popular appreciation of the advantages of RLG rather thal Pathet Lao
control. A better educational system could in the longer run be a
major unifying factor, imparting a sense of nationhood and common
history to the diverse peoples of Laos. This is especially important
with respect to the minorities who make up fully half of Laos' popula-
tion and who, until recently, had no educational facilities at all.
Even the ethnic Lac frequently tend to think of their community in

local, or at best regional, terms.

Through a vigorous effort to provide Lacs with better and more
extensive educatiéﬁal opportunities, the United States could markedly
improve its image and create an atmosphere of good will that would
contribute to U.S5.-Lao cooperation in other fields. Such an effort
would also demonstrate to other countries, and to the U.S. pﬁblic, the
constructive component of American policy toward Laos, and provide a

convincing demonstration of a long-range commitment in Laos.

THE SETTING

Apart from a modest effort of Buddhist-inspired education --

inferior to similar efforts in neighboring countries -- the Lao people




have until quite recently had virtually no access to education. Under
the French colonial regime they were treated somewhat like natives who
could only be spoiled by introduction to knowledge. What little
instruction was provided was limited to a small minority. 1In 1945
there were only some 11,000 pupils in Laos' primary schools; probably
no more than a few hundred Lao pupils were attending high schools in
other parts of Indochina and abroad; and a mere handful held degrees
from universities in France, Independent Laos, in all respects a late-
comer among the nations of Asia, has thus been forced to build on a
very slender educational base. This past neglect and the disruptive
effect of civil war and foreign aggression have made it necessary to

start from scratch in developing an educational system.

Even at the lowest levels, the present-day educational system
fails to érovide education for the majority of Lao children. Today,
after the considerable primary school expansion of recent years, less
than one-half of them have access to even the threé-year primary
school,; representing the first step up the educational ladder, and
only one-third to the full six years of elementary school. Although
lack of educational opportunities is most serious in remote rural
areas, even in Vientiane primary school facilities aré-seriously inade-
quate -- one Vientiane primary school, for example, is forced to turn

back some 200 children each year.

At higher levels of education the situation is even worse. The
application of the French educational philosophy in Laos has resulted
in an educational pyramid that rapidly narrows at the middle and top
levels, creating an enormous waste of human and financial resources
and frustrating the ambitions of many of Laos' most aspiring and ener-
getic citizens. In 1963 less than one-fourth of the school children
originally admitted into the first grade succeeded in graduating from
elementary school. Even within the highly selective secondary school
system, the rate of attrition remains exceedingly high: in 1963, less
than one~third of the students passed their intermediate examination
(taken after three years of secondary schooling); less than one-third

of these (that is, one-ninth of the original group) obtained the-first




part of the baccalaureate; and only half of these, or abeout 5 per
cent of the original class, left the lzgég with the coveted document
testifying that they had passed the second part and thus gone all the
way through Laos' French-style secondary educational system. As a
result in 1963 only 65 students in all of Laos obtained the qualifi-
cations to become full-fledged students in Framce's institutions of

higher learning where Laos' elite continues to be trained.

The French imprint remains particularly strong in Lao education.
French teachers are the instructors in the only.secondary schools in
Laos. Education is directed by French-educated officials and French
advisors. The system itself is permeated by the academically ‘
oriented elitist educational philosophy of France. As a consequence,
Lao education does not fit the pupil to his country's needs and does

not prepare him for earning a livelihood in a Lao setting.

Even after independence, French remained the language of instruc-
tion in elementary schools. Today it continues in this role in the
upper grades of the elementary school where French language instruction
occupies one-fourth of the weekly schedule -- 7-1/2 hours as compared
with only & hours for Lao, In secondary education, skill in French is
still the criterion that determines success or failure, for instruction
continues almost entirely in that language. The linguistically
untalented, or the village boy poorly equipped in French, is seriously

handicapped.

The RLG has plans for expanding the Lao educational system, but
at a relatively slow rate. Current RLG projections aim at providing
three-year scﬁboling for 71 per cent of the relevant age group by 1980,
and a full six-year education for some 50 per cent. In principle, the
RLG has now accepted the fact that a Laotian nation must learn and
think in Lao rather than in French, that its educational system must
be geared to the needs of Lzos rather than to the standards and condi-
tions of a very different country. In practice, however, this prin-
ciple is being.implemented only sluggishly. Part of the difficulty is

the French orientation of the educational leadership. An additional
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difficulty is that the Lao language is still in a state of flux and

to some extent lacks the requisite 20th century vocabulary (Thai temms
are generally f£illing the gap). The dearth of printed Lao literature,
texts, and reference works, basic to any sound instruction, presents
another difficulty. Finally, there is the problem of training an
adequate number of teachexrs and providing secondary training without

the help of French instructors who teach in French.

Although these problems are slowly being solved, resistance to
"Laotianization" persists. It is fed both by a lack of confidence of
many Lao leaders in their people's ability to develop an indigenous
educational system and by their skepticism about relying for help on
U.S. educational methods, academic standards, and educational philosophy.
The prominent role played by French advisers at all levels of Lao educa-
tion also contributes to the anti-American, pro-French sentiment in

education.

The Ffench tradition in education in the past has also kept the
Laotians from fully using Thailand's educational facilities. Indeed,
French policy consciously separated these two countries, orienting
Laos toward France. Individual Lao were led to seek education in
France rather than in Thailand, where .culture and language were closely
related to the Laotian, and where educational opportunities were sig-
nificantly greater than in Lacs. As a result, only the rich or the
favored had access to higher education, and the elitist bias of the

French educational system was further strengthened.

U.S. assistance to Lao education has been restricted by U.S5.
hesitation about moving into this French cultural preserve. USAID
has reétricted its educational program to the field of primary educa-
tion and has avoided anything that might look like a U.S. attempt to
re&uce the role of the French in education. In doing so, the United
States has in effect voluntarily forgone opportunities to influence
the new generation of Lao leaderxship and has failed to take the initia-
tive in support of what could be a popular and productive program of
major importance to the future of Laos and to U.S5. objectives there.

In the past such an approach probably stemmed from a correct reading
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of the situation, but at a time when Lao attitudes toward the French
have become markedly more suspicious, and when French willingness to
play a constructive role in Laos is seriously in doubt, continued U.S.
diffidence about undertaking a more active role in Lao education

appears unwarranted.

GUIDELINES FOR AN EXPANDED EDUCATIONAL PROGRAM

The nature of the educational process is such that an educational
assistance program requires a relatively long perspective; it must
build from the base upward in an interlocking fashion. A child who
is poorly trained in the first grades will be increasingly handicapped
as he advances. A Lao pupil whose rural school has exposed him to
only a limited amount of French will find it difficult if not impos-
sible to pass through the narrow gate of the entrance examination to
the lzgég where French is the language of instruction. What may be
intended as a limited reform of education might therefore have far-
reaching effects. ¥Frequent policy changes in education will prove
extremely costly, and will be unsettling to those in the system.
Hence, any substantially expanded U.S. assistance program for Lao
education should be based on a well-articulated and integrated

approach.

Since the success of an educational program in Laos must be
judged in political as well as economic terms, technical criteria of
econcmic or scholastic effectiveness alone are inadequate for design-
ing such a program. Both the scale and content of the program must
reflect political objectives. Further, the program should be carried
out in close coordination with other programs. In particular, the
guidelines for USAID's rural program discussed in the previous chapter
are relevant to such matters as the location of schools, how they are
built, who teaches in them, what is taught, and who gets the credit
for the program. With proper attention to these matters the_program
can have an early payoff in terms of its effect on popular attitudes
and allegiances, in addition to making a long-term developmental

contribution,




A possible format for an expanded program of U.S. assistance to
Lao education {(taking into account the considerations just mentioned)
is outlined in the final section of this chapter and set forth in more
detail in Appendix B. Two broad objectives form the core of this
program: the quantitative expansion of Lao education and a transition
from French to Lao as the language of instruction at all levels of

schooling.

EMPHASIS ON QUANTITY

In the short run, an inérease in the quantity of Lao education
can be expected to bring significantly greater political returns than
improvement in the quality of the present amount of education. Peasants
who themselves had no access to education want such access for their
children., By making available even the simplest kind of primary school
education to children who at present have no schocl at all, the RLG
could reap a sizable harvest of good will. 1In addition, the steep
slopes of the present pyramid of Lao education force most children now
enrolled in school to drop out of the educational system much earlier
than they might freely choose to do. If more room was made in the
middle and at the top of the Lao educational system, this potential

source of frustration and discontent would begin to dry up.

In order to permit a major quantitative expansion of Lao educa-
tion, quality standards will initially have to be relaxed. A program
that uses relatively unqualified teachers, makes do with cheap and
available facilities and materials, and is permissive about the quality
of education in general can be mounted on a broader scale and affect
more people than one stressing quality. Political benefits flow from
increasing access to some kind of education, even if it is not the
best, The success of the extensive, low-quality education program in

hill tribe areas testifies to the effectiveness of such an approach.

The degree of conflict betweern quantity and quality need not be
great. Even a program focused on quantitative expansion could bring
about relatively rapid expansion of functional literacy and achieve

positive, if modest, economic benefits. In addition, the quality of




the existing educational system need not be reduced to make room for
its quantitative expansion. Expansicn can be achieved as an add-on

to the present system., Finally, as time goes on, the quality of the
larger educational system can be continuously improved as more quali-
fied teachers are found, as teachers in the system are upgraded through
retraining, and as more and better facilities and teaching materials

are made available,

LAOTIANIZATION OF EDUCATION

Tt will be difficult to make Laos into a self-reliant nation so
long as French rather than Lac is used in the schools, To transform
the country into a nation in a real sense, the national language must
not be relegated to a secondary role, Furthermore, a program for
Laotianizing education (already accepted in principle by the Lao
Government in the Education Act of 1962} should not end in merely
réplacing the French language with Lao and French instructors with
indigenoue teachers. It will also require a modification of the
organization and content of Lac education so as to harmonize it more

closely with the country's needs.

With increasing U.S., influence in the field of Lao education, it
may be tempting to replace the traditional French flavor with a speci-
fically American flavor, to substitute English for French, American
instructors for French instructors, and American high schools for
French lzcées. Such a policy would be self-defeating. It would
unnecessarily arouse the antagonism of those affected, especially of
the French-educated leadexs who might suspect the United States of
practicing "neo-colonialism." It would also create major and costly
difficulties of staffing and retraining that the United States would
be ill-prepared to meet, And, most important, it would result in
institutions perhaps even less suited and less related to the Lao
enviromment than their predecessors. Such methods would also fail as

instruments for building a Lao nation,

Laotianization as adopted in principle by the RLG and as a goal

for U.S. assistance policy should thus not be anti~French in character,




but pro-Lactian. French instructors and French schools should be
encouraged to continue their work, But their effort should be increas-
ingly supplemented by secondary instruction in Laoc, to expand the
opportunities for secondary education and to create schools better

adjusted to the Lao environment.

Foreign languages will remain an essential ingredient of Lao
education above the elementary level, This does not mean, however,
that English should replace French as the principal 1angdage of in-
struction. Under a program of Laotianization, French will lose its
predominant position and English will play an increasing role, but
only as a foreign language that allows the Laotian to participate in
the ‘modern world. The Thai neighbor has successfully used his own
language in schools and universities while maintaining a high level of
English language competence. There is no reason why this should riot

also be possible in Laos.

THE PROGRAM IN SUMMARY

We recommend an expanded USAID education program that might cost,
when fullyhoperative, additional AID funds amounting to about $9 to

$10 million annually.

Primary and Secondaxry School Education

The core of our recommendation is that USAID should support and
help in developing a major speed-up in the expansion of Lao primary
and secondary education. Although estimates of the appropriate degree
of expansion at each level are somewhat arbitrary, a reasonable
approach would be to strive to increase the amount of primary school
g@ucation in the first three grades by one-and-a-half or two times,
trip}e or quadruple it in the next three grades, and expand secondary
school education some ten-fold. These targets should be attainable
in the next five years. For reasons of both desirahility and prac-
ticality, this program should be based on the use of Lao as the basic

language of instruction in both primary and secondary education.

———
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Adoption of appropriate quality standards should make the physical
requirements of the program attainable. Construction from local

materials of additional simple schools, both primary and groupes

N
"

scolaires, largely on a self-help basis, and additions to the present

groupes scolaires to extend their services to high school years, lies

within USAID's capabilities, Similarly, the increased number of pri-

mary school textbooks required could easily be made available. Prepa-
ration of adequate high school textbooks, if they are viewed as simply
year-by~year additions to the present primary textbooks,.could also be

accomplished,

The most difficult problem is finding the teachers. At the lower
level, literacy alone may be a sufficient qualification, and more use
could be made of formally "unqualified" instructors. At higher levels,
the aim should be tc train teachers to the minimum degree necessary to
enable them to teach the grades to which they are assigned. A number
of measures would help: provision of teachers' manuals, expanding the
one-year National Education Center (NEC) program, upgrading the best
of the upper grade primary school instructors through suﬁmer courses,
and so on. It should be possible to expand the higher levels of
primary education and extend instruction into secondary grades without
undue delay. Systematic retraining and continued development of a
basic teacher training program would permit the system to be continu-

ously improved as time goes on.

It should be noted that the kind of secondary schools we
recommend would not be a substitute for the present lzcées, which
would continue to represent a higher level of education than avail-
able in the Lao system. Although it would be possible to develop one
or two U.S.-oxiented "model high schools' of a standard equivalent
to the French-oriented 1 cées, we do not-believe this to be as desir-
able as a broader expansion of more modest but serviceable secondary

schooling. —~—

nGroupes scolaires offer a complete primary education (that is,
grades one through six).
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Scholarships and Stipends

One reason for the high dropout rate characteristic of the Lao
education system is that the nature of the Lao school system effec-
tively bars those lacking French langﬁage skills from advancing into
secondary schools. Another important factor is that most Lao families
cannot support an extended course of education for their children. -
Wealthier families, by contrast, can provide their children with a
home environment where French is spoken and with the necessary funds
for education beyond elementary school. Therefore, those who graduate
from the lzcées at home and abroad and are ready to fill govermmental
positions or obtain advanced education abroad are not only few in
number, but beléng for the most part to a select group of families.
Their holdover positions of power and influence are perpetuated through
the present educational system, which effectively prevents the broaden-

ing and democratization of the base for leadership.

One way of broadening this base is to ideﬁtify ambition and talent
and give those who have these qualities sufficient financial support
to permit them to continue their education. This could be accomplished
through a system of national scholarships and stipends based on merit.
These would enable good std&ents to complete their primary school
education, and the best students to carry on through secondary school,
even in cases where they must be supported away from home. Any
expanded U.8, educational program should contain such a feature. 1In
addition, in conjunction with our proposed reform of the U,S. Invisi-
bles Program (see Chapter 8), U.S.-financed support of Lao students

abroad should be based on merit and performance, and limited to

secondaxy and university education.

Use of Third Countries

An international flavor to a U.S5.-sponsored expanded education
program would minimize French sensitivities as well as the apprehen-
sions of those in the RLG who are dubious about the U,S8. role in
education., Moreover, third countries and international organizations

could provide services that the United States by itself may not be in




a position to furnish. 1In particular, some of the French speaking
nations outside France could provide technical or other personnel,
through the United Nations, or by way of direct hire, thus supple-

menting U,S. resources,

The role of Thailand could be particularly significant.in pro-
viding needed training facilities, personnel, and skills for under-
developed Laos. A common cultural heritage and linguistic and geo-
graphic proximity make Thailand the natural choice for such a role.
The systematic encouragement of advanced training of Lao students in
Thai universities, and increased use of Thailand's technical training

institutions, would be efficient economically and desirable politically.

Technical and Vocational Training -

Before embarking on a major program of technical and wvocational
training, more information is need@d. Any overall plan in this area
would require a review of the present‘USAID in-Mission training pro-
gram, an evaluation of the craft school extensions of the groupes
scolaires, an examination of the two technical schools that now exist,
a survey of the Thai facilities for technical training, and a study

of the possibility of preparing technical training manuals in Lao.

Higher Education in Laos

U.S. support for higher educdtion in Laos should be limited to
improving the Institut Royal de Droit et d‘Administration and Ecole
Royale de Médecine, insofar as appropriate arrangements can be worked
out with the French and the RLG. No encouragement should be given at

this time to the }dea of a national university in Laos.

Adult Education

The adult population of Laos is largely illiterate. Within this
.group there are undoubtedly some who desire and would respond to educa-
tional opportunity. Up to now the RLG has paid only lip service to the

idea of an adult education and literacy program. A good place toﬂbegin
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such a program would be within the RLG armed forces, where it should
be possible to mount an effective literacy campaign and even perhaps
a limited program of technical training. A modest adult literacy
program in rural areas should also be considered., Finally, the in-
creasing role and numbers of Americans in Laos would appear to call

for a step-up in English-langunage instruction programs.

Training Government Officjals

Lao officials are frequently underqualified for their jobs and
would benefit f£rxom better training., In Chapter 3 we recommended the
creation of a Public Administration Division for USAID, with training
of officials as its primary function. As part of the rural program,
training programs for govermment officials should be given every

.encouragement with emphasis on high-level officials. Since Thailand
has had considerable experience in training local govermment officials,
participation of Lao officials in Thai training programs (both full

course and short sessions) should be encouraged.




Chapter 7

I

ECONOMIC DEVELOPMENT

The United States has a dual interest in stimulating the long-
term economic development of Lzos. The stamina and per5pec£ive needed
to resist the communists and improve Lao institutions require a long-
term prospect of progress, Both the leadership and the people need
to feel that their efforts will do more than keep them in the same
place, that gradually they will result in a more modern nation and
a better way of 1ife. Given the gap between contemporary Lacs and
the level of expectations generated by communist propaganda and con-
tinuing contact with the rest of the world, no single quantum of
improvement is likely to satisfy their needs. Instead, the standard
must be a rate of improvement that can be sustained for the-indefinite

future.

Second, support for long-term development reflects credit on the
7.5, role in Laos -- among the Lao, with the rest of the world, and
at home. It shows the durability and seriousness of the U.S. commit-
ment to Laos, and it shows that we have a more constructive purpose

than merely fighting the enemy.

The objectives are political and military in character, not
economic. -Accordingly, the effectiveness of programs should be measured
in terms of what is accomplished in the political and military areas,
not in terms of the rate at which Laos approaches economic self-
sufficiency. The deepening of the U.S. commitment te Southeast Asia
requires a level of activity in the area that will inevitably cost
money. United States policy stems from the security interests we
defend in Laos. This course will continue to be costly just as other
expenditures for naticonal defense will ceontinue at high rates for as
long as can be foreseen. That certain of these expenditures are best
made in Laos, instead of elsewhere, is based on the calculation that
our national security can be defended more economically and reliably

in that way, not on Lao rates of growth. Even if the aid bill rose




every year, economic assistance to Laos might still be the most

effective way to defend our interests.

As with other programs, promoting economic growth should be
viewed in cost-effectiveness terms. This means every effort should
be made to achieve any given level of effectiveness (political-
military) at minimal cost (economic). Tt is at this point that
economic efficiency enters as a criterion. Programs that success-
fully stimulate economic growth will increase Laos' ability to
support itself,-reducing the cost to the United States. The ideal
program, therefore, maximizes political-military strength and
economic growth simultaneously. In the real world, it is difficult
to maximize two different things at once. Therefore, we shall often
prefer programs that give large benefits in terms of domestic stability
within Laos or of the world's impression of U.S. purposes in the area,
as opposed to other programs, weaker in these respects, that maximize
the rate of growth, In no case should economic effectiveness be the

sole criterion against which programs are judged.

Laos is economically dependent on the United States and other
foreign donors and will remain so for the indefinite future. Any
progress that is made over the next few years can be expected to
have only a marginal effect on eventual Lao economic viability.

Lao economic dependence is in part a heritage of French colomnial
neglect, and in part a consequence of the strains imposed by a
costly and protracted war. Although there are idealistic Lao
officials who would feel less anxious if they could see an early

end to dependence on external aid, continued Lao economic dependence
gives the United States leverage it would otherwise not possess,
Economic progress in Laos is desirable to satisfy Lao aspirations
and meet Lao needs for self-respect, and to demonstrate to others the
positive side of our involvement in Laos. However, this is not the
time to sacrifice other objectives in favor of Lao self-sufficiency.
Certainly the dollar costs of aid to Laos are not so high as to make

necessary the planned phasing out of the aid program.




ARBITRARY BARRIERS TC ECONOMTIC DEVELOPMENT IN LAOS

A major barrier to economic progress in Laos is that commerce
and production for sale are hampered by restrictions and uncertainties
generated by the civil and military authorities. A peasant may have
his surplus output seized at little or no compensation by military
requisitioners. A merchant who goes into the counéryside to buy
livestock or produce may be prohibited from taking his purchases
back to market or forced to make extra-legal payments to district
officers or scldiers at military checkpoints, Proviancial governers
or regional military commanders may prohibit the transport of rice out
of their jurisdictions, to insure against local deficits or to exact
bribes. A tin mine operator may have his supply of local fuel cut
off by a general motivated by greed or personal pique. An alien
. who successfully develops a business may be harrassed for payments
by the immigration police. The severity of these restrictive practices

varies unpredictably from time to time,

Under the circumstances, it is not surprising that peasants
produce mainly for their own consumption or that merchants and
entrepreneurs hesitate to undertake new directioens in trade or manu-
facturing. Many of the projecfs we might support to promote economic
development can be frustrated by the arbitrary impesition of authority.
There will be little response to encouraging vegetable production
or bu%lding reads, for example, if ‘the route from farm to market is
blocked or made unprofitable., If we are serious about stimulating
ecpnéﬂic activity, we must do more than build projects., We must attack
those root causes of malfeasance that are amenable to specific actionm,
such %s underpayment of the civil and military services., The Small
Induséry Survey Team in its draft report, for example, cencludes that
"government salaries must be adjusted upwards. We do not believe that
arly éérious industrial development program is likely to succeed until
this is done." Expenditures for improving govermmental performance
are aé basic to econeomic development as expenditures for roads or dams.
We ﬁﬁgt also use our influence and powers of persuasion to bring Laost

senior leadership to understand that more is required for economic
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development than capital outlays. Finally, we must develop and use
the kind of leverage with all levels of officialdom that will permit
us to insist on remedial action when major abuses occur. Clearly, we
should not think of action along these lines as a sweeping reform
movement that could eradicate all abuses and arbitrary restraints,
Such practices are often deeply rooted in the local culture. But

any improvements in this respect will make it easier for the people of
Laos to better their lives through productive activity, and also reduce
the amount of friction between them and their offiecials. This path
toward economic growth, therefore, is also politically stabilizing.
Better intelligence from USAID field personnel concerning these issues
would permit senior U.S. and Lao officials to use their authority

and prestige to press for the reduction of arbitrary restrictions on

economic activity.

ROADS, RIVERS, AND RADIOS

Just as it is fragmented politically, Laos tends to be fragmented
economicélly. Peasant families produce for their own subsistence.
Localities and regions are cut off from each other and strive for self-
sufficiency. This is inefficient economically, as it obstructs special-
ization and the ratiomal division of labor. It is divisive politically,
as the people and regions do mot have the commgnications and demands

of interdependence to bring them together.

Perhaps the single most important element needed to overcome
this fragmentation is a more adequate system of roads. The present
system does not even comnect all the principal cities, with the result,
for example, that the price of pork in Vientiane is a multiple of that
in Pakse, whereas the livestock breeders north of Pakse export to
Thailand at low prices and are among the least prosperous peasants
of lowland Laos. Much of the population of Laos lives in villages
not accessible by road., These people cannot produce for the market
even if they want to. In addition, they are isolated from government
officials and services. Many USATD and FAR supply operations now
carried on by air could be performed at lower cost 1f more roads were

available., Providing Laos with a better road system is an especially




appropriate activity for the United States for several reasons:

(1) Reads are essential to effective military operations. This is
graphically illustrated by recent intelligence that suggests the

North Vietnamese may have built more roads in Laos during the last

twelve months than has our side. Providing against unforeseeable
military contingencies also suggests a time urgency in road completion
that might not emerge from a purely economic calculation. (2) Road
building is a relatively impersonal operation, in which our taking

the initiative will show us in a good light without undercutting RLG
authority or leadership. (3) Improved means of access will increase

the effectiveness of the present RLG administrative system. (4) Assuming
that U.5. assistance to Laos will continue for some time, the cost of

the reoads supplied may well be recovered in large part by decreased costs
of USAID and FAR supply operations. On this count, a large, early effort
would be more economical than a program of the same cost and magnitude

spread out over time. (5) Roads are the impact project par excellence.

They are universally desired and appreciated by the rural populace, but
provide benefits to the towns as well by increasing their marketing ‘
area, (6) Roads are relatively low risk projects. There is a great
deal about the agriculture, politics, and sociology of Laos that is
still not understood. Any vigorous attempt,to alter the status quo,
therefore, entails the risk of error and unanticipated results. Among
the undertakings that can make a major contribution to economic develop-
ment, roads seem perhaps the least likely to produce unexpected side
effects, because they make the transition to new forms of economic
activity possible without simultaneously undermining the old, The
community can therefore choose its own pace in changing over. For all
these reasons, it is recommended that roads receive a substantially
higher priority in the economic development program than would be
indicated by economic calculation alone. Furthermore, road construction
is an appropriate and feasible activity for dirvect U.S.. action. Although
it is clearly desirable to include provisions for training Lac workers
and technicians in road building’, the pace of the program should be

dictated by U.3., not Lao, capabilities.




It is now planned to complete the Vientiane-Luang Prabang highway
during the next three dry seasons. This could and should be shortened
by one year. In ‘the same period, the Nam Cadinh bridges between
Vientiane and Savannakhet should be completed. Together with minor
additional expenditures, these projects would provide Laos with an all-
weather trunk road (Route Nationale 13) from Luang Prabang to the Cam-
bodian border. This leaves a gap in the road system of the Mekong Valley
portion of Laos from the Burmese border, through Houei Sai to Luang Prabang.
The Mekong is navigable all year from Houei S5ai to Luang Prabang, and un-
less there are overriding military considerations to the contrary, it
would seem that the best use of funds in the near future would be in ex-
tending the system of feeder roads, linking towns and villages with Route
13 or, north of Luang Prabang, with the Mekong. Also, in accord with the
analysis of rural programs in Chapter 5, we recommend that the present
concentration of feeder road construction within standard cluster areas
be relaxed and greater emphasis placed on connecting isolated villages
" with the national road system and the rural facilities provided in
cluster areas. Giving priority to roads of wmilitary as well as economic
significance is already standard USAID practice. In both connections,
special attention should be paid toward coordinating road construction

in Laos with existing and projected roads in Thailand.

Rivers provide a less costly means of transport than roads, and
most of the majoxr cities of Laos lie along its largest river, the Mekong.
Although portions of this river are not navigable during the dry season,
it can be used from Houei Sai to Pakse during high water, from Houei Sai
to Luang Prabang and from Vientiane to Savannakhet the year around.
Several smaller rivers, navigable at high water, feed into the Mekong.

A balanced plan for developing transport facilities in Laos, therefore,
should take full account of the potential of rivers. USAID has tenta-
tively proﬁbsed a program of improving river docking facilities. Funds
should be provided for this activity, and further study made of the costs

and returns to channel improvement and provision of additional river craft.

An improved flow of economic information has a stimulating effect

on economic development in much the same way as improved transport. To




produce for the market and sell advantagecusly, peasants must know

what prices.are offered and what markets are available. An overall
effort to increase agricultural productivity, therefore, should include

a supporting informational effort. In Laos, where literacy rates are

low, radio broadcasting is an especially suitable wehicle for such an
effort, The listeners could also be informed about other government
programs designed to benefit the peasantry, to enlist their participation,
and to increase their awareness of their stake in their govermment's
future. To be of use to the peasant, economic informaticn must pertain

to his locality. This means that the provincial and regional programming

should be stressed. )

AGRICULTURAL PRODUCTION

Although rice is Laos' most important crop, the country does not
satisfy its own consumption requirements. At present, about 50,000 tons
a year must be imported from Thailand, at a cost to the United States
.of about $6 million. At the same time, Lao rice yields (about 900 kg.
per hectare) are low relative to those in other countries and much land
suitable for rice producticn is unused. Fertilization of rice is wvir-
tually unknown, pesticides are 1little used, water control is undeveloped,
and the varieties grown have not been selected scientifically. Although
low income levels do not. seem to be a major source of discontent among
the Lao peasantry -- it is difficult, for example, to hire'day labor
for public works at modest pay rates during the dry season, when peasants
have time available -- there is evidence that higher incomes and ways to

increase output are desired and appreciated,

There is thus a potential for increasing rice production that could
raise rural incomes and permit the country to come closer to supplying
the domestic market. On the other hand, as with so many facets of Lao
society, much is still .unknown about rice production and marketing, and
many uncertainties are attached to the problem of raising output. For
example, the large number of able-bodied men under arms means that the
man; land ratio in the countryside is unusually low, which may account

to a considerable degree for both the unused land and the low yields.
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Over 90 per cent of Lac consumpticn is of glutinous rice, for which
experimental data relevant to Laos are meager. It is not yet clear
how output will respond to the agro-technical measures that might be
adopted. Beyond this, increased output will be forthcoming only Lf
preducers are convinced that marketing channels are open to them. As
noted above, commercial marketing is subject to harassment by local
and regional authorities. Furthermore, those channels that do operate
are only sketchily familiar to us, with the result that we cannot be
sure of what will occur if we adopt specific measures designed to
influence the volume of marketings. Given the importance of rice to
both producers and consumers, unanticipated side effects of efforts
to raise output and marketings could have serious political conse-
quences. This is not an argument for passivity, but for proceeding

with due caution.

USAID and the RLG Department of Agriculture are now engaged in
an effort to increase rice output. The first phase of the program
was begun last year., Improved rice strains were distributed to culti-
vators, who contracted to resell all output Ln excess of their own
consump tion needs, producing a multiplication of the improved rice
seed.- The multiplication program is continuing this year. Simulta-
neously, in order to increase yields, improved seed is being distrib-
uted to other farmers, with no concurrent obligation other than to
repay the seed in kind after harvest. By harvest {November-January),
it is Lntended to provide marketing channels that will assure producers
a reliable outlet for this year's surplus and encourage them to strive
for larger.surpluses in the future. In designing this program  and

refining it in the future, the following considerations are suggested:

(a) We must be prepared to make good local rice deficits that
arise as a result of our purchases. There is some possibility, though
probably not a great one, that peasants will sell too much if offered
an attractive .price, causing them to rum short later in the year when
prices typically rise. A more serious prospect is that U. §. purchases
will replace some that normally occur through commercial channels,
with the result that non-producers, sutch as ecity dwellers or military

dependents, will find their usual sources of supply inadequate. The

w



United States should be prepared in advance to sell rice when such
deficits appear, The capability to do so will also serve to reassure
local and regional authorities who are sincerely worried about rice
shortages in their jurisdictions, making it easier to induce them to
remove obstacles to the rice trade. Whether rice for this purpose
must be stockpiled in Laos or should be obtained on need through
importation is a technical question that mﬁst be decided on the basis
of economy and reliability. What is essential is that rice be sold,
if necessary throughout the year and throughout the country, at a

rational price.

(b) The USAID program should be designed to strengthen, rather
than supplant, private commerce in rice, The expansion of rice-
marketing and milling will be done most effectively if the forces of
private enterprise and competition can be harnessed to it. The rice-
buying apparatus, therefore, should be directed toward demonstrating
to producers, millers, and merchants that profitable opportunities for
expansion exist, and toward standing by as both a buyer and seller
of last resort, to maintain order in the market and to prevent the
exploitation of producers where local competition among merchants and
millers is lacking. Thus, for example, we should stand ready to buy
paddy from the peasant or polished rice from the miller, but at a
differential that allows slightly more than a reasonable return to
the miller for handling, storage, and milling. If correctly calcu-
lated, this differential will stimulate the miller to outhbid us
slightly in buying from the peasant, assuring the peasant a fair
price for his paddy but keeping the trade moving through commercial
channels., If we find that we are acquiring paddy, it will indicate
that we have shaved the margin too closely, Similarly, in selling
rice to meet shortages, we must set prices high enough to permit a
reasonable return to private merchants acting in competition. This
means, for example, that the selling price must rise gradually in the
period after the harvest, reflecting the interest charges and storage

costs incurred by holding rice for later sale.

{¢) As the largest customer for rice in Laos, USAID is in a




.position to influence the price of rice throughout the country. Some

increase over present levels seems desirable. If the increase in

civil service and military pay scales we recommended in Chapter 3 are

enacted, both of these groups will be able to abscerb the price increase
without hardship. Through the multiplier effect, the increases in USAID

and RLG expenditures expected to occur during the next few years will

raise incomes for the rest of the urban population as well., Meanwhile,

the new pattern of providing non-project assistance we recommend in

Chapter 8 will increase import prices somewhat. An increase in the

price of rice would raise rural incomes, permitting peasants to share )
in the rise in urban incomes and to absorb increased prices for imports,
while providing an incentive for increased rice production. 3Should the
Lac price—of rice tise above the Thai price, the unofficial movement of
rice across the Mekong (that is, Thai exports on which the official rice
export premium is not paid) will be stimulated. This probably puts a
ceiling on the increase feasible in Laos. A moderéte price differential,
even 1f it attracts a small flow of rice from Thailand, would be de-
sirable, because it would still stimulate Lao production and provide
rice at a saving to USAID, the internal price for Thai rice being below
that now paid for USAID procurements in Thailand. A large flow from
Thailand would be undesirable, because it could be sustained only with
the connivance of the Thai authorities, producing a corrupting relation-

ship between Thai, Lao, and USAID officials.

(d) As sufficient experimental information is obtained to pro-
vide a reliable basis for using fertilizers and insecticides, these
should be supplied to producers at subsidized prices. So long as
the bulk of imported rice must come from Thailand at world market
prices (that is, inclusive of the Thai rice premium), the economically
rational ratio of rice-to-fertilizer-or rice-to-insecticide prices
is the world price ratio, not the ratio of the Lao rice price to the
world fertilizer (or insecticide) price. Thus even calculating
strictly on the basis bf minimizing costs for the United States, it
will pay to provide fertilizers and chemicals at subs?dized prices

in Laos, at least to the point where the need for imports is




a2liminated. (Whether it pays to go beyond that point depends on the
possibilities for marketing T.ao riece abroad -- a distant prospect not
.examined here.) The rate of price reduction is given by the ratio’

of the.Tao price of rice to the world market price paid by USAID in
Thailand, For example, if rice in Laos sells for half the pfice
charged USAID by Thailand, ferlilizers. and chemicals should be reckoned
at half the actual cost of landing them in Laos in determining economic
application rates and therefore in selling them to rice producers. If,
‘for political reasons, it is desired to provide greater benefits to
peasants, an even more generous subsidy could be granted. In either
case, the provision of fertilizers will have to be supervised, to
assure that they are used in Laos and not re-exported at the world price
to Thailand. This is unfortunately cumbersome, but cannot be avoided
so long as the Thais retain what is for them, tco, an uneconomic rice:

fertilizer price ratio.

(e) Certain non-glutinous rice ,varieties can be heavily fertilized
to produce yields three or more times greater than those now obtained
from glutinous rice in Laos, If similar yields could be ébtained
economically in Laos, it might be possible to offer non-glutinous Eice
to consumers at a large discount over glutinous. Experiments should be
undertaken, therefore, to ascertain both the productivity of non-
glutinous varieties under Tao conditions and the receptivity of the Lao
consumer to lew-priced non-glutinous rice., If results are positive in
both cases, there c¢ould be major benefits from the introduction of these
varieties: (i) Output and rural incomes would go up. (11} Lao rice
production would become heavily dependent on the -supply of fertilizers
from the Free World, Areas that came under communist control would be
cut off from this supply, impairing their ability to support enemy
forces and intensifying peasant awareness of the disadvantages o enemy

rule.

{f) Aoy program expected to produce a major increase in marketing
of rice (or any other product) must have active support from the most
senior Lao leaders, in order that their authority be used to remove

the barriers to such commerce now imposed by local and regional




-130-

authorities. TUnless these artificial barriers are lowered, attempts
to interest the peasant in producing for market are only too likely

to arouse political discontent;while failing in their economic aims.

The rice purchase scheme represents an ambitious new USAID program
that will take time to be absorbed and improved. We feel that with the
addition of this program the present scale of assistance to lLao agri-
culture is approximately correct for the next few years, though a
moderate upward trend in its size is desirable. Two basic factors
would appear to aréue against a major campaign to increase Lao agri-
cultural production at this time. First, protracted war in Laos has
severely distorted the agricultural economy. Labor, in particular,
is artificially short. As a result, it would be difficult to design
and set in operation today a program appropriate for peacetime conditions.
Moreover, until peace is reestablished, the payoff to such a program is
likely to be very limited. Second, RLG and USAID administrative capa-
cities are already strained. Even if money were available to support
4 ‘major new program of agriculturél development, its additional adminis-
trative costs could be high. The rice purchase scheme, together with
measures recommended elsewhere in this study to expand Lao education,
increase rural incomes by raising military pay, reduce barriers to
ruraf commerce, and improve RLG effectiveness seems to represent a
program in support of the Lao peasantry adequate in its impact and of

higher priority.

SMALL INDUSTRY

Developing small industry in Laos is the subject of a separate
study by the Small Industry Survey Team and therefore not ‘treated
systematically here. Although their final report ié not available
at this writing, a draft report finds that numerous profitable
opportunities for wmanufacturing now exist, but go unexploited in Laos.
One reason for this is political and military insecurity, Potential
antrepreneurs ére afraid that their investments may be damaged or
seized as a result of fighting or a shift in control between the

communist and noiwommunist sides, or between factions of the
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nopcommunist side. For American inves;oré, AID can provide invest-
ment guarantees against such eventualities. However, the opportunities
in Laos will often be too small or too exotic to attract U.S. investors.
A more promising candidate is the Asian entrepreneur -- for example, the
Hong Kong or Bangkok Chinese -- who is experienced in dealings in this

part of the world and interested in smaller undertakings that may com-

plement other enterprises of his in the region., Means should be devised

to attract this kind of entrepreneur and to create conditions under
which he can operate constructively. We supgest, therefore, that ways

be sought consistent with existing legislation for guaranteeing desirable
investments against war damage or expropriation, even where the investor
is not American. Perhaps FECF or a similar multi-national fund could
undertake this function, or a regional fund associated with the Asian

Development Bank might be considered.

DEVELOPING PROVINCIAL CAPITALS

A program of developing provincial capitals could have an important
unifying effect on the nation, if it were designed to increase the ties
between the peasantry and their provincial centers and between the pro-
vinces and Vientiane. The essence of the scheme should be a flow of
services from Vientiane to the provincial capitals, provided in 2 manner
that makes them available to the surrounding villagers as well as to
inhabitants of the capitals. USAID has proposed several developmental
projects that lend themselves to this function., Others could no doubt
be devised. Some examples that seem worthy of priority attention are

discussed below.

Schools to provide secondary education in Lao should be built
in the main provincial capitals, as recommended in Chapter 6 of this
study. Boarding facilities and stipends for rural children who have
shown promise in primary school should also be provided, to open educa-
tional opportunities for those without relatives in town or other means
of supporting themselves away from their villages. This would represent
a striking innovation in the career outlook for most peasant children.

For the desired political effect to be achieved, however, it is




essential that some mechanism be installed to assure equity in the
choice of beneficiaries, such as participation in student selection

by USAID/Education.

Existing hospitals in the provincial cities are dilapidated
and inadequately staffed. These should be refurbished and expanded;
proper pro%ision should be made for future maintenance, and additional
doctors and other technicians provided. In addition to treating the
people of the city, the hospitals should have the following functions:
(1) Technical supervision and support for dispensaries in the surround-
ing villages. For example, a doctor from the hogpital should be pro-
vided with transport and assigned to make regular wvisits to the village
dispensaries to advise the village medic, treat complaints beyond the
medic's competence, and bring serious cases back to the hospital.
(2) Training and refresher courses for village meﬁics should be estab-
lished, to expand and upgrade the village dispensary system. (3) The
hospital should provide backup for military medical facilities,
training FAR medics and treating wounded soldiers. This service would

be appreciated by the regional commanders as well as the troops.

As a result of military actions, Laos has large numbers of
amputees and other physically disabled. Vocational training and
rehabilitation centers for these people should be established to
provide them with simple prosthetic devices, to help them acquire
money earning skills, and reintegrate them into the producfive economy .
Such assistance wopid be appreciated by the disabled and by their
families, and would improve the morale of troops in battle who risk
disablement. It would also relieve FAR commanders of a demand for
support, expected by disabled -subordinates under Lao tradition, which
now forces illegal diversion of funds budgeted for other purposes

(see Chapter 3).

In addition to providing governmental services, measures should
be adopted that will stimulate commercial and industrial activities
in the provincial cities, such as the opening of branch banks and
improvement of credit facilities, the use of local contractors to

carry out RLG and USAID construction projects, and local procurement




by USAID of materiel. In all these activities the aim should not
be the development of the urban area alome, buft its development in
conjunction with providing services, marketing, and employment

outlets for the surrounding villages.

i



PART IIIL

FINANCE AND SUPPORT

e Wy S et e
Ju,_m_g:uﬁ 2,




Chapter 8

NON-PROJECT AID

INTRODUCTION AND SUMMARY OF RECOMMENDATIONS

Role of Non-project Aid

Laos, largely because of its involvement in a war that forces it

to support some 80,000 men under arms, runs a government--budget.-.deficit .

extremely large in relation to the Lac economy. The deficit generategw

domestic demand far greater than can be met from domestic resources at

o
=

present levels of income. This leads to a balance-of-payments deficit

that may -be higher in relatjion teo domestic production than that of any

other country in the world. The deficit is financed by ocutside aid

-,

largely from the United States but also from other donors, mainly the

United Kingdom, Australia, Japan, and France. This non-project aid
translates domestic demand into purchases of imports and foreign
exchange. - Although the translation is not perfect, since imported
goods and services are not perfect substitutes for domestic goods and
services, recent experience has been reassuring. Demand has increased .
substantially but an adequate supply of foreign exchange has made it
possible to hold domestic prices reasonably steady. This experience,
together with the knowledge that most demands for goods in Laos can be
met by imports from Thailand at stable prices, makes it possible to
assume with some confidence that further increases in demand can
continue to be neutralized by appropriate increases in non-project

aid with relatively small domestic price increases.

The Lao balance-of-payments (summarized in Table 1) is both in-
structive and unique. Commercial receipts of foreign exchange from
legal exports in 1964 covered only some 3 per cent of commercial
imports of goods and services. Illegal exports, however, were some
five times as great as legal commodity exports, and earnings from
local expenditures of embassies and international organizations were
twice as high. There is no hope under present wartime conditions of

even approaching a solution to,the Lao balance-of-payments problem.




Table 1

BALANGE OF PAYMENTS OF LAOS IN 1964
(in $ million)

Debit Credit

Account (-) €D
Current account:
Commodity imporLs ......iiiiiinnrverinnnrenransnns 31.3
Invisibles (service) imports ........ccicevninnnn. 6.0
Total ...oevvvininnnnns e areeaeereee e 37.3
Earnings from exports and invisibles ..............c.vevsn, 6.7
Deficit on current account ..........cie0ieiean- 30.6
Capital account:
Foreign aid (plus imports for
embassies and internmational organizations) ...... ceeeas 35.3

Short-term capital export, and
errors and omissions




The payments deficit is a clear reminder that Laos cannot maintain

its current modest standard of living without substantial foreign aid.
Foreign aid feeds, clothes, and shelters the country to a remarkable
degree. Even substantial relative increases in exports will not

change this situation.

One interesting aspect of the Lao balance-of-payments data is
the light they shed on the extent of capital f£light. The $4.7 million
figure for short-term capital export and errors and omissions would
represent the maximum possible for capital flight if all the other
entrieg were correct. Since a major part of the $4.7 million repre-
sents overseas transmissions of earnings, largely by Chinese business-
men and foreign workers, true capital flight is unlikely to be very
high even if net export earnings are understated. However, receipts
from re-exports of goods financed through the United States Import
Program and the Foreign Exchange Operations Fund are probably under-
stated and no allowance is made for over-inveoicing of exports. On
the other hand, certain local imports from Thailand that do not go

through FEQOF or USIP are also not caught.

The Present System of Non-project Aid: A Combination of Cash Grants
and Commodity Imports

For many years one of the sharpest controversies concerning the
USAID program in Laos was whether non-project aid should be given in
the form of cash grants or throupgh commodity import programs. Those
who opposed cash grants argued that they were used to finance
unwarranted amounts of luxury imports and capital flight, that they
provided no protection to the U,S5. balance of payments, and gave the
. BRLG an incentive to increase its budgetary deficit. Strong evidence
to support these arguments was found in the large excess of the value
of cash grants over the value of imports: it showed that at best
cash grants were being used to finance unwarranted increases in RLG

reserves; at worst, to finance large amounts of capital flight.

Critics of commodity import programs, on the other hand, pointed

out that the administrative capability necessary to administer and
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police commodity import schemes was lacking in Laos, and that without
cash grants adequate in amount to preserve the free convertibility of

the kip, a currency black market would inevitably arise.

The present system of providing external financial assistance to
Laos is based on the stabilization program introduced on January 1,
1964. This program included a devaluation of the official exchange
rate from 80 kip to the dollar to 240 kip to the dollar, creation of
a free market for all foreign exchange transactions except commodity
aid imports and specified invisibles, the establishment of a multi-
national FEOF to support the free market, the imposition of a fixed
ceiling on the RLG budgetary deficit at a level agreed upon between
the RLG and FEOF donors, and a pledge of credit restraint. This
program has been successful in restoring fipancial stability to the
Lao .economy. Prices have held steady after an initial adjustment to
the devaluation of the official rate, the free exchange rate has been
maintained at approximately 500 kip to the dollar, and speculation

against the kip has virtually ceased.

Non-project aid in Laos is a combination of commodity imports
and cash grants. Table 2 summarizes non-project aid to Laos in 1965,
Three national commodity import programs exist: the United States
Import Program, the ‘United Kingdom Import Program, and the Australian
Import Program. Through these programs, certain authorized categories
of goods are brought into Laos from specified sources at the official
exchange rate of 240 kip to the dollar. UKIP and AUSIP are entirely
tied to British and Australian goods respectively, whereas USIP, for
some commodities, permits limited world-wide procurement. In
addition, a United States Invisibles Program finances certain cate-
gories of invisibles payments, both private and official, at -the

official rate of exchange.

The demand for foreign exchange for purchasing goods and services
not eligible for inclusion in the above programs is financed through
the free market; largely with funds provided through FEOF. Goods and
services financed through the free market include perishables and

urgently needed imports for which commodity import procedures are too




Table 2

NON-PROJECT AID TO LAOS, 1965
(in $ million)

Type of Aid Amount

Commodity aid, Fiscal Year 1965:
U.3. import program (including

petroleum, oil, labricants) ........ b itetect e 9.0
United Kingdom import program ........... Ciiensaaienaen 2.2
Australian import Program ......c.eeeeecevienaenccenen. 0.3

Total ......... feseenaaaeatereraaasrt ettt aat e eannan N
U.3. Invisibles Program ........ seerearsresancareacaaninaaran
Contributions to Foreign Exchange

Operations Fund, Calendar Year 1965:

United States ...veevenns Cestetaiseesaatiesanas D Y ¢
Framte ..ivieeirsnssnsnessasonscansnaaanns Cereanaraaa 1.3
United Kingdom ..... b et s a4 ae st ct ettt e 1.7
Australia .....eiiiiiiiinir e ittt e 0.4
JEPAI 4 vevevrereanoasvenannna e haee e r et ee it - 0.5
RLG ....ovvinnn.. Cessasesseasaaan e P ceiiesaees 2.8

Total ............. reaeaa feeere e e s et e e n et veee

Total non-project aid ..i.viiitiiiernnnnonronencennsonanns
Of which T.5. contribution is .......iiieineernnncana .-

SOURCE: TUSAID, Laos,

aThe-RLG contribution of $2.8 million, representing a transfer of
dollars from a U.S. working fund, was made in Fiscal Year 1965 but

will be wholly available in Calendar Year 1965.




unwieldly, other goods not included in the commodity import codes (so-
called "luxury' goods), and overseas remittances and capital transfers.
FEOF operates as a multilateral fund of convertible currency to which
the donors (the United States, the United Kingdom, France, Australia,
and as of this year, Japan) contribute amounts agreed upon annually.
This fund provides convertible currency to the commercial banks in
Vientiane to meet the residual demand for foreign exchange at the free
market rate. No limitation is put on the purposes for which FEOF funds
can be supplied. Control over the demand for foreign exchange is
exerted indirectly, through the agreement between the FEOF donors and
the RLG on the maximum permissible size of the RLG budget deficit. If
the deficit exceeds the agreed limit, the FEOF agreement is automqti—

cally abrogated.

The existence of FEOF makes it possible to maintain free con-
vertibility for kip and has been essential in preserving financial
stability and confidence in the currency. Were FEOF not in existence,
or were more serious restrictions placed on the use of FEOF funds, a
black market for foreign exchange would inevitably develop, as it has
in South Vietnam and in Laos in the past. No conceivable system of
exchange control in Laos could be well enough managed to avert this
problem. Ineffective controls would invite abuse and stimulate
speculation. The moderate amount of capital flight should be viewed
as the price of free convertibility. Any attempt to reduce capital
flight by imposing serious restrictions on the use of FEOF funds would
in all probability be self-defeating, resulting in a black market that
permittéd capital flight to continue while it undermined public confi-
dence in the kip: In the end, capital flight would be more likely to

increase than to decline.

Outlook for Increased Domestic Spending

Increased domestic spending affects the amount of non-project
aid required to hold inflationary pressures in check, whether the
increase comes from a higher budget deficit or from increased local

currency expenditures associated with project aid. Both these




cetegories of spending are likely to increase significantly over the

next several years.

Largely as a result of the increase in civil service and military
pay that went into effeclk om July 1, 1965, the RLG budget deficit is
expected to Increase from 4.8 billion kip in FY 1965 to 10.6 billion
kip in FY 1966. At the same time local currency expenditures associ-
ated with project aid are expected to rise in line with the 15 per
cent increase in project aid, a figure that does not include any
increases that will result from the President's expanded program. In
future years further increases can be anticipated in both of thes®
categories. Government pay levels remain too low, and demands fo£
increased govermment services are increasing. U.S. determination to
invigorate development efforts in Laos and the beginning of operations
on the Nam Ngum Dam project will also lead to rising local currency
expenditures. Finally, if the recommendations made elsewhere in this
study were fully implemented, domestic expenditures would rise by

another five to eight billion kip.

In short, the costs of an effective aid program in laos, re-
sponsive to changed conditions in that country and to U.S. policy for
Southeast Asia, will be reflected in large part in heavier demand for
non-project aid. Hence, the present system of non-project aid requires
careful examination to ensure that it is appropriate to the increasing

demands that will be placed on it.

Summary of Recommendations

The reestablishment of financial stability and confidence in
the kip has been a major achievement. Changes in the system under
which this was accomplished should be carefully scrutinized and
discussed with the RLG to ensure that they do not jeoparcize the new-
found stability. Nevertheless, the present system can be improved
upon and has several weaknesses that can and should be eliminated.

Qur recommendations are as follows:

(1) The USIP program should be restricted to U.S. goods (with
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the exception of POL), held to a level no greater than the present
dollar amount of imports of U.S. goods, and FEOF increased ac-

cordingly.x

(2) Tighter controls should be established over the U.S.
Invisibles Progrdm and steps taken towards the ultimate elimination

of non-official conversions of kip at the official rate.

(3) The forced conversion of export earnings at the official

rate should be eliminated.

We feel that the above changes can be carried out beginning in
1966 in such a way as not to jeopardize the financial stability of
the past 18 months. The recommended changes would benefit the Lao
economy, reduce the dollar cost of non-project aid, and help to make
the Laos aid program more responsive to present needs. In the longer
run, they would make for less foreign aid and contribute to the

eventual economic independence of Laos.

RESTRICTING USIP TO U.8. GOODS

We recommend that, with the exception of POL items, the United

States Import Program should be restricted to U.S. goods and held to

"Since this chapter was drafted, a major revision has been made
in the USIP program by restricting it to rice, POL, certain types of
machinery, and motor vehicles. As a result of this reform, the USIP
program is expected to run at an annual rate of only about $4.8
million and the United States has informed the RLG it will increase
FEOF accordingly. This change is very similar to that recommended
in this chapter, with some exceptions: (a) Rice will continue to be
imported through USIP., As noted elsewhere in this report (see
Chapter 7) we recommend that a new rice marketing mechanism be es-
tablished, and USIP imports of rice then eliminated. (b) The new
system restricts USIP imports by commodity rather than by source.
Restriction to U.S. suppliers would reduce the costs to the U.S.
balance of payments and make the problem of over-invoicing more
manageable. (c) The new system also would exclude certain USIP
imports of U.S. origin now consumed in rural areas. One of the
findings of the USAID survey mentioned below was that restricting
USTP-would not cause significant price increases in rural areas in
part because several USIP items of importance in these markets would
continue to be available; for example, detergents and condensed milk.
As the new system takes effect, USAID should be alert to price
developments in rural areas in case they turn out to be troublesome-




a level no greater than that of present imports from the United States
under USIP, The Forelgn Exchange Operations Fund should be expanded
accordingly. Such a reform would achisve some dollar savings in aid,
and would reduce the balance-of-payments drain of the U.S., aid

program, without jeopardizing broader U.S. objectives in Laos.

Dollar Savings and Balance-of-Payments Benefits

Almost 60 per cent of USIP imports now come from countries
other than the United States. Eliminaring USIP financing for these
goods, while holding the value of the USIP program to that of present
imports from the United States, would chanpel a major portion of the
Lao demand for foreign exchange from the USIP program to the free
market. Since the free market rate of 500 kip per dolla; ié con-
siderably lower than the USIP rate of 240 kip per dollar, there would
be a marked reduction in the dollar costs of non-project aid. Table
3 indicates the approximate magnitude of these savings in fiscal 1966.
Table 3 also shows that restricting USIP would reduce the amount of
dollars spent outside the United States. The magnitude of the
savings for the U.S. balance of payments, however, woﬁld depend on
the use to which these dollars are now put. Reducing dollar earnings
of countries who have a high propensiﬁy to spend dollars in the United
States has only a limited effect on the U.S. balance of payments.
When such indirect effects are included in the net balance of pay-
ments, savings are reduced. One ﬁajor effect of restricting USIP
would be to reduce the amount of dollars spent in Thailand. Since
Thailand does not spend a particularly high proportion of its foreign
exchange earnings in the United States, the direct balance-of-payments

savings in this case will not be greatly reduced.

It would be a mistake to view restricting USIP primarily as a
device for reducing the.total cost of the aid program in Laos. A
more important result of .such a revision would be to reduce the dollar
cost of future increases in RLG budgetary expenditures. Table & shows
the approximate dollar savings per billion kip increase in the RLG

budget deficit which the suggested restrictions om USIP would entail.




Table 3

EFFECT OF RESTRICTING USIP IN FY 1966
(in $ million)

Present Restricted
Ttem System? USTP
FECF . 8.0 10.6
USIP (not including POL) 9.8 4.3
(U.8. origin) (4.3) (4.3)
POL 2.5 2.5
Total ' 20.3 17.4
Dollar savings 2.9
Reduction in direct balance-~
of~payments drain 3.2

NOTE: These figures are based on the following

assumptions: ’

(1) A price elasticity of demand for foreign
exchange of unity;

(2) Demand for POL is independent of the average
price of other imports;

(3) 10 per cent of goods imported through FEOF
are supplied from the United States;

aFigures in this column supplied by USAID, Laos.




Table &

DOLLAR COSTS OF FINANCING A ONE-BILLIOM-KIP INCREASE
IN THE RLG BUDGET DEFICIT

1y (2} (3 @&

Item Present System| Restricted USIP
Domestic multiplier | 1.33  2.00 1.33 2.00
Cost (% thousand) 1930 2870 1330 2000
Savings (§ thousand) 600 870

B Y
NOTE: The calculations in this table are rough esti-

mates, but show the order of magnitude of the foreign
exchange costs of an increase in the RLG budget deficit
and the savings from restricting USIP. The assumptions
on which these calculations are based are similar but
not identical to those used by USAID (see TOAID A-1351,
June 3, 1965). They include: <(a) a marginal propensity
to import of 0.5; (b) domestic leakages ranging from O
to 0.25; (¢) a unitary elasticity of demand for foreign
exchange; (d) demand for POL independent of the size of
the RLG budget deficit. The method used is virtually-
identical to that used by USAID, ’




Parts I and II of this study make various recommendations the
implementation of which would increase the RLG budgetary deficit by
five to seven billion kip. The aid costs of financing such an
increase would be considerably less if the USIP program were re-
stricted along the lines suggested. Table 5 illustrates the effect
of restricting USIP on the non-project aid bill in the event of a

five billion kip increase in the RLG budget deficit.

Impact on the Effectiveness of the U.S. Aid Program

Restricting USIP to U.S. goods would bring about a rise in
domestic prices in Laos. USAID estimates that the rise in import
prices resulting from restricting USIP would increase the cost of
living in Laos by approximately & to 5 per cent, and that domestic
prices might also increase slightly. However, a number of factors
suggest that these price increases would not impair U.S. objectives

in Laos:

(1) Domestic incomes will rise as a result of the scheduled
increases in government and local currency expenditures. Table 3
shows that even under a restricted USIP it will be necessary to
transfer more dollars to Laos in FY 1966 than were supplied in
FY 1965. 1In other words, Lao real income will be increased over its
present level even though the USIP program is restricted. Restricting
USIP without increasing RLG spending above levels anticipated at
present would be shaving this point rather finely, however, since
FY 1966 non-project aid would be only $.7 million higher than
FY 1965 non-project aid. The programs recommended elsewhere in this
study, such as civil service and military pay raises, will more than
compensate these groups for the increase in prices resulting from
restricting USIP. As to peasant incomes, a USAID survey of rural
purchases of USIP goods, conducted at our request, showed that the
impact of restricting USIP on peasant standards of living would be
relatively insignificant. Moreover, peasants would benefit from
increased purchases in rural areas made possible by raising military

pay and subsistence allowances.




Table 5

DOLLAR COST OF FINANCING A FIVE-BILLION-KIP INCREASE
_IN THE RLG BUDGET DEFICIT?

- (2) (3) (4)
Present System Restricted USIP
Multiplier| Multiplier |Multiplier | Multiplier
Item 1.33 2.0 1.33 2.0
FY 66 level 20.3 20.3 20.3 20.3
Dollar savings e - 2.9 2.9
Adjusted FY 66 level 20.3 20.3 17.4 17.4
Additional costs resulting
from increase in RLG
budget deficit® 9.5 14.4 6.7 *10.0
Total - 29,8 34.7 24.1 27.4
Net increase in dollar .
costs over FY 66 2.5 L&4-4 RE;S AL
NOTE:
%This table overestimates the dollar savings ~- perhaps by as much as
$1 million -- since it implies no inecrease in POL purchases in spite of

a sizable increase in domestic spending.

bFrom Table 3.

“Based on estimates in Table &.




(2) Dollars provided through FEOF rather than through USIP make.
a greater contribution to Lao welfare because a dual exchange rate is
inefficient. When goods are brought inte Lacs at prices lower than
those at which they are purchased, their dollar cost to the United
States is greater than their wvalue in Laos. For example, USIP
building materials that cost $1000 outside of Laos may sell in Laos
for as little as 250,000 or 300,000 kip. Consumers are willing to
pay this amount for the USIP goods, but presumably would not be'
willing to pay the 500,000 kip that the same materials imported
through tﬁe free market would cost. The difference between the
500,000 kip and the amount they actually pay is a measure of the
inefficiency of the dual exchange rate. Given the magnitude of the
difference between the official and free market rates of exchange,
this inefficiency would appear to be quite sizable for the many goods
that are purchased through USIP channels which could be competitively

marketed in Laos even if imported at the free rate of exchange.

(3) USIP stimulates two types of corruption: re-exports and
over-inveicing. Re-exports are profitable because of the difference
between the USIP and free market exchange rates. Goods coming into
Laos at prices lower than those prevailing in Thailand are re-
exported into Thailand. This problem is less sericus now than it
was prior to the 1964 devaluation which narrowed the margin between
the official and free rates of exchange. Nevertheléss, re-exports
of USIP goods continue, and restricting USIP would sharply reduce

profitable ‘opportunities for re-exports.

"Over-invoicing'" is the process by which Lao importers, in
collusion with foreign exporters, overstate the price of imported
goods in order to get more dollars at the official rate, usually
for transfer abroad. Unlike the re-export problem, this problem
cannot be solved by bringing Thai and Lao prices into line because
the importers will still have the same incentive to acquire dollars
at the official rate of exchange, whatever price their goods sell
for in Laos. Restricting USIP would eliminate over-invoicing on all

goods originating outside the United States. U.S. suppliers should




be easier to police than those in other countries.

{4) USIP goods, which are imported at the official rate of
exchange, are frequently relatively cheaper in Laos than on the world
market. The general effect is to distort price relationships in Laos,
artifically encouraging the production of certain goods relative to
others. Although not a serious problem at this time, this distortion
will grow in importance as the Lao economy develops. In the future
it could become a major barrier to Lac economic independence and the

establishment of closer economic relations with Thailand.

Cheap raw materials and cheap machinery purchased through USIP
serve to encourage domestic manufacturers. However, for goods com-
petitive with Lao production, the opposite is true. Trying to cope
with this problem by making goods with potential domestic substitutes
ineligible for USI? financing places a heavy burden both upon the
administrators of the USIP program and upon local entrepreneurs who
must make guesses about the future shape of the program. Markets
react to present opportunities more vigorously than to the possi-
bility of future opportunities dependent iupon changes in economic
policy. A major program of subsidized imports makes it more

difficult to attract entrepreneurs to the Lao market,

POL, Rice, Tin Roofing, and Cement

These are the most important commodities that would be affected
by a restriction of USIP to U.S. goods. The first two deserve
special attention because of the unique characteristics of their
cases, whereas a discussion of the latter two will serve to illus-

trate in specific terms some of the general points made earlier.

POL. The POL supplied to Laos through the USIP program is pur-
chased by the United States through a barter arrangement ﬁith
Indonesia in exchange for surplus agricultural commodities. Hence,
the real cost to the United States is the value of the latter goods.
This cost is considerably less than the dollar value of the POL on

the world market. Consequently, the disparity that ordinarily




exists between the costs of USIP goods and their price on the Lao
market is avoided in this case. 8o long as POL continues to be
provided through this barter arrangement it is economically sound to
furnish it to-Laos at the USIP rate. Moreover, the effects on the
domestic economy of Laos are favorable, since cheap petroleum
products stimulate business activity and encourage rural transporta-
tion and commerce. The chief defect of the present system is that
POL is illegally re-exported to Thailand because it is cheaper in
Lacs. 1In this case, the benefits to the United States seem to out-
weigh the defects, and our program should be continued. If the
present barter arrangement should break down, the disadvantages of
including POL in the USIP program would be similar to those for

other goods and consideration should be given to excluding POL.

Rice. At the present time, rice is intermittently importéd
through USIP for sale below the Lao market price to civil servants in
partial compensation for the rise of the cost of living. Rice sup-
plied in this way, although small relative to the total supply of
rice in Laos, reduces the demand for rice in normal market channels
and serves to some extent to limit price increases at times of
shortage, This system has several defects: provision of rice below
market prices invites abuse on the part of those in charge of its
distribution; providing rice through exceptional procedures --
Economats, Sogimex; and so on -- weakens the normal commercial
marketing system; subsidizing a single commodity is an inefficient
way of compensating civil servants. A preferable alternative is to
provide adequate monetary compensation to civil servants and to
leave the distribution of rice to the normal commercial marketing
system, .If rice imports are necessary Lo preserve an‘orderly market,
a USAID program foxr this purpose should be instituted with the rice
sold at the market price through commercial channels (as discussed

in Chapter 7).

Cement and tin roofing. These two commodities are perhaps the

most important of those that would be affected by restricting USIP

to U.S. goods because both are imported from Thailand and brought




into Laos at well below world market prices. As both are consumed in
rural areas, concern has been expressed that eliminating these goods
from USIP would have. an undesirable effect on U.S. interests in rural
Laos, However, the survey of rural expenditures conducted by USAID
indicates that a rise in the price of these goods would not cause a
significant reduction in peasants' standards of living. Both of
these goods are also vwidely used in urban areas, but those who
benefit from their loy price are those who already reap many of the
benefits of the non-project aid program and who will benefit from the
rise in domestic spending that is sure to occur in the next several

years.

The low price of these goods artificially stimulates their
consumption relative to available domestic substitutes. As pointe&
out earlier, this means that the amount of dollars spent on these
goods. greatly exceeds the value of the benefits they -provide to Laos.
In addition, their low price inhibits the development of production
of domestic substitutes. Boun Oum's cement plant near Thakkek is
about to start operation. Surely it is undesirable to force this
plant to compete against subsidized imported cement. Roofing
materials -- thatch and tile -- are also produced in Laos and it is
undesirable to discourage their use by subsidizing the price of tin
roofing. In short, we do not believe there is a good case for keeping

these goods in the USIP program.

Alternatives to Restricting USIP

Two proposals for modifying the non-project aid program have
aroused considerable interest: changing the FEOF rats of exchange,
and eliminating USIP., We believe that restricting USIP is preferable

at this time to either of these alternatives.

The total cost of the non-project aid program could be reduced
by lowering the FEOF rate of e#change from 500 to 1, to 550 cor 600
to 1. This would not reduce the inefficiencies of the present system,
Moreover, it would increase rather than restrict the bpportunities

for corruption in the non-project aid program. A change in the FEOF
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rate of exchange would undermine confidence in the kip and threaten
the maintenance of financial stability in Laos by causing speculation
and capital flight to increase. The opposite proposal -- that the
FEOF rate be increased -- has also been advanced as a means for
cushioning the effect on prices of a restriction of the USIP program.
Even if USIP were reduced, as noted, real income in Laos would
probably rise and there would be no need to raise the FEOF rate of
exchange, which would be a costly procedure. In addition, changes

in the free market exchange rate should be avoided to bolster public

confidence in the durability of present arrangements.

We believe that restricting USIP is preferable to abandoning
the program for several reasons. In general, it is prudent to change
the system as little as possible. The present system has not failed,
although it could be improved, The complete elimination of the USTP
program would threaten the maintenance of the official 240 rate of
exchange, which is politically attractive to the RLG. Preserving
this rate for some imports also serves U.S. interests directly by
making it easier to press foreign embassies and international organ-
izations to purchase their kip at the official rate, thereby reducing
the additional foreign exchange requirements of the RLG., Restricting
USIP would also have a smaller impact on the price of goods consumed
in rural areas, whereas even a restricted USIP program would make it

possible to provide investment goods and materials at subsidized

ot
w

prices to stimulate domestic economic activity. Moreover, elimi-
nating USIP would not go muéh further than restricting USIP in
reducing the inefficiency of a dual exchange rate. Thus, inefficiency,
as described earlier, occurs when imports are sold in Laos at prices
below their purchase prices in the world market. Many U.S. goods

brought in through USIP would not be marketable in Laos if imported

*In the long run, an exchange rate subsidy, even for investment
goods, is undesirable because it distorts factor ratios, produces an
uneconomic price structure, and is a vehicle for administrative abuse.
See the discussion in the report of the Small Industries Survey Team,
Chapter 3. )




at the free rate, and their prices are, therefore, nearer world
market prices than are goods brought in from other countries that

would be imported profitably even at the free rate.

Although restricting USIP would save somewhat fewer dellars than
eliminating it, it would better protect the United States' balance
of payments, Elimination of a $5 million USIP program restricted to
U.S. goods might result in savings of some $2-1/2 million, but it .
would increase the balance-of-payments drain by approximately $2-1/4
million. The extra dollar costs should be viewed, in part, as the
price of the favorable balance-of-payments effects, In addition,
restricting USIP would require a smaller increase in the U.5. con-
tribution to FEQF, reducing the appearance of U.S. domination of

this institution, while making more likely the contimnued existence

of the British and Australian import programs.

Although we recommend at this time that USIP be restricted
rather than eliminated, we believée that the ultimate goal should be
the establishment of a unitary exchange rate in Laos. In the long
run, this will help to make the Lao economy more efficient and
eventually release Laos from economic dependence on foreign aid.
However, there is no urgency about establishing a unitary rate of
exchange until domestic economic activity has become more vigorous,
A gradual approach to a unitary rate of exchange would also moderate
the adverse consequences to particular groups who benefit from the
present system. In the interim, USIP commodity codes should be
serutinized annually to determine if further restriction is
desirable and every attempt should be made to hold the dollar size
of the USIP program near .its present level, In determining which
commodities to finance through USTP, first consideration should be
given to those that subsidize investment rather than consumption,
whereas commodities that are extensively re-exported should be cut

back.

Side Effects of Restricting USIP

One consequence of restricting USIP may be that this program




will no longer generate sufficient -counterpart funds to meet U.S,
needs for local currency expenditures associated with project aid,
This difficulty can be overcome by purchasing the needed kip from
the Bangue Nationale de Laos. If this is done, the United States
should insist that the dollars used be turned over by the Banque
Nationale to FEOF as a contribution of the RLG. This would ensure
their efficient use in supporting the kip, and would help avoid the
appearance of U.3. domination of FEOF. This latter danger is not
sufficiently important toc offset the advantages to be gained from
restricting USIP. A larger U.5. contribution teo FEOF will not in-
volve greater U,S. control so long as the management of FEQF remains
in the hands of an IMF Managing Director and a management committee

made up of the donor nations.

THE U.S. INVISIBLES PROGRAM AND THE RLG CURRENCY REGULATIONS

As part of its program of non-project aid, the United States
finances certain Lao invisible transactions. In 1964 this program
amounted to $3.5 million out of total recorded invisible transactions
of around $6 mﬁllion. For analytic purposes, the items financed can
be divided into two kinds: (1) Direct foreign exchange payments by
the RLG (expenditures of RLG embassies, salaries and per diem paid to
diplomats and cother RLG employees stationed or traveling abroad, con-
tract air services); and (2) foreign exchange sales by the Banque
Nationale de Laos to Lao individuals and corporations for purposes

eligible for the official rate of 240:1,

The latter category includes: (a) a daily allotment allowed RLG
employees and military personnel on temporary missions abroad over
and above the per diem they are paid by the RLG; (b) an "installation"
allowance for diplomats and their dependents stationed abroad, and
for govermment employees, military personnel, and private students

abroad for training and education (this allowance is additional to

AThe information on which this_section is based comes from an
excellent USAID study of this subject prepared by Clark Joel.




stipends or other support); (¢) a monthly allotment for students in
school abroad; {d) actual expenses incurred for medical treatment
abroad, plus a daily allotment while abroad for medical reasons;

(3) payments for internatiomal airlines tickets, international tele-
grams , orthopedic appliances, vaccines and serums; (f) bank commissions;

and (g) airplane rentals.

The RLG regulations governing the category are overly liberal.
This results in excess expenditures at some avoidable cost to the
United States. But the regulations are disadvantageous to both the
United States and Laos for more fundamental reasons. By allowing
foreign exchange sales at what is in fact a subsidized rate, they
stimulate misallocation of the dollars available, and provide in-

centives for undesirable activities and corruption.

Dollars purchased for kip at 240:1 through the BNL can be legally
exchanged back into kip at 500:1 at any commercial bank in Laés; Thus
any opportunity to buy more dollars than actually needed can be turned
to profit throﬁgh arbitrége between the two exchange rafes. The
exchange regulations are so liberal that almost every trip or sojourn
abroad offers such an opportunity. As a result, much undesirable
foreign travel is generated while better uses for the dollars gol
unfulfilled, Worse yet, fictitious trips are récorded by officials
in charge of travel rosters who then collect the profit om the corre-
sponding foreign exchange allotment. At present, the United States
commitment to‘;rovide foreign exchange for the agreed list of eligible
transactions is open-ended., Thus, there is no incentive for the RLG
to husband the resources involved. The amount of excess foreign
exchange demanded ‘as a result of this.liberality is not large, but

savings of perhaps as much as $1 million could be made.

We recommend that USAID and the RLG work Eogether téwafd the
eventual elimination of access to foreign exchange at 240:1 for
individuals and corporations. Foreign exchange for direct RLG
expenditures should continue to be provided at 240:1 in order to

maintain the semblance of an "official' rate of exchange, desirable




for reasons explained earlier, The principal items recommended for

elimination or restriction are discussed below.

Qfficial Missions

Persons traveling abroad on official business are péid a per
diem of about $1&4. If traveling in the United States they are
entitled to purchase personally an additional $35 per day at 240:L.
The allotment varies from $18 to 330 for other countries. If, for
example, they use $17 per day to repurchase kip at 500:1 they will
recover their entire kip outlay and still have $32 per day financed
by the United States. This is in excess of their needs and permits
them to make a significant profit on the trip -- the longer the stay,
the greater the profit, This induces officers and civil servants to
look for travel opportunities as an offset to their inadequate pay
in Laos. BSuperiors even reward subordinates by sending them abroad.
As a result, many of the official missions are of minor value, if
any, to Laos; whereas the services of competent men are urgently
needed at home. Thus the invisibles reimbursemept is part of a
perverse incentive system of high rewards for foreign junkets and
underpayment for service at home, which should be corrected. An
adequate but minimal per diem should be paid employees on official

missions. No private purchase of kip at 240:1 is required,

Military Officers and Government Emplovees in Training Abroad

Expenses for training abroad are a similar problem. A direct
payment is made out of USAID or MAP funds, but the individuals in-
volved also have access to varying amounts of foreign exchange at
250:1; in some cases, even at 80:1. The total provision is excessive,
also making foreign training too profitable and providing an in-
centive to go and remain abroad. Again the system should be reviewed
by making an adequate provision in the form of direct support for
necessary expenditures abroad, and eliminating the right to purchase

.foreign exchange at privileged rates,




Travel for Medical Treatment

Persons going abroad for medical treatment are entitled to
purchase foreign exchange at 240:1 to cover their actual expenses for
transportation and treatment, plus $35 per day. Thus a stay in a
Bangkok sanitorium at, say, $15 per day would earn the patient a net
profit of 5,500 kip per day over and above the sanatorium bill and
transportation. (He could purchase $50 at 240:1 for 12,000 kip, but
would be left with $35 that could be converted back at 500:1 into
17 ,500 kip.) Many patients return with tape recorders as well as
improved health. Revisioq of the regulaticons could eliminate the
profit opportunity by restricting foreign exchange purchases to actual
outlays, The question remains, however, of the desirability of sub-
sidizing medical treatment abroad. This is a subsidy received only
by the wealthiest, many of whom could afford to pay for treatment at
500:1, Furthermore, funds spent for treatment abroad do nothing to
finance the development of better medical facilities in Laos, and the
money now spent to subsidize medical travel could be used for improving

medical services in Laos.

Private Students

There are now about 300 Lao students enrolled abroad without
scholarships. Under present regulations they are entitled to purchase
foreign exchange at 240:1 for "installation" expenses ($400 in the
United States, $240 elsewhere) and fd} support ($200 per month in the
United States, $120 elsewhere). ¥Funds for support may be purchased
over an indefinite period and are available to all students, even
five-year olds. O0f the 300 students, about 200 are in France; their
expenditures are not reimbursed under the U,S. Invisibles Program,
but by the RLG out of its other foreign exchange earnings. The present
system subsidizes education abroad, which ne doubt is desirable, but
does so inefficiently and in a way that leads to abuse. For example,
some of the “"students" on Taiwan are able to live on their earnings
from arbitrage between the two exchange rates; "studying' is a way of

life, and there is no indication that they will ever return to Laos,




Clearly, funds spent to subsidize primary school students abroad
beyond a reasonable period could be put to other and better uses,
Even in the remaining cases, this form of subsidization is inef-
ficient, because it accrues to those most able to afford study abroad,
rather than to those with the best educational potential. A more
rational system would require those paying their own way to purchase
foreign exchange at 500:1, with the dollars saved going to partial

or complete scholarships for promising students who lack personal
means. Providing the subsidy through scholarships would permit the
United States and the RLG to influence the subjects studied and the
place of study, to maximize the return to Laos on funds so spent.
Acceptance of a scholarship should also obligate the student to
return to Laos when his studies are completed. A gradual shift,
designed to minimize hardships for students already abroad, should be
made from the present system to one using scholarships instead of the
exchange rate as the means of subsidy. For students reimbursed
through the U.S, Invisibles Program, this can be accomplished through
RL.G-U.S. agreement, For students in France, the attitude of the
French would have to be canvassed and new arrangements, if any, made

accordingly.

Miscellaneous -Expenditures

There is no valid reason for either the United States of the RLG
to subsidize expenditures for airline tickéts, telegrams , orthopedic
devices, bank commissions, insurance. Foreign exchange for these pur-
poses should be purchased at the free market rate. Eliminating foreign
exchange purchases at 240:1 for airplane rentals would probably require
a subsidy to Royal Air Laos from the RLG budget., If such subsidization
is deemed desirable, it would be preferable to make it openly rather
than through the exchange rate. Hiding subsidies in this fashion is
bad budgetary practice, because it conceals real costs in terms of

other possible budgetary expenditures forgone.

If all the above changes were adopted, U.S. reimbursements for

invisibles would probably be reduced by $1.5 to $2 million, but the
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demand for foreign exchange from FEOF would rise by perhaps $0.5 to
$§1.0 million. The difference, about $1 million, could be used to
provide scholarships abroad and so on. The changes would also
eliminate much of the inceptive for the Lao elite to spend so much
time abroad.

To make rational use of foreign exchange for invisible expendi-
tures, the United States and the RLG should jointly study existing
regulations and expenditure patterns. This should lead both to
revisions in present regulations and the annual preparation of a
foreign exchange budget, which would take a;count not only of U.S.
reimbursements but RLG earnings from other sources and provide a
comprehensive picture of all invisible expenditures. The United
States'’ contribution would thus be based on a broad perspective and
.S, leverage could be used to promote the rationalization-of all
expenditures., ILn this connection, the United States and the RLG
would no doubt also wish to review means to increase compliance with
RLG currency regulations by other foreign embassies and international

organizations in Laos.*’ At present, contrary to regulations, several
embassies (Communist China, Indonesia, South Vietnam, Thailand, and

Cambodia) and international organizations (CIC, FAQO, UNESCO, and WHO)
apparently finance their operations entirely at the free market rate,

as they make virtually no purchases of kip through the BNL.

CHANGING EXPORT REGULATIONS

Increased Lao exports would reduce the amount of non-project aid
needed to maintain financial stability in Laos. As the principzl
donor, the United States would bemefit from Lao policies that facili-
tate exports. Present regulations, however, discourage exports by
requiring that 60 per cent of export earnings be remitted to the
Banque Nationale at the official rate of exchange. In effect, this
regulation establishes a rate of exchange for exports of 344 kip to

the dollar, The effective rate of exchange on the import side of

“The U.S. Mission should itself refrain from similar practices.
See the remarks on rental payments in Chapter 3.




USIP is restricted to U.S§, imports will be very close to the free
rate of 500 kip per dollar, The disparity between the export and
import rates of exchange makes the continuance of the present

regulation uneconomical,

If exporters convert all their foreign exchange earnings into
kip through the free market, FEOF resources will be augmented, even
though BNL foreign exchange receipts will be reduced. There is a
danger that exporters would hold their foreign exchange earnings
abroad if they were not required to remit 60 per cent of these
earnings to the BNL. However, if there is to be any hope of stimu-
lating Lao expert production and increasing commercial foreign
exchange earnings, the present conversion requirement must be
lowereq. We recommend that USATD begin discussions with the RLG
to this end.




Chapter 9

TAQOS AND THIRD COUNTRIES

U, S. OBJECTIVES

Economic and Political Burden Sharing

Under many circumstances third country contributions to an as-
sistance program will reduce the burden shouldered by the United States,
economically and politically. This need not always be -the case, how-
ever. If, for example, the aid program of a third country is meant
to bolster policies markedly divergent from those encouraged by the
United States, the economic benefits might be negated by the adverse
political effects. In such instances, the United States might evenrbe
compelled to engage in heavier economic support pfograms in order to
neutralize the effect of the other country's aid. It is clear that
third country contributions should not be judged in purely economic
and budgetary terms, but rather by their total impact, including both

economic and political effects.

In the case of Laos, the economic aspects of third countrf aid
contributions are overshadowed by political factors, in part because
the amounts involved in economic {as distinguished from military)
assistance to Laos are relatively modest, and in part because our
objectives in that country are heavily security-oriented. The degree
to which third country aid may lighten the political burden carried ~
by the United States is not as easily or as accurately measured as its
economic effect. On the whole, however, such contributions on the part
of our allies and of friendly neutral nations are desirable from the

U.5. point of view.

The impact of third country aid on public opinion. Foreign con~

tributions influence public opinion in Lacs itself, in the outside
world, and even in the United States. Third country contributions to
the development and security of Laos clearly bolster the latter's con-
fidence, and decrease the undesirable psychclogical effect that too

heavy and exclusive a reliance on U. §. support might have. At the
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same time, international assistance to the U.S.-supported RLG
strengthens the image of a legitimate government engaged in a struggle
against foreign aggressors, and promotes the necessary climate abroad
for continued international recognition of the RLG and support of its
actions. TFinally, no U.S5. policy can be successfully implemented in
the long run if it does not have the support of U.S. public opinion
and of Congress. Participation of other nations in assistance to Laos
can be an important factor in securing continued support for our own

programs.

Creating a third-country involvement in Laos. It is in the U.S.

interest to create a third country stake in Laos and where such stake
already exists to enlarge it and increase public understanding of it.
The economic involvement of third countries in Laosg, whether through
aid projects or thfough normal commercial channels, creates a politi-
cal stake. It requires closer ties and contacts between Laos and
third nations, which in turn will ordinarily have a beneficial effect
on the level of mutual understanding ‘and community of interest. For’
example, it is well known that a diplomatic represenfétive is in ﬁany
cases more sympathetic to the needs of the nation he is accredited to
than is his home government because of his increased understanding of
the local situation. This is particularly true in Laos, which must
enroll foreign support by overcoming the stereotyped notion of a comic
:opera nation, one about which foreign news coverage is extraordinarily
scanty and distorted. It is also desirable to maintain diversity of
foreign involvement in the cultural and economic affairs of Laos in
order to give that country the confidence of being part of a larger
community of nations concerned with its welfare and possessing the
strength to protect it against the powers that threaten its indepen~

dence and survival.

Third country aid may, however, have negative side effects, for
it can divert the energies of ‘the Lao government and its personnel from
more important work and provide the donor nation with increased lever-

age in Laos -~ an effect that may not always be beneficial to U.S.




policies in that country. These considerations assume heighfened
importance in the case of aid from nations whose cbjectives in Laos
differ considerably from those of the United States, as is the case
with France and the $Soviet Union. If, for example, these countriesg
should decide to subscribe £0 building the Nam Ngum Dam, their con-
tribution would be ecomomically desirable. It would also have politi-
cally beneficial -effects since such international aid would: tend to
legitimize U.S. support for Laos and give it the sanction of nations
whose policies in Southeast Asia are in many ways antagonistic to
those of the United States. But, a share in the support of such a
major project as Nam Ngum would allow these.countries to wield sub-
stantially increased leverage in Laos. It would therefore be desirable
to maximize the beneficial effect of such foreign aid while establish-
ing safeguards against the temptation on the part of these doner
nations to apply their increased leverage in ways preju&icial to the
United States. To meet this problem, the Uhited States should be
ready, if and when the need arises, to replace the foreign aid offered
by other nations. 8o long as the United States maintains such readi-
ness and shows its determination to exercise this option if required,
it need not be unduly concerned about any increased leverage gained

byna foreign nation.

Long-term Viability and Regional Security

Economic viability, political unification, and military security
remain the national goals of the country, but even modest advances
_toward these objectives will require some degree of cooperation on the
part of nations in Laos' periphery, as well as a willingness on the

part of Laos to recognize the fact of regional interdependence.

Laos is too small to be economically efficient. . Greater integ-
ration with its more developed neighbors would be a step toward
economic viability. The scope for greater integration extends'beyond
purely commercial transactions. Regional cooperation would allow Laos
to benefit from more advanced cultural and technological facil@ties

and innovations, and help to narrow the technological gap which now




separates Laos from even- its closest neighbors. Finally, closer in-
tegration of Laos into its environment would tend to modify the present
view of Laos as a tiny, exotic, and intrinsically worthless country
(and Southeast Asia as a collection of similar countries), in favor

of a view on Laos as an integral part of an economically, politically,
and strategically important region. Although such a viewpoint is also
needed in the United States, it is particularly desirable in the third
countries that are potential contributors to assistance programs in

Laos.

Full regional integration in Southeast Asia is a distant geoal;
progress toward it raises many complex issues. But there are oppor-
tunities even now for knitting closer ties between Laos and other
countries basically in accord with U.S. and RLG objectives in Asia.
The outstanding case is Thailand. In a broader Asian context, and in

a longer run, Lac-Japanese relations assume special importance.

THATLAND

Laos and Thailand share not only common ethnic, linguistic, and
cultural origins, but also a history punctuated by invasions, mutual
conflict, and war. The two peoples are linked together by many his-
torical ties, but are separated by complex reactions to their past.
In contrast to traditionally independent Thailand, Lacs has only
recently emerged from beneath a colonial regime that conscicusly
sought to turn the Laotian people away from their Thai neighbors.
French language and civilization was ‘used during the past decades to
create an artificial barrier between the two countries that.had not

existed before.

Today the characteristic feature cf the relationship between the
twe countries might be termed its asymmetry. Viewed from Bangkok,
Laos is a minor and poor relative, an underdeveloped region on the
fringes of the Thai world with little to offer materially, culturally,
or intellectually. It is only when foreign pressures in Laos threaten
Thai security that Laos becomes a major concern for Thailand. The

rest of the time Laos does not loom large on the Thai horizon. Laos,




on the other hand, sees Thailand as dwarfing it in population, area,
material and cultural achievements. This gap has been further accen-
tuated in recent years: whereas Thailand has enjoyed peace and has
been progressing smoothly toward greater and greater prosperity, Laos
suffered the devastation of civil war and foreign invasion and has.

been able to avert total collapse only through outside aid.

It is not surprising that the Lao view Thailand and the Thai
people with mixed feelings. Aware of their weaknéss, and remembering
Thai occupation of Lao border provinces during World War II, many Lao
leaders fear that too close a relationship between the two countries
will result in Thai domination. ZLiving on the frontier of the struggle
against communist aggrassion, they cannot help but feel that their
sacrifices go unappreciated by their Thai neighbors for whom Laos"
serves as a protective shield. Yet at the same time, it is clear to
most responsible men in Laos today that their people can benefit

greatly from closer relations with Thailand.

Economic and Political Burden Sharing

The port of Bangkok is also the pateway to Laos: all goods from
outside Thailand destined for Laos pass from Bangkok through Thai
territory, and the few items Laos can send abroad leave by the same
route. Thailand is also one of the major beneficiaries from the U.S.
assistance program to Laos as its proximity makes it a major source
of supply. In many other ways, Thailand gains economically from the
U.S. involvement in Laos. ‘Thailand is in a position to aid the de-
velopment of Laos and facilitate efforts by the United States to

reduce the cost of its assistance to Laos.

Admittedly, the indispensable role that Thailand plays with re-
gard to supply lines for Laos places her in a strong bargaining position
insofar as economic concessions to Laos are concerned. However, Laos
is not entirely without assets in dealing with its neighbor, at least
so long as the United States remains a third party interested in the
welfare of both nations. Laos has something to offer.Thailand. As

pointed out elsewhere, the equalization of Lao and Thai tariffs could




benefit Thailand in many ways and the Lao market could come to play

a significant role in the development of Northeast Thailand. Even so,
we should perhaps mot be too hopeful about the immediate possibilities
of wresting economic concessions from Thailand for the sake of reducing
the cost of U.S5. assistance to Laos. We must first succeed in con-
vincing Thailand more fully of the vital interest it has in a viable

Laos and of the need for making contributions to that goal.

There are opportunities to reduce the U.S. burden by ratiomalizing
the allocation of aid. To be effective such rationalization need not
require any sacrifice on the part of Thailand or Laos. At present, and
probably for a long time to come, U.S. assistance will continue to go
to both Thailand and Laos. 1If the two countries are viewed as an
entity rather than as separate recipients, a more rational allocation
of aid could be achieved between them. TFor example, the freight rates
now being charged by Thailand for the transport of aid commodities to
Laos are uneconomically high. They substantially raise the cost of
U.S. aid to Laos and discourage development of Lao exports. If these
rates were reduced to an equitable level the loss to Thailand could,
if necessary, be compensated for by am increase of U.S. aid to that
country. Under such an arrangement, aid to both Laos and Thailand would
benefit without any increase in cost to the United States. Similarly,
the present allocation of resources for various types of training in
Laos couid probably be modified to make more use of those of Thailand's
fairly well developed facilities in fields where Laos lags comsiderably

behind.

Even where Thai civilian and military training and other facilities
are fully utilized, it may be more economical to expand them than to
build new facilities in Laos or introduce Thai personnel into Laos.
There may be limits imposed upon such a polity by political considera-
tions. To spur the development of Laos and to increase their con-
fidence, the United States would not wish to create excessive reliance .
on Thai resources. In a few select cases it may be desirable to create
some facilities in Laos (a medical school adapted to the needs of Laos
and Northeast Thailand for example) that could be used jointly by
Thailand to create at least the appearance of a more balanced relation-

ship.




Although Thailand's economic interest in Laos is only marginal
at the present time, political-strategic considerations favor Thai
contributions to the development of Laos. A lukewarm Thai attitude
toward support of Laos could be interpreted internationally ds a
downgrading of Laos' strategic significance. Clearly there are-politi-
cal incentives for any Thai government concerned about the threat from
the north, and relying on U.5, protection, to contribute in some measure
to the viability of Laos. These contributions are not likely to be
offered in Ehe form of substantial economic burden sharing, since
Thailand, despite all the progress it has made, remazins a comparatively

small country with demanding development problems of its own.

Apart from the possibility of Thai purchases of electric power
from the projected Nam Ngum Dam, Thai contributions in the future are
lTikely to be mainly of two kinds: the handing down of low-grade tech-
nical skills much needed in Lacs, and technical assistance in fighting
the war in Laos without involving Thailand in heavy expenditures. Such
contributions are already forthcoming to some extent. In view of U.S.
leverage and the growing seriousness with which the Thai government
views the situation surrounding Vietnam and Laos, the United States
should be in a good position to obtain fuétﬁer Thai contributions with
regard te the use of training and logistic facilities as well as in

terms of more direct military contributions.

Regional Cooperation and Long-term Viability

It seems inadvisable to pPress too rapidly for implementation of
a regional arrangement between Thailand and Laos. It is preferable at
this stage to shun overly ambitious schemes that would be realized
only on paper and seek practical opportunities for increased cooperation
between the two countries. Areas for even greater cooperation between
Thailand and Laos will continue to open up as time goes by, but even

today a number of important opportunities suggest themselves.

The use of Thai educational facilities for rthe training and re-
training of Lao citizens is already an accepted principle in USAID

training programs. A particularly important opportunity relates to




the training of government officials. Successful programs of this
type are now under way in Thailand with U.S. assistance. Laos, even
more than Thailand, is in need of such training courses if it is to
achieve an adequate level of govermment effectiveness. Both govern-
ments have indicated their willingness to cooperate in this and in
related fields. This may be taken as one of an increasing number of
indications that the obstacles in the path of Thai-Lao cooperation
are steadily losing in significance under the impact of the common
danger and the U.S.-induced inktensification of relations between the

two neighbors.

Both governments are eager to establish better control over their
borders. Especially significant could be a fuller development of the
incipient cooperation between the two countries' customs services, the
police, and other local authorities along the common border, which
serves as an access route for subversive elements, smugglers, and
criminals. In this connection, some attention might be given to a
study of the present inadequate legal arrangements regarding extradition
of criminals and fugitives from justice as well as of commodities il-

legally exported or introduced into the other country.

Even along purely economic lines the present asymmetry of rela-
tions.does not completely eliminate opportunities for expanding co-
operation between Laos and Thailand. Thus, a gradual equalization of
tariffs between rthe two countries, as suggested in Chapter 3 of this
study, would have several beneficial consequences. On the other hand,
reciprocal lowering or elimination of tariffs on selected goods could
gradually lead to the creation of a single, broader, and more efficient
‘market. Joint development plans could gradually prepare the ground for
a greater degree of economic integration. An advance toward this goal
would in turn facilitate the political cooperation desired by the United

States and create conditions for regional arrangements.

JAPAN

For many years now, the Japanese government has been treading

softly in Southeast Asia, sending high-level goodwill missions and
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cultural envoys to erase the hatred sown during the war and to pave
the way for normal relations. This patient effo}t has generally paid
off. 1In recent years, Japanese business has begun to assert itself
throughout the area and Japanese commercial ventures sprout almost
everywhere. Southeast Asia is now almost as important a market for

Japan as the United States.

Laos has played a minor role in this increased Japanese economic
involvement in Southeast Asia because of the small size of its market
and its economic and political imstability. The introduction of USIP
curtailed Japanese commercial opportunities in Laos and resulted in a
sharp drop in Japanese exports to Laos. The present commercial stake
of Japan in Laos is therefore very small and unlikely to grow unless
Japan benefits from changes in U.S. aid policies or can be convinced
to make substantial contributions to the development of Laos for other

reasons than economic.

Japanese sensitivity to military involvement in Asia, born of the
experiences of World War II, is decreasing, but it is still sufficiently
strong to limit the freedom of action of the ruling conservatives in
Japan. Any identification with the U.S. or allied military effort in
Southeast Asia could generate the most serious domestic political
pressures against, and even within, the government. Japanese economic
aid in Southeast Asia will therefore be tied very closely to prospects
for a broadening of the Japanese market there and will avoid any pro-
gram.oxr project that could identify Japan with the U.S. military effort.
Moreover, under its present legal and administrative arrangements Japan
is unable to provide grant aid except for minor technical .projects and,

in exceptional circumstances, projects related to wartime reparations.

An extension of the Japanese aid program in Laos is also rendered
unlikely in the near future by the recently increased Japanese commit-
ment to Southeast Asian development programs and other new Japanese
responsibilities in Asia. Japan has recently extended a $50,000,000

long-term loan to Taiwan; has committed several hundred million




dollars worth of reparations and loans to Korea; anﬁ has pledged
$200,000,000 to the Southeast Asian Development Bank. As a result,
the Japanese Ministry of Finance feels that Japan is over-committed,
at least so long as the present economic recession prevails. There is
also fear that the difficult U.S. position in Vietnam may lead to in-
creasing pressure on Japan to make additional financial contributions
directly or indirectly related to support of U.S. policies -- support
that Japan, for domestic political reasons, is reluctant to give.
Thus, Japan is not likely at present to make a significant expansion
of its modest aid to Laocg on its own imitiative. Nor would it respond
favorably to a direct U.S8. request to do sc. However, should the
United States want to encourage Japan to increase its contribution in
the longer run, Japan might be receptive to several arguments and

actions.

For one thing, Japan realizes that it stands to benefit sub-
stantially from the expansion cf U.S.-sponsored economic development
programs in Southeast Asia. The United States could point out to Japan
that access to these benefits would warrant more cooperation with the
United States in the economic and political development of Southeast
Asia, including Laos. The modification of the USIP program, already
instituted by AID and discussed in Chapter 8, will appreciably increase
the Lao market for Japanese exports. The United States should continue
to impress this fact upon Japan, and seek continued or increased

Japanese support for FEOF in return.

The United States may be able to shape its development programs
in Laos in such a way as to make it interesting for Japanese companies
now operating in Thailand (such as construction and trading companies)
to extend their operations northward into Laos. Any increase in the
Japanese economic stake in Laos would also add to their willingness
to defend and further develop that stake. It would be sound to welcome
Japanese aid projects in Laos even when they do mot command the highest
priority in our view, so long as they do not run counter to.U.S.

objectives or entail heawvy U.S. expenditures,
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Japan's contribution to FEOF, $500,000 in 1965, is modest and is
offered on terms less attractive to Laos than those on which the U.S.
contribution is given. However, in view of the known Japanese diffi-
culties in contributing on any other terms and in substantially in-
creased amounts, it would not seem desirable to press too hard for
concessions that we might fail to obtain and that might also prejudice
potentially more important Japanese aid contributions. The present
arrangements for Japanese participation in FEQF are tolerable and its
presence in this body is highly desirable. The United States might
therefore hint at the need-for somewhat enlarged contributions, but
not insist on them, coming back to this issue at a more opportune
time. Meanwhile, however, the Japanese are building up local currency
{kip) balances, and the United States should urge their use by the

Japanese for projects deemed desirable.

Japan could play a larger role in providing technical aid to
underdeveloped Laos. Existing Japanese legal arrangements facilitate
this kind of aid, and it would also be desirable as a means of in-
creasing the Japanese economic stake in Laos through the introduction
of Japanese technology and p;rhaps Japaﬁese contractors. Particularly
promising in this respect are agricultural aid projects {including
experimental farms; irrigation; plant improvement; and vegetable,
fruit, and possibiy silk production). Japan has special skills in
this field - and its government has expressed its readiness to mobilize
these resources for the benefit of Asia, as reflected in the recent
Japanese proposals for the establishment of an Agricultural Development
Fund for Southeast Asia and the creation of an Asian Agricultural
Technical Institute. Japan could also assist with medical and health
services and with a whole range. of other technical development projects:
A ugeful role could be played by the recently established Japanese
counterpart of the Peace Corps, the Overseas Cooperation Volunteer
Corps. Laos has been assigned a high priority by the Corps and is
scheduled to be among the first recipients of its services, before
the end of 1965. The desire on the part of the Japanese Embassy to
assign such volunteers to the Vientiane area and primarily to agri-

cultural and technical projects deserves U.S5. support.




Another field in which Japan has a strong stake and can point to
considerable accomplishments is that of telecommunications. The pro-
vision of radio equipment by Japan to Laos.! school system has suffered
from the inefficiency of the laotian govermment's administrative pro-

cedures but continues to hold out promise, and deserves U.S. backing.

In launching into extensive programs for roadbuilding in Thailand
and Laos, the United States might alsé consider arrangements for
Japanese participation. Japanese construction and construction ma-
chinery companies have far-flung interests in Southeast Asia and
wield substantial political influence in Tokyc. The recent establish-
ment of an Asian Highway Committee in Japan is another indication of
Japanese interest in this field. Together with Thailand, Japan would
also be well placed to help Laos with the establishment and operation

of small industry.

Finally, an active Japanese role in the implementation of capital
projects in Laos or having relevance to Laos is highly desirable for
political reasons. Japan undertook the original feasibility study of
the Nam Ngum Dam which has now been approved by the U.S. government
in connection with the $1 billion development scheme for Southeast
Asia, and is being subscribed to by other countries. This is an im-
portant test case; for having taken the lead in this matter, Japan's
prestige is committed. It would harm the cause of U.S.-Japanese
cooperation in Southeast Asia if Japan should take the role of a
silent partner who benefits from the venture economically but Fails
to contribute and thereby build a political stake in this major inter-

national project.

THE FRENCH PRESENCE IN LAOS

For a number of reasons, the French relationship to Laos is of
particular concern to U.S. policy. France's role in Laos continues
to be important. More than 200 French teachers (a larger number even
than in pre-independence days) serve in the country’s post-elementary
schools.. French advisers sit in the Prime Minister's office, the

Ministries of the National Economy, Finance, Justice, Public Health,




Public Works, Education, Telecommunications, and many other RLG agen-
cies. 1In accordance with the Gemeva Accords a French military missicon
has the monopoly of training the Lao armed forces. French citizens
continue to enjoy certain legal privileges carried over from the earlier

days. e

French preponderance is gradually being reduced by the course of
events. Improving relations with Thailand increase that country's
cultural and economic influence, thereby reducing Laos' reliance on
France. The overwhelming role now played by the United States and
its personnel in keeping the country wviable tends to lead Laos away-
from France. More important, so does grench policy in Southeast Asia,
which is often in open conflict with the Laotian govermment's con-
ception of the national interest. To emphasize its disapproval of
recent Lao policies, France has ended its program of aiding capital

projects.

Yet, France's influence over the emotions and thoughts of the
Laotian elite remains a factor to be reckoned with. It must also be
recognized that France shows no sign of voluntarily relinquishing its
influence. Thus, despite admitting an acute shortage of French
teachers, the French government has been reluctant to let its naticnals
be supplemented by Americans even in the teaching of Erglish and has
granted some French teachers exemption from the military draft in
exchange for their readiness to teach in Lao schools. The level of
French expenditures for cultural purposes remains high and has actually

grown in recent years, reportedly passing the $2 million level in 1965.

U.S. policy should be aimed at gradually decreasing Lao dependence
on French contributions in the sensitive areas of government or in fields
where the French presence could be an instrument for obstructing U. S.
policies. The U.S. aid program should work toward developing Lao in-
dependence in a non-provocative fashion. What this means in terms of
actual pelitical and educational programs has been discussed in Chapters
3 and 6. There it is also argued that such an approach is politically
feasible and need not lead to a clash with France unless the French

leadership has decided to provoke a conflict in any case.




French economic contributions remain desirable so long as they '
do not ﬁrovide the French government with undue political leverage
that could be applied against {1.S. intefest. Accordingly, the desire
to obtain French economic, contributions should not be the dominant

criterion in weighing the worth.of French participation in economic

assistance programs to laos,

An examination of the present French aid program to Laos indicates
that four of its components are now posing or may in the future pose a

policy problem for the United States:

4

l. France has decided to abandon indefinitely the construction
of the Nam Cadinh bridges. This problem is. already being solved by

the U.S. readiness to complete this project,

2, France continues to participate in the FEOF stabilization
fund as the next largest contributor after the United—StateS, con-
tributing about $1.3 million in 1965, although under conditions that
vitiate much of the contribution's value, For domestic and inter-
national reasons it seems desirable to continue the present arrangement.
Should France decide to pull out entirely, the United States should be -

ready to substitute .deollars or raise its contribution elsewhere.

3, A difficult problem ma} arise at least temporarily should the
de Gaulle government take the dramatic step of suddenly withdrawing
its teaching staff from all Laos educational institutions. Although
this is not very likely, a sudden French withdrawal of teaching per-
sonnel cannot be entirely ruled out in light of such Brusque actions
of the,French éovernment as occurred some years ago in Guinea. In
such an even&uality, the United States would obviously be hard put to
£il1l the gap on short notice without temporary disruption of the sys-
tem. However, as time goes by and Lao teachers become available, this
problem shquld become less serious, Ewven if such a contingencf should
occur in the very near future, it should prove possible to replécé at
least scme of the French persommel with linguistically qualifigé u.s.
instructors and to fill the remaining posts with bilingual or Eféﬁchu
speaking personnel to be obtained through the United Nations oé from !
Canada, Switzerland, and Belgium ~- or for that matter by diredt hire

among the French.

-
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4. A French decision to withdraw all advisers to the RLG seems
unlikely. Should it occur, it would tend to be damaging to French
interests since it would create a demand for the introduction of U.S.
personnel or of third-country specialists capable of cooperating with
the United States. Nevertheless, the United States should prepare

now for the time such a need might arise.

OTHER- CONTRIBUTOR COUNTRIES, INTERNATIONAL ORGANIZATIONS, AND
PROSPECTIVE DONORS

Commodity Tmport Programs

The recent modifications of USIP do not affect the value to the
United States of the United Kingdom and Austraiian Commodity Iﬁport
Programs. Although small in monetary terms, these programs tangibly
demonstrate the commitment of other nations to the U.S. program of
support for Laos. Further, since they are operated along lines very
similar to USIP they help to make that program more accep£§ble, mini-
mize the appearance of a U.S5. monopoly of concern wiFh Laos, and
facilitate Congressional support for USIP. A cancellation of these
two programs, eveﬁ if balancéd by donations of other types, would be
undesirable from the U.S. point of view for the reasons stated. At
present, the chances of enlisting the aid of other donors for similarly
conceived programs do not look very hopeful. However, a search for

such prospects should not be abandoned.

Foreign Exchange Operations Fund

The United States and France, the United Kingdom, Australia, and,
.as of this year, Japan participate in this stabilization fund by con-
tributing varying amounts to its operations. Elsewhere (see Chapter
8) it is argued that it is desirable and may actually be inevitable
to raise total subscriptions to FEOF substantially in the coming years.
In this connection, it should be kept in mind that the intermational
character of the fund is one of its most desirable characteristics.

Even if no additional foreign subscriptions can be obtained, or if




certain donors should reduce their domatioms, every effort should be
midde to preserve international participation so as to avoid giving the

impression of a U.S. monopoly of support.

The United Kingdom and Australia have in the past proved to be
model participants. There is no reason to believe that the two
Commonwealth allieg of the United States will depart from their pre-
vious policies, although it may well be that the difficult foreign
exchange position of the United Kingdom may force it temporarily to
reduce its contribution. Although Canada might be viewed as a poten~
tial new donor, it does not appear that Canadian aid policies would
allow that country's participation and it may be more effective to
apply Canada's willingness to make a contribution in Laos to the field

of techmnical assistance and capital projects.

Technical Assistance and Capital Projects

As in the case of FEOF it is in the interest of the United States
to enlist the broadest possible international support and economic
involvement, technical assistance and capital projects, in Laos.

Within the limits posed by considerations of political and military
sensitivity, efforts should be made not only to mazintain the present
level of bilateral and multilateral contributions, but to strengthen
them énd to enlist new donors so as to make the support program for
Laos as much as possible an internatiomal wventure. A number of
European countries may be willing to make additiomal contributions,
notably Germany which is under a reciprocal obligation to give tangible
demonstrations of its solidarity with the United States in resisting
communist pressure. Canada is another possibility. It ma§ also be
possible to increase the contribution of the Philippines which currently
provides only medical services under the Operation Brotherhood program,

entirely underwritten by USAID funds.

The multilateral assistance efforts in Laos, especially those of
the United Nations, have in the past been rather ineffective. 1In
part this has been because of the nature of the organizations involved.

Some of the blame must also be assigned to the quality of the personnel
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dispatched to Laos and to the lack of supervision under which they have
been operating. The unsatisfactory performance of the United Natioms
specialists is also due to the fact that they are provided by their
sponsors with no more than their salaries. In Laos, where even the
most basic tools and facilities are lacking, and where the government
is in no position to provide supplementary funds, the internationally
sponsored specialist operating without the benefit of a support organi-
zation is often condemned to ?neffectiveness unless he can obtain USAID

support,

It may therefore be advisable for USAID to mazke a systematic
study of bilateral and multilateral programs in Laos with a view to
granting support to those that are currently ineffective for the
reasons stated above, but could be upgraded. A first step in that
direction might be an attempt to bring, together the various contribu-
tors working in related fields. An experiment recently carried out
(with RLG assistance) along these lines in the field of support foxr
Lao education suggests that such an attempt could prove helpful to
everyone concerned by suggesting priorities and avoiding duplications.
It would also provide USAID with a better opportunity to coordinate
and give direction to the many assistance efforts. How this could be
done and how U.S. interests could be served i1s now being demomstrated
in a joint planning effort for the development of a United Nations
cluster village near Vientiane. If successful it might point the way
toward reconciling the U.S. desire to give direction to the aid pro-

gram with its hope of giving it international flavor and sanction.
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Chapter 10

IMPROVING U,S. OPERATIONAL EFFECTIVENESS IN TLAOS

INTRODUCTION

The USAID program in Laos should not be considered a standard
aid program either in i%s priority or in its nature. The conflict in
\Laos and that in Vietnam are part of the same struggle against commu-
nist aggression in Southeast Asia. Moreover, the nature of the
struggle in Laos is such that the USAID program plays a particularly
active role in resisting communist pressure. Even a casual glance at
the USAID program in Laos is enough to see that it bears little rela-
tionship to a standard program of promoting economic development. As
a result the-demands placed on the program are highly unusual, even
exotic. In some areas of Laos the USAID program is a counter-
insurgency program, in others it is even an insurgency program.

USAID airplanes and materie% support a major ﬁilitary campalgn against
the Pathet Lao and North Vietnamese in the hills‘of Laos. USAID runs
what in other countries would be considered a major military assist-
ance program, is directly involved in almost every operation of the
RLG and supports the entire Lao economy to a degree perhaps ummatched
anywhere else .,in the world. In short, USAID finds itself doing things
as a matter of course in Laos that would be impossible in most other
countries. )

The priority of the USAID program in Laos, together with its
highly unusual nature, makes inevitable a conflict between the needs
of the program and standard "AID operating procedures, designed for
entirely different kinds of programs in entirely different environ-
ments. It is the respomsibility of both Washington and the Mission to
seek imaginative ways of operating the program in Laos, even if these
are in conflict with standard operational procedures. This has al-
ready been done to a remarkable degree: the flexibility of operating
procedures in Laos is a credit both to the vigor and responsibility of
the USAID Misgion and to thé understanding and receptivity of AID/

Washington. In this chapter, certain issues are pointed up where more
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conscious attention to the special needs of the program might be use-
ful. The chapter does not discuss funding problems, but deals instead

with administrative and organizational issues.

PERSONNEL POLICY

The ecrucial role played by USAID personnel in Laos places a pre-
mivm on good performance. The payoff to good performance is greater
and the costs of poor performance heavier in Lacs than elsewhere.
Accordingly the standard persomnnel problems ~- recruitment, retention,
utilization -- take on accentuated importance for the Laos Mission.
Although able people are important throughout the Mission, in key
positions responsibilities are particularly heavy and the opportuni-
ties for achievement are notably high. For these positions good
people are not just desirable, but "indispensable. When a person is
found who "clicks," there is almeost no limit to what he cén contribute
to the Mission's effectiveness. By déaling through such key perscnnel
the Migsion can retain its flexibility and its ability to give adequate
policy guidance and advice even after the Mission as a whole has grown

large, as now appears inevitable.

Recruitment

AID/Washington should accord special priority to recruiting for

key positions in the Laos Mission. The personnel policies of AID as

a whole require that availability be taken into account in filling
vacancies. Specia% efforts should be made, however, to locate the
best possible candidates, even though this will mean giving less
weight to the placement of unassigned personnel than would standard
AID procedures. In some cases formal availability should be waived
entirely as a criterion, and uniquely qualified officials transferred
from their present fositions to Laos. ]
Attention to quality in Laos does mot mean overemphasis on formal
qualification. The nature of the program in Laos is such that educa-
tional background and time in service are often less reliable indica-

tors of potential performance than elsewhere. AID/Washington must be




more flexible in the matter of job: standard-qualifications in Laos
than in most places, The Ph.D. in rurél sociology may be highly
qualified for work in most AID missions, but his education and analy-
tical abilities may not fit him for the work that is being dome in

" Laos. USAID has a responsibility for informing AID/Washington about
the nature of the jobs that need to be filled and the types of people
it thinks could best fill them. Job standards and qualifications in
Laos must match and reflect the special needs of the program. This
can be domne only through close cooperation between the field and
Washington, and a willingness to be imaginative and pragmatic in meet-
ing this problem.

Greater responsibility should be placed on USAID personnel for

recruitment. The unusual nature of the program makes it difficult

for people not part of it to assess the suitability of particular
candidates. Moreover, Mission persomnel often have personal contacts
that could extend AID recruitment to chanmnels and people that ordinari-
1y would not come to AID's attention but would be particularly-appro-
priate for this program. A man who is good at an unusual job is likely
to know another who would also be good at it. Time and again USAID
personnel remark on somebody '"back home" who would be ideally suited
for the kinds of positions available in Laos. USAID personnel should
be canvassed for suggestions, and when they return to the United States
on home leave or for special miséions, or even after the end of their
tours, they should be requested to spend part of their time in the
United States on recruitment. Trips solely for recruiting purposes
should also be made.

Any such program would have to receive adequate support from AID/
Washington. Failure to follow through on the potential candidates
would damage the program., Naturally, not everybody suggested can be
used, but Washington must keep‘ﬁSAID personnel informed as to the
action it has taken on their suggestions. If USAID personnel are
given adequate and realistic guidance about AID/Washington requirements
and needs, and i1f USAID is selective in the people it appoints to help
in its recruiting respomsibilities, such a program could be an effec-

tive complement to traditional AID recruiting procedures.

—
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Greater use should be made of noncareer employees. Many people

who might be attracted to work in laos, and who might be well quali-
fied for doing so, will not necessarily be interested or appropriate
candidates for career positions in AID. A more ambitious attempt to
enlist such people should be made. Temporary assignments carrying
with them no guarantee of career appointments could be made both in
Washington and the field. Similarly, contract personnel who can be
hired for fixed periocds of time would be appropriate in this regard.
Greater use of noncareer people would make it more feasible to adopt
pragmatic job standards and qualifications and te make more use of
USATD personnel in recruiting as recommended above.

One source of noncareer people that could be tapped more fully
is personnel from other agencies. The State Department, the Depa;t-
ment of Defense; USIA, and the Central Intelligence Agency would all
appear'to be possible sources of personnel with qualifications and
experience appropriate to many jobs in Laos, particularly jobs in-
volving close working relations with the Lao. For techniecal,
financial, and economic help the Treasury Department and the Federal
Reserve Board would also appear te be potentially useful.

To make a noncareer service attractive it may ofiten be necessary
to provide appropriate financial incentives. Part of a career employ-
ee's remuneration lies in his career status. Noncareer employees
should be provided with direct financial benefits to compensate for
their lack of tenure in order to assure that adequately qualified
applicants are attracted to the program.

The Peace Corps and former employees of the AID Mission in Viet-

nam should be thoroughly canvassed for candidates for employment in

the rural programs in Laos. These sources have already proved to be

capable of providing personnel well-suited for work in the rural
programs in Laos, but neither has been fully exploited. A more
effective canvassing of these sources would undoubtedly turn up
additional candidates for consideration.

A pool of prospective employees should be hired prior to actual

assignment on the basis of anticipated future needs. We understand

that this has already begun and recommend that further exploitation




of this device be made. The time lag between the occurrence and fill-
ing of a vacancy, even in urgent cases, is often appallingly long. By
hiring against the expec£ed rate of attrition, both stochastic and
scheduled, and in anticipation of future increases in personnel require-
ments, this time lag can be reduced. Moreover, having a pool of
candidates available in Washington would make it possible to provide
them with language and area training often impossfble to accomplish

when there is an urgent need to get them into the field.

Contractors

Greater use of contracting organizations, in addition to individ-
ual contract employees, should be considered. Contractors have more
flexibility in paying their employees, and they often have an advantage
in recruiting personnel with special skills and qualifications.

One possibility is to broaden the use of existing contract organi-
zations, such as Air America, to undertake functions for which AID
procedures fail to provide adequate personnel or support. For example,
AID qualification requirements might preclude hiring a desirable em-
ployee who could, however, work for a contractor. Ancther possibility
is to extend the list of contractors. Already IVS, Air America, and
Operation Brotherhéod show how useful this device can be. Three
specific possibilities should be carefully considered. As mentioned
above in Chapter 3, the establishment of a Public Administration Divi-
sion within USAID would appear desirable. To augment the work of this
division, consideration should be given to a contract such as that in
Thailand with Public Administration Services (PAS). PAS has shown
there that it has the capability of finding trained and qualified
personnel and that it can mount an effective program of training and
reform in public administration. Although the question of finding
qualified personnel fluent in French is a difficult one, PAS, or
another similar organization, might well be able to meet a need that
cannot be adequately filled through AID channels. To improve and
tighten RLG financial and accounting controls it might be possible to

make use of one of the large international accounting firms. Such




firms have French speaking employees and might be more acceptable to
the RLG as well as more effective than U.S. Government employees.
Finally, further use might be made of foreign organizations under

contract to either the RLG or USAID.

Promotion and Retention

The difficulty and unpredictability of finding people capable of
outstanding performance in Laos and the investment USAID has in people
who reach their greatest effectiveness only late in their tour of duty
places a high premium on keeping those who work out particularly well.
Exceptional measures should be considered to retain such people. AID/
Washington will seldom be able to evaluate the performance of partic-
ular individuals on the basis of the formal documentary evidence avail-
able to it. However, the USAID Director will ordinarily have better
and more extensive knowledge of the unique contribution made by individ-
uals to his operatioﬁs. Since we have been in Laos we have become
familiar with several cases where the Director was unable to keep people
who were making an outstanding contribution and who would have been glad
to stay if promotions had been forthcoming. In an unusual operation
such as USAID, maximum discretion must be permitted the Director in
promoting and retaining those individuals he knows to be making an
essential contribution.

Consideration should be given to temporary promotions and perform-
ance bonuses as a possible means of reconciling needs in Laos with AID
and U.8. Government procedures and regulations. Often employees in
Lacs will be less concerned with their rate of advance in AID than with
securing more adequate financial remuneration while they are there.

The number of people who have left Laos Lo retire from AID is evidence
of this. If tﬁe USAID Director were empoﬁered to give them temporary
promotions for as long as they remained in Laos, or to provide one-time
performance bonuses, some of these people could undoubtedly be kept, to
the benefit of USAID and AID. In particular, the USAID Director should
be empowered to offer some sort of inducements'to-keep people on for

additional tours of duty. Finally, one of the major obstacles to




retaining people in Laos is the inadequate provision for the education
of their children. Providing partial scholarships for study in the

United States or in other countries might be usefully considered.

Washington-Vientiane Exchange

ATD policy in Laos is formulated partly in Washington and partly
in the field. A similar division exists in the execution of AID
policy. As a consequence, Washington and the field are continually
engaged in joint decisions and joint program implementation. Neverthe-
less, there is frequently a divergence between the Washington point of
view and a field point of view that reflects the divergence in the
experience and atmosphere of the two leocales. Vientiane is physically
and atmospherically far removed from Washington. AID officials in
Washington lack the detailed familiarity with the Lao environment of
USAID officials in Lacs. USAID officials in Laos lack the detailed
familiarity with the no less exotic environment of their AID/Washington
colleagues.

The problem of communication between the field and Washington
exists in all aid programs, but is particularly important in Laos be-
cause of the highly unusual character of many USAID operations and
because of the many unique features of the Lao environment., To make
the partnership between AID/Washington and USAID/Vientiane mcre
complete, consideration should be given to the temporary transfer of
officials from one locale to the other. For .example, a Program Qfficer
in Vientiane might exchange jobs with his counterpart in Washington,
say, for a three-month period. Such exchanges would probably be most
effective if those involved were requirgd to assume approximately the
same operational respohsibilities as their counterparts. Some provi-
sion for time spent on general orientation and familiarization should
undoubte@ly be made but the emphasis should be on doing a job, mot on
observation. This recommendation might be usefully implemented in
.conjunction with the above suggestion for more reliance on USAID

personnel in recruitment.
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ADMINTSTRATIVE FLEXIBILITY

Many of the programs carried out by USAID, particularly the
refugee relief program and other security oriented programs, require
unusual flexibility to meet urgent demands. Timeliness is often of
greater importance in making a program work than any other single
factor. Similarly field personnel need adequate flexibility in meet-
ing unusual and unpredictable demands and requirements. Beléw are
suggestions designed to improve the efficiency and flexibility of

USAID operations, especially field operations.

Procuring and Warehousing Against Expected Use

For high demand items procurement and warehousing against expected
use can make a significant contribution to operational efficiency. The
whole question of procurement and warehousing policy deserves analysis --
including the issues of local procurement auvthority, a Southeast Asian
wvarehouse, a Lao waivehouse, and regional warehouses. Going from field
demand, to the regional headquarters, to Vientiane, and back to the
states with requests for commodities is inevitably time-consuming and,
for emergency items, costly. The Mission in Laos now has enough
experience to make calculations of expected use feasible for a wide
range of items. For other items local procurement authority may be.
needed. A more dynamic procurement and supply policy would save money
and sharply reduce delivery times. This issue should be given priority

review by the Mission and by AID/Washington.

Post Auditing

Particularly in field operations the USAID Mission should move

further in the direction of making certain categories of expenditures

permigsible without specific prior approval. Given competent field

personnel for routine and emergency expenditures post auditing should
suffice to ensure that funds are being properly used and prior approval
procedures held to a minimum. The establishment of certain categories

of expenditures, which could be agreed to "on the spot' by field
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Rersonnel, with appropriate quantitative limitations, would give new
flexibility and new timeliness to field operations. This proposal
would be particularly helpful if the general shift towards cheaper,
less elaborate projects recommended in Chaptex 5 is implemented.

Better use should be made of petty cash funds. Almost without

exception, every USAID field employee we encountered felt he could
productively use a larger petty cash fund., The accounting require-
ments For petty cash need not be burdensome to satisfy legitimate
bookkeeping requirements. A careful review of the adequacy of petty

cash regulations should be instituted.

Commodity revolving funds should be established in a variety of

locations. Certain commodities are -constantly required for USAID
field operations in relatively small amounts. The administrative
burden on USAID field representatives would be eased if there were a

commodity equivalent of petty cash.

STYLE OF OPERATIONS

The intimate involvement of the USAID program with the most sen-
sitive matters of RLG concern, and the importance of close personal

relations between Americans and Lao, dictate a style of operations in

Laos in which technical competence is only one yardstick of effective-

ness. Language competence, familiarity with the history and culture

of Laos, awareness of the complicated political issues current in Laos,

the ability to appreciate the Lac point of view, experience and ability

in adapting to a novel culture and novel demands -- all may be of

greater importance in enabling USAID personnel to carry out their joBs

effectively than their degree of technical competence. Americans do

not play an outsider's role in Laos; to be effective tliey must be

accepted as partners and as friends. Accordingly a high priovrity must
be placed on such things as language’ training, orientation for assign-

ment in Laos, current political guidance, and political sophisticacion.

Language Training

Not enough USAID personnel speak adequate Lao or French. Not

———
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enough language training is given prior to assigonment to the field and
existing facilities for Lao language training in Laos are inadequate.
For most jobs outside of Vientiane the ability to communicate in Lao
i's highly desirable, and in many cases essential. Even for Vientiane,
the ability to speak Lao is very useful and appreciated by Lao offi-
cials and the population. Yet, with the exception of the IVS personnel
and some of the USAID's rural staff, few Americans can speak even a
smattering of Lao. Lao is not a difficult.language, and it is not
necessary to speak it fluently and grammatically. This ability' could
easily be acquired within the first year in Lacs. What is needed
is a well-organized program of instruction in Lao, and, even more
important, determined supervisory pressure to achieve results. Attend-
ance in a class is not the goal; learning Lao is. Supervisory pressure
will, of course, be less "effective when the supervisors themselves
have not learned the language. In some cases, French is more important
than Lao, particularly for those USAID employees who deal largely with
senior RLG officials. Although the Mission does better with regard to
French than.with reggrd to Lao, its performance is nevertheless inade-
quate and could be improved. h
Language ability, in either French or Lao, should be a primary
factor in promotion and retention throughout the Mission. Naturally
there are some supporting .technicians for whom language ability is
less crucial. Yet even here the payoff should not be underestima;ed.‘
The effect on the Lao populace in general, and on Lao officials in
particular, if most Americans in Laos were to learn to speak even

rudimentary Lao, would be highly favorable.

Orientation and Guidance

No USAID employee should arrive in Laos without at least rudimen-
tary familiarity with the history and customs of Laos, and no USAID
person should long remain in Laos without becoming‘familiarlwith the
political environment in which he is working. Preassignment briefings
and orientation should be made as thorough as possible, but guidance

of this sort, perhaps from the political section of the Embassy, must




continue throughout the employee's stay in Laos. A briefing book
should be maintained to keep personnel up to date, containing more
extensive cultural and historical material than is usual in such
documents as well as current political information. In general,
particularly for field personnel and for senior USAID officials,
greater emphasis should be placed on continuing political guidance
and on thei adequacy of their understanding of the overall situation
in Laos. Otherwise such individuals will increasingly tend to become
absorbed exclusively in their relatively narrow area of jurisdiction
and lose sight of the broader policy comsiderations. This tendency
can be overcome in large measure by keeping them informed of their

part in the larger picture.

Living in the Field

The USAID program in Laos depends for its effectiveness on
adequate and.extensive field operations. Laos is too decentralized
to depend on programs run from Vientiane and through the central
Ministries of the RLG. Firsthand knowledge of conditions and problems
‘in rural areés is essential. Equally important is the establishment
of close personal relations belween Americans and regional and local
leaders throughout Laos. This can be done only by assigning USAID
personnel to live in the field. However, there is no avoiding the
fact that for most Americans, and even more for their wives, living
conditions in rural and provincial Laos appear primitive and diffi-
cult, Moreover, the physical strain of living in rural Laos soon
begins to be felt.

Consideration should be given to making available differential
beneflts to USAID perSanel permanently assigned to field positions.
One possibility would be to provide differential or per diem allow-
anées, both as a material incentive and as a tangible indication of
the importance of the‘assignment. In recognition of the physical
and psychological strain, more generous provisions for leave and

transportation could be provided, such as one week R&R trips every

six months to Hong Kong, Bangkok, Manila or other Southeast Asian
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cities reached by government aircraft. Such trips should be supple-

mentary to standard government leave provisions.

RESEARCH AND EVALUATION: FEEDBACK FOR IMFROVED PROGRAMMING

The central theme of this report is that the time is opportune
to shift the emphasis of U.S. programs in Laos from maintenance to
development -- economic, soecial, political, and military. Iﬂ'part,
this requires a greater degree of U.S. involvement in Lao affairs but
it also demands a more vigorous and conscious effort to analyze the
Lac environment and evaluate the success of ‘American programs. The
key to the proper design of programs is analysis and research; the

key to their improvement is experience and feedback.

Analysis of the Pathet Lao

U.S. knowledge of the Pathet Lao remains seriously incomplete.
Even such basic questions as whether the Pathet Lao are predominantly
ethnic Lao or not remain unexplored. A concerted effort to bring
together knowledge that already exists about the Pathet Lao, and to
explore the remaining areas of ignorance, would pay handsome dividends
in increasing the effectiveness of U.S. operations in Laos. In talk-
ing to Amevican personnel in the field we have time and again been
struck with the general ignorance that prevails about the nature of
the enemy that is being fought. Yet it is a truism that an effective
military campaign begins with good knowledge of the enemy.

There are several possible-avenues of research. TFirst, the exist-
ing information about the Pathet Lao should be brought together,
organized and made more widely available. This alone would go a long
way toward filling in the gaps; many people in Laos are familiar with
some part of the Pathet Lao elephant. Pooling their information would
make it possible for everybody to get a clearer picture of the whole
animal. Research to extend our knowledge of the Pathet Lao should
also be begun. One fruitful procedure would be a more comprehensive
program of interrogation and intervicws of Pathet Lao dgfectors, )

prisoners, and wefugees. A considerable body of experience has been




built with this technique in other insurgency situations and the
results have proved informative and illuminating. Another possibility
is to conduct field investigations. The Pathet Lao movement reflects
the decentralization of Laos; the leaders are often local rather than
national. Those who are most acquainted with the local PL are often
the local military or guerrilla leaders who have been fighting them
for years. Families, clans, tribeé are at least as important among
the Pathet Lao as among the RLG, and the best way tc sort out these

relationships~and exploit their wvulnerabilities is through field

investigation.

Basic Research on Rural Laos

Rural Laos has not had the academic attention paid to it that
other areas of Southeast Asia have, The existing anthropblogical,
sociological, economic, and political knowledge about rural Laos is
sketchy and outdated. Frequently academic research is of little rele-
vance to program operations, but this need not be the case. U.S. pro-
grams in rural Laos are big and getting bigger. To make them more
effective some basic research into rural Laos should be begun.

Several themes appear promising. First, more knowledge is needed

about the nature of commercial relatioms in the countryside and the
existing political and traditional barriers to increased commercializa-
tion. Second, more information is needed about the power structure

in the countryside. .Who are the nmatural leaders? What is the atti-
tude of the peasants to the central government? What is the attitude
toward FAR? Toward the Pathet Lao? Toward Americans? Toward other
nationals?

USAID has already moved to increase its analytical capabilities
by establishing an Evaluations Division within the Program Office.
This is a useful step in the right direction but it is not a substitute
for more fundamental research. Since government service provides only
limited incentives fo: research, the main reliance would probably have
to be on ou?side academics, whose career and reputations depend on

research. USAID should consider means of stimulating suitable academic
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interest in Laos. TIf USAID provided support and facilities for such
research, it would also be in a position to see that the projects
undertaken were relevant and that the people undertaking it were suit-
able for Laos. It is not a question of dictating conclusiong, but of
ensuring usefulness and avoiding political incidents and disclosure of
security sensitive information.

Feedback

The best designad program in the world must constantly improve
itself or it will quickly become static and ineffective. Experience
provides useful lessons, but it will not automatically lead to £m-
proved programs unless there are effective feedback mechanisms. Using
the lessoné learned from experience for improving programs is the key
to progress and continued success. Reports from program officials are *
the key to this process and should constantly be improved and revised.
But operational reports will inevitably tend to focus on operational
issues. The end-of~tour reports are among the most thoughtful and
analytical pieces of paper that exist in the Mission. Better use
could be made of them if they could be written somewhat prier to the
end of tour thus permitting a fuller discussion and better interaction
in the production of constructive ideas by the different elements of
fhe Mission. Alternatively, the end-of-tour report might be replaced
or supplemented by mid-tour repouts. For example, if all pergonnel
qualified to write such reports did so at about the same time, the
Mission would periodically come into possession of a comprehensive

review of its entire program.
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Appendix A

COSTS AND PERSONNEL REQUIREMENTS

The measures recommended in this study are described in general
terms to explain their nature and their relationship to each other and
to U, 8, objectives in Laos. For them to become operational, much more
detail must be added, but this can be done only in connection with
policy decisions about the mix of measures to be implemented, the
approach to be taken with the RLG, the rate and sequence with which
individual measures will be phased in, and so on. Furthermore, as
such decisions are made and implemented, feedback will be forthcoming
from the RLG, and the design of the measures will require continuing
modification to reflect the new information gained and the outcome of
the consultations between the Americans and the Lao. In other words,
a practicable level of specificity can be reached only by those with
operational responsibility, the U.S. Mission and its counterparts
in Washington. TFor these reasons, too, it is impossible to make
reliable estimates of the costs or persomnel requirements of the

recommended measures in thelr present form.

Dollar costs. On the basis of consultations with USAID/Vientiane,

and some highly tentative calculations made by us, an estimate of the
total cost of the various recommended measures has been made and is
shown in Table A-1, These are additional to present programs, which
are presumed to be continued. Of the total shown in the table, $3
million would be chargeable to MAP and the remainder to AID. The costs
are based on the revised non-project aid procedures and sources of
counterpart funds recommended in Chapter 8. The costs refer to an
annual rate of expenditure at the time when all the recommended measures
have been fully implemented. To reach this level of expenditure, there-
fore, would require five years or more (depending on the rate at which
measures are implemented). In the interim, there would be a gradual

increase to the indicated level.

Offsets. Institution of the non-project aid recommendations of

Chapter 8 would reduce the dollar cost of the present level of support




for Laos by about $4 million -~ $3 million through restricting

USIP and $1 million through the revised invisibles program., With
improved RLG auditing and personnel procedures and better control

over the disposition of military supplies, as recommended in Chapter 3,
there would be signifiéant savings, perhaps several million dollars,
both in AID and MAP, though the amounts can scarcely be foreseen with

any accuracy.

Personnel. Moest of the program recommendatiens weuld require

few additijonal personnel. The major exception to this is the set of

measures, outlined in Chapter 3, to increase RLG and FAR effectiveness,

As this is the area in which program design must be most sensitive to
decisions by those with operational responsibility, it is impossible
to anticipate requirements with much realism. The cost estimates of
Table A-1 are predicated on: additiopal advisory staff (including
military warehouse technicians) of 100, consisting of 50 Americans
and 50 third country nationals; a Public Administration Division for
USATD and/or contractor services requiring 10‘Americans and 5 third
céuntry"nationals; additional personmel in education, 8 Americans;

‘additional field staff for RDD, 15 Americans.
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Table A-1

ILLUSTRATIVE COST ESTIMATES OF RECOMMENDED PROGRAMS

(millions)

Project Aid

Non-Project Aid

Part I
Civil and military pay increases -
Additional advisory staff $1.5
Construction for RLG and FAR 0.1
Public administration program 0.3
Military training 3.0
Part II
Education 3.5
Feeder roads 0.4
Provincial capital development 0.2
Rural programs 0.8
9.8

Total Gross Cost

$26.1

$7.8

0.4
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Appendix B f/

SUGGESTIONS FOR AN EXPANDED PROGRAM OF
U.5, ASSISTANCE TC LAO EDUCATION

The folloying suggestions for an expanded U,3, effort in.the
field of Lao education represent varying levels of detail, This is
partly due to the insufficiency of statistical data available on Lao
education and population and partly because no attempt was made to
go into the technical details of programs, a task best left to the

educational specialist.

Cost figures shown in this section are merely indicative of the
general magnitude of expenditures involved, These amount to a
maximum annual total of $9.1 million. Elementary education programs
would require about $5.7 million: school room construction, $1.5
million; instructional materials, $0.l million; teacher training and
related expenditures, about $0.5 million; scholarships, about $0.,5
million; additional U,S, staff, $0.1 million; and, additional Lao
staffing, principally teachers, roughly $3.0 million. Secondary
education would require a budget of about $2.0 million: school
construction, $1.1 million; teacher training and related expendi-
tures, $0.35 million; American staff assistance, $0.15 million; and,
text books, about $0.35 million. Other categories would absorb the
following magnitudes of AID annual support: vocational and technical
training, about $0.5 million; higher education, $0.5 million;
scholarships (other than for elementary school level), $0.2 million;
adult education, $6.2 million; and, training of govermment officials,
$0.1 million. (The data for these calculations were for the most

part supplied by the USAID staff.)

PRIMARY EDUCATION

It is estimated that only one-third of the school age population
in Laos is currently in school and that the literacy rate of the
adult population (including the armed forces) is somewhere around

15 per cent -- one of the lowest in Asia.




The current U.S. effort in the field of elementary education
should not only be maintained, but the pace be stepped up with the
aim of opening the school doors to all Lao children, ox at least the
vast ﬁajority, within the near future. An additional expenditure of
about $5.million annually could probably bring this ambitious goal
within sight during the next 6 or 7 years. It should be noted, how-
ever, that the rate of progress toward this objective need not
necessarily be uniform. The speed of the educational drive and thus
its cost as well as its final target and geographic emphasis could
be adjusted in accordance with political considerations and changing

strategic objectives.

The realization of the suggested program would entail U.S. and
third-country assistance for four major program components: (a)
physical facilities, (b) means of instructiom, (c) teachexr training,

and (d) identification and support of talent.

Physical Facilities

Much has been accomplished during the past years in providing
Laos with the physical facilities for instruction, either by way of
rural self-help or through contract or force account construction.*
Nevertheless, there are not enough elementary schools to accommodate
the growing number who desire an education. Most schools currently

operate on-a two-shift curriculum and are overcrowded

This situation is particularly serious in the recently liberated
areas and in the strategically important regions inhabited by the
hill tribes. The current USAID effort to increase the educational’
facilities in these areas might well be stepped up in order to
counteract Pathet Lao propaganda, to provide strong incentives to
these groups in their fight against communist pressure, and gradually

to link them more closely to the central government of Laos.

als
Force account is construction contracted out and paid for on
a straight commercial basis.
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Here as in most other parts of the country, away from the towns,
simple school buildings could be erected with loczl materials at
small cost and with U.S, personnel involved only in a supervisory
capacity. Where self-~help is difficult to implement or where
strategic considerations recommend speed, force account construction
would seem indicated. Past experience demonstrates that in easily
accessible areas (including most towns) there is emough contractor
capacity currently available to expand the school construction
program several fold. Within USAID, the Publiq Works Division is
capable of tripling its school building activity if the necéssary
budgetary support is forthcoming., The construction program could
probably be further accelerated if a joint U.S,-Lao program for the

training of Lao supervisory personnel were iniciated.

There seem to be no insurmountable cbstacles to providing
necessary school facilities in Laos within this decade, thus giving .
virtually all children an opportunity to obtain at least a minimum

education of 3 or 4 years.

Considering the state of education in Asia and esﬁecially its
retarded development in Laos, such a program cﬁuld be a major
achievement, for it could make the entire school age population
functionally literate. Laos, however, will also require a large
number of individuals sufficiently well prepared for vocational
training and a few who can go on to more advanced education., These
needs could he satisfied by a gradual increase of the numbers and
sizes of the 6-year elementayy schools, the so~called groupes
scolaires, as well as realistic terminal programs in agricultural

crafts and farm mechanics at the post-elementary level.

The USAID .objective of raising the rate of those advancing beyond
the fourth grade from the current 15 per cent to more than 30 per
cent (and to maintain this percentage through the sixth grade) would
probably necessitate an approximate d&hbling of the capacity of the

existing 140 groupes scolaires, The cost of this relatively large

building program (invelving more permanent structures than the rural




schools) could be reduced if these buildings werxe used mainly for
instruction in grades 4 through 6, while simple school structures

for the lower grades were correspondingly increased.

Means of Instruction

One of the major achievements of the U.S. education program in
Laos is the successful and rapid development of instructional
materials (primarily textbooks) for Lao schocl children. This

project constitutes a real breakthrough as, for the first time, it

provides all school children with separate textbooks for each subject

they study and in Lac rather than French. This program provides
evidence that even in the complex and sensitive realm of education,
and despite the French bias of many Lao educational leaders, U.S.-
Lao cooperation can result in major advances and further the
interests of both parties. The textbook project is so well underway
that it need only be continued and, as needed, expanded to meet the

rising quantitative requirements.

To gaiﬁ maximum benefit from the on-going program, it could be
extended into four functionally related areas: (1) the setting up
of a Lao mechanism (with U.S. participation) for a continuing
revision of the texts allowing for a strengthening of ties -- now
largely nonexistent -- between the local teachers and the central
administrative agencies in the Education Ministry; (2) the prepara-
tion, in conjunction with the National Education Center (NEC),* of
teacher's manuals to accompany the texts; (3) some support to the
development of local printing facilities to permit reprinting of
texts in the country, and further expansion of the program with

local resources; and (4) an extension of the materials production

program into-the field of secondary education (see below).

Thanks to the USAID-produced texts, a major problem in Lao edu-

cation has been solved. However, further thought might be given to

ot
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The Laotian Teacher Training Institute or Ecole Supérieure de

Pédagogie.
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the use of modern means of instruction in order to narrow the
educational gap between the urban and rural areas. This gap is
particularly wide in Laos where so many areas are nearly inaccessible
because of a lack of transportation and also because of military
security. The wider use of radio, as a training aid, already
sanctioned by the RLG, would help., It would also have the desirable
effect of linking the outlying areas more closely to the center,
thus providing another unifying element in a country still very much
given to tribal and clan loyalties. A previous radio teaching
experiment, undertaken under internatiomal auspices, was less than
successful primarily because of inherent administrative weaknesses
in the Lao Government, A renewed attempt, again perhaps with inter-
national aid, is indicated once the U.S5., effort to improve RLG

administrative operations meets with some success,

Teacher Training

No school construction program will make sense without a
parallel program producing the requisite number of teachers. In
fact, the lack of teaching personnel constitutes today the major
obstacle to a dramatic expansion of the elementary school system
throughout Laos. Quite rightly, therefore, the U.S5. assistance
program has made a heavy investment in the development of the NEC
at Dongdok, Vientiane, the largest single U.S. venture in Laos to

date.

However, at the current rate of teacher formation, this training
program for several years to come cannot provide a sufficient number
of instructors from among its graduates and from the auxiliary
facilities in Pakse and Luang Prabang. An acceleration of the
educational effort in Laos would further sharply increase the demands
on these training institutioms. This presents in an acute form the
problem of whether to emphasize quality or quantity. The forthcoming
visit of a university contract team which will look into the problems
of secondary education and teacher training may provide new ideas and

insights into a possible solution,




Meanwhile, a cursory examination of the issues and problems
involved strongly suggests that a breakthrough with regaxd- to
teacher training is possible. This would require a number of
modifications of the existing program and some new approaches

including the following measures.

(1) Accelerate the switch from French to Lao as languagé of

instruction.

The political and related advantages of such a switch have
been pointed out in the text of this report. Lao officials have
already accepted this as an inevitable development in the educational
reform of 1962. Moreover, experience with the use of French as the
medium of instruction in teacher training programs has been disas-
trous. A recent official document of the Education Ministry speaks
of the students in the French Section at Dongdok (where the majority
of all future Lao teachers are trained) as "pursuing their studies
by way of an uncertain state of bilingualism which for the majority
of them turns into an insurmoun;gble'handicap as concepts must be
discovered‘th;ough the medium of [an alien] language." In short,
the future teacher is unable to gain substantive knowledge because
of his inability to understand his professors and the textbooks,
Under pressure from its almost exclusively French staff, the NEC
has moved in the wrong direction; rather than speeding the transitiom
to Lao as the language of instruction, the future teacher now spends
most of two years acquiring a better knowledge of French so that he
can eventually absorb the subjects of his study. All this effort is
divected toward teachers who will be going out to teach, not in
universities, but in village schools, and not Frenchmen, but children

who speak Lao at home and seldom hear a word of French.

In addition to this continued emphasis on French in practice,

Laotianization is accepted in prineciple. The vigorous new Lao director

of the NEC and some members of his staff now wish to Laotianize the
program of their institution. They are also attempting to produce a
series of instructional materials in the Lao language. Since these

are essential to any program of Laotianizing teacher training, USAID -

—~—
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should seriously consider providing material assistance and link

this support to its materials production program.

In teacher training, reliance on French teachers should grad-
ually be narrowed to the teaching of French language and literature.
(We must guard against the temptation of merely replacing French
instructors by Americans. We would only create the same problems by

placing U.S. instructors in positions that can be filled by Lac.)

(2) Strive to prepare more teachers.

If Laos is to broaden its educational base more rapidly,
insistence on quality must to some extent be modified. The desire
of the Lac leaders to provide their schools with the very best
instructors on a par with those in more advanced countries is
understandable, but it is also unrealistic, for this approach would

deny literacy for many years tc thousands of Lao youngsters.

Admittedly some minimum standards must be maintained for
teachers just as functional literacy should be a minimum goal for
the Lao pupil. Under the present circumstances, however, it seems
more desirable to gear the teacher training program to the require-
ments of the various levels of school instruction the future teacher
will confront, rather than aiming at all-around competency. The
vast majority of Lac teachers will be teaching in village schools
and in the first grades. It is an expensive luxury to equip them

now much beyond their immediate needs.

Currently the NEC provides a number of training levels (a one-
year course as well as four-, five-, seven-, and nine-year courses).
The one~-year course* has recently been producing a limited, and
reportedly decreasing, number of graduates (fewer than 200 a year).
The graduates have the status of auxiliary teachers qualified to
teach in the first three grades in elementary village schools. This
preparation would be quite sufficient to make these young men and

women acceptable teachers for the first elementary grades. If so,

ata

Now being transformed into a two-year course,




there should be no reason for not expanding rapidly this part cf the
teacher training program. A massive effort in this direction would

make it possible to meet the mounting needs of the lower grades.

Any concern about the quality of these elementary teachers or
about their being barred from advance in the hierarchy could be -
remedied through a substantial program of upgrading through re-
training courses. These might be held principally at the NEC, which
is underused during much of the year (the Lao system is distinguished
by its forthright recognition of the need for leisure time -- six or
more months per school year). Financial iﬁcentives could attract
the young teachers. Selective promotions of the more outstanding
students and admission to third-country programs (for example, in
Thailand) could be used as added incentives. 1In this way, a con-
tinuing improvement of teacher standards at the village level could

be accomplished while providing the necessary upward mobility.

None of these proposed programs and approaches need prevent the
NEC from simultaneously developing its training programs for a more
advanced level of teaching aimed at providing Lao teachers for all

“levels of instruction.

(3) Decentralize training,

The bulk of teacher training (about 80 per cent) is now
being done at the NEC in Vientiane, with a minor effort g?ing on at
Pakse and lLuang Prabang Teacher Training Institutes. The latter
programs are also slated for some extemsion, as the NEC is supposed
to accommodate no more than 1,500 stuclen(:s.f'r In these circumstances,
it is imperative that the training system be expanded in other
localities such as Pakse and Luang Prabang, Additional sites may

deserve consideration.

Another advantage of such decentralization for training, at
least on the elementary level, relates to the nature of teacher

training itself. It is a generally accepted principle that practice

0
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The reasons for this restriction may deserve looking into.
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teaching is a useful ingredient of such trazining. However, the
location of the NEC away from the Vientiane population center pro-
vides only very meager opportunities for practice teaching.

(At present a need for 16 classes has to be met by only three.)
Pakse, Luang Prabang and possibly other sites to be developed could

provide more adequate practical training facilities.

(4) Encourage girls to enter the teaching career,

An upward trend in the number of girls admitted to teacher
training at NEC has been.observed over the years although the

rélative increase now appears to level off.

For scme time to come, much of Lacs' youth will probably
continue te serve in the armed forces and remain unavailable for
other duties. To fill the gap by mobilizing womanpower in suitable
professions such as teaching appears one way of meeting the diffi-
culty. Other countries have done well in this respect and there are
no basic obstacles in the Lao social system to prevent a further

advance of women into the teaching professions.

(5) Attract ethnic minority groups into the teaching profession.

To relate the ethnic minority groups more closely to the
central govermment and to create among them a stronger feeling of
identity of interest with the Lac population must be one of the
iﬁportant U.S. objectives. One of the best ways of creating such
useful ties is through the medium of education. On one handl this
can and i:s being done by convincing the RLG that it must make a
greater effort in providing the ethnic minorities with schools and
teachers. Another effective means would be to open up the teaching
career more widely to members of the minority community. Direct
U.S. support for such a policy might lend itself to misinterpretation
on the part of the RLG which remains suspicious of the loyalities and
ambitions of the ethnic minorities., However, assistance could be
extended through a scholarship system, financed by the United States
and tied to a regional quota. Since the ethnic minorities predominate

in certain regions, geographic representation would give them a better




chance to qualify than 1f the selections were all made by the Lao

authorities in Vientiane.

(6) Identify and support talent,

-~

The acute need for identifying potential Tao leadership and for
facilitating its access to positions of influence has been discussed
in the text of this report. Increasingly educational qualifications
will become a prerequisite for such positions, To respond to this
growing need, a program for the identification of talent among the
Lao youth of school age would seem indicated. Such a scholarship
system should aim particularly at mdbilizing resources from rural
and other areas now-neglected (such as those inhabited by the hill
tribes) and provide sufficient material support to allow the more
gifted children to complete primary and, depending on performance,
also secondary and advanced education. Publicizing such yearly
stipends, based on merit and awarded by a respected national
committee, could have a strong psychological and political effect,
To enhance the image of the Lao national government such’ a scholar-
ship program'WOuid probably best be defrayed out of Education Ministry
funds rather than directly from U.S. aid, so long as the safeguards

against diversion outlined in Chapter 3 have been introduced.

(7) Provide student counseling services.

Laoc teacher training institutes like other Lac educatiomal
institutions lack anything resembling a student counseling service,
and the introduction of an American adviser who could train Lao

student counselors at Dongdok and elsewhere seems to be indicated.

SECONDARY EDUCATION

The Growing Need ’

In the modern world a country must secure its leaders and
professional men from among those who have had at least a high
school education. And it must offer cpportunities for self-

improvement to its ambitious citizens.  But in Laos educational
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educational facilities remain so limited and the rate of attriticn

so high that only one pupil out of 500 who entered the first grade
leaves the terminal grade of secondary education, Moreover, stress in
Laos' secondary institutions is on an elitist and académic orienta~
tion, ill suited to the needs of the country. The six lyceés and
colleges of Laos tend to produce, as the Laotians themselves admit,

e . .
"des élites en 1l'air.”

The problem of Lao secondary education is further compounded by
the increasing difficulty of providing the necessary staff, More
than 200 French instructors are now teaching in Laos' high schools
as against a handful of Laotian professors, Even at the present slow
rate of increase of the student body, some 800 French instructors
would be needed within the next 15 years. This need is not likely to
be met. The Education Act of 1962 has therefore adopted also for
secondary education the principle of Laotianization, but the RLG does
not expect to complete this process (wﬁich has hardly begun) before

the end of the next decade, -

For some time USAID has been concerned about the problem of
secondary education in Laos, While U.,S. support for elementary
education is creating a broad and solid base for further advances,
the top of the educational pyramid remains narrow and under-French
contrel., 1In the absence of a policy decision to move into this wvital
area, the United States has been under pressure to provide the

physical plant in which French-style secondary education continues.

Inevitably the United States has now been compelled to review
its policy on Lao secondary education, USAID is currently in a
position to make a major contribution to U.S5. objectives by seizing

the obvious opportunities.

The RLG, lacking experience and competence in higher educatiom,
and conscious of too great dependence on the French, appears willing
to accept U.S. guidance and assistance for the development of its
secondary education system, The Act of 1962 provides some basic

guidelines that can be endorsed by the United States: the principle
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of Laotianization of all education and the desire to make lLaos'
educational institutions conform more closely to the country's
economic and social needs. A bold program on the part of the United
States could dramatically affect the manpower situation in Laos and
have a profound impact on the social, economic, and political
structure of the country. Further, unless a secondary school system
of a modern type is created, Laos will fall further and further
behind its neighbors and find it difficult to participate in any

future regional development effort.

Some Desirable Features of a Program for Secondary Education

There is a temptation to apply American standards and to aim
at reproducing a system that has proved its worth under U.S.
conditions, but may be overly sophisticated, wasteful in resources,
and out Sf tune with the indigenous environment. Thus, any attempt‘
to establish in Laos an American-style high school with its lavish
appurtenances and costly construction would tend to arouse a negative
reaction in Laos, would divert resources, and may create an image
of the United States that would be counter-productive. Simplicity
and adaptation to the Laotian enviromment should be the guiding.
principle in any U.S. plamning for secondary education, whether it
is a matter of developing a prototype such as a demonstration school
or mot. It must be kept in mind that anything created by Americans
will eventually have to be taken over by the Lao -~ the soomer, the
better -~ if it is to be practical and operative in the years to

come.,

The most logical and effective, as well as the most acceptable,
way ¢of introducing our aid into secondary education would be by
building on the elementary system we have already created, The high
schools we wish to develop in Laos should not be American counter-
parts of a lzgég, but upward extensions.,of the primary school system {
that the U,5. educational program has been successfully developing
in ccoperation With the Lao govermment. These schools should be
geared to the broader needs of the country rather than to those of a

small, wealthy elite. To be fully effective these schools should be




developed in the provincial centers throughout the country rather

than in a single city or two,

This approach would also go far toward solving the thorny
"French question” in education. As the Lao-style four-year high
schools develop, the lycées with their French instructors will be
increasingly transformed into institutions providing advanced
training beyond the high school level, On this level they*will have
to compete with training facilities in Thailand and elsewhere. Mean-
while, Lacs will have genuinely Lao educational institutions from the

elementary through the jﬁﬁior college level,

Implementation of a Broad Program of Secondary Education

If we approach the problem in this spirit, we should be able to
provide Laos with simple four-year high schéols in every proviﬁce
under RLG control within a short time and with the expenditure of
relatively little American financial and technical assistance. A
study of the problem suggests that such a plan would require no
more -than one or two American specialists and-could be well underway
within less than two years. Lt could be implemented fully within"
three years., .After another &ear and a half, the new high schools
could graduate their first 1,000 students -- a number of graduates
roughly equal to the total graduate output of the French lzcées for

fifteen years.

These schools would lack the frills that we would normally
associate with high school education. They would provide a modest
but serviceable secondary school system that might not meet the high
academic -standards of metropolitan France but, for the first time in
its history, would provide Lacs with a continuous stream of young
people adequately trained to occupy positions in the lower ranks of
government, t(; engage in a variety of ecivilian occupations, and,
with some additional technical training to take over the many posi-
tions that now are held by Americans and third-country nationals.
The total impact on Laos and the effect of the American image there

and elsewhere in Asia could be expected to be very large compared with




the modest outlay, The suggested project would very much be in the

spirit of the Presidential proposal of April 1965,

The proposed high school system would build in every respect
on existing institutions. To the largest extent possible, the

existing grotpes Scolaires would grow into a single complex providing

elementary, vocational, and secondary education. This will in most
cases be feasible, since only a small number of rooms would initially
~ be required to accommodate a yearly class of 50 pupils per provincial
high school (a total national output of 1,000 graduates annually).
The cost will be further reduced if the already available simple

school room plans evolved by USALD/Public Works are adopted.

While these additiomnal rooms are being built a select group of
teachers in charge of the highest grade of elementary school could
be trained at the NEC for a one-year period to prepare them for
secondary teaching, Meanwhile, high school textbooks could be created
by making uSe of the experience, some of the personnel, and the facil-
ities of the Materials Production Center, which by mid-1966 will have
completed its ‘task of writing and producing texts for elementary

schools.

A planning period to establish the necessary cooperation between
the Ministry of Education and USAID and to work out in advance the
technical details would obviously be required before launching the
secondary school project. On the basis of past experience, six
months to one year should suffice., Thereafter, another twelve-
month period would make it possible to proviﬂe sufficient school
rooms for the first two years of the new high schools, to train
sixth-grade teachers to take over the 7th and 8th grades (the first
two classes of high schocl), and to allow the writing and production
of the Lao langﬁage texts. 1In the second year the developing high
schocls could be provided with the additionmal class rooms for the
9th and 10th grades, the requisite number of teachers for these
grades could be trained, and the new texts could be written and

printed. The-training of principals for the new schools (probably

BECRE®
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best done in Thailand) and the creation of supplementary materials
could be fitted into this development program, which at the end of
three years would result in an operational though modest high school

system for all of Laos.

While many technical aspects of the suggested development program
will require more detailed study, there appears to exist no fundamental
difficulty in implementing the plan, An estimate made within the
Mission puts the total cost of the program at less than $2 million,

To this amount would have to be added the cost of feeding and boarding
students from rural areas. The cost for food based on the experience

of the NEG, where such a system of government subsidy prevails, would

run less than $500,000 per year, even when the new school system

reached its full capacity of four 1,000-student classes,

Vocational and Technical Training

Even elementary technical skills are exceedingly scarce in Laos
today., As economic development in Laos proceeds, the demand for such
skills is bound to grow. This will be especially true when such con-
struction projects as the Vientiane-Luang Prabang Road and the Nam

Ngum Dam get under way.

When the Mission requires technical personnel, it usually finds
that the Lao labor market is unable to supply it. As a result, USAID
operations and assistance programs sponsored by the Mission must rely
heavily on third-country nationals, to the annoyance of the Lao., Sub-
stantial savings could be effected and a source of irritation removed

if Lao were in a position to fill such posts. A concerted Mission

effort to produce the necessary competencé among the Lao would thus be

justified for this reason alome.

Currently, Lao programs aimed at providing technical skills are
distinguished by a lack of direction, by the absence of an overall
plan, and by a multiplicity of uncoordinated efforts and domors. Some

attempts have been made since 1964 to provide the groupes scolaires

with a one-year vocational extension to be eventually expanded into a

two-year program, but the project has hardly got off the ground.
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Apart from a modest, recently launched German venture in low-level

technical education, there are two major technical schools, the

Vientiane Technical School (College Technique de Vientiane) and

Savannakhet Technical School (Collége Technique de Savannakhet), with

a student body of some 600, The whereabouts of the graduates is
something of a mystery. They seem to have contributed little, prob-
ably because of the low level of training offered and the poor caliber
of the entrants, The students have recently been described by the Lao
direction of the Vientiane institution as, "zeros in terms of intelli-
gence and in their knowledge of foreign languages, and below par even

in their mother tongue"” (nuls en intelligence, nuls en langues

- - .
etrangeres, moins que acceptable en langue maternelle méme).

The difficulties of these institutions are compounded by the
variety of their sources of support, which nevertheless remain insuf-
ficient in the aggregate, The RIG contributed in 1264/65 the equiv-
alent of $40,000 for both technical institutions. USAID offered some
minor assistance. France furnished four instructors and UNESCO pro-
vided an additional eight staff members. The level of international
support is being drastically curtailed and, with a paucity of school
~ equipment and discord among staff and students, Laos' technical

training institutes present a bleak picture at present.

It is obvious that an attack on the problem must be made. Since
no planned action can be expected from the inexperienced and finan-
cially constrained Education Ministry, the initiative will have to

come from USAID, which should enlist in its efforts whatever inter-

national help can be obtained.

In these circumstances, the most immediate need is to establish
the pertinent facts required. for effective attack on the problem,
The Education Division should have on its staff a vocational specialist
who could gather the facts in cooperation with his Lao codnterpart in «

the ALG Office of Technical and Crafts Organization (Bureau d'Organisa-

tion Technique et Artisanale) established in December 1964. The situa-

tion also suggests that some attempt should be made to establish
priorities through a manpower survey, even if such a survey must by

necessity be very modest.

a1
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An overall Mission plan for the development of Lao technical

skills would require programs in five areas of concentration:

(1) An in-Mission training effort, Some steps in this direction

are now being taken, -

(2) An evaluation of the worth of the craft school extensions

of the groupes scolaires. A countrywide planned program of support

and development might be found promising.

- (3) A detailed examination of the programs and resources of the
two technical schools, to determine what kind of support would be
requifed to enable these institutions to meet more fully the needs of
economic development in Laos. This shoﬁld take into account other
international contributions and be coordinated with the Gérman fech-
nical education effort; There would also seem to be ample room for

enlisting Japanese aid in developing low-level technical skills in

Laos, especially in the field of agriculture, Perhaps this could be

done as a component in a multi-mationally staffed agricultural training

institute.

(4} 1In cooperation with.the Ministry. of Education, USAID could
also usefully extend its teaching materials program into the produc-
tion of now lacking technical manuals in the Lac language. 1In this
as in other technical programs the assistance of Thai technicians

would prove inexpensive and effective.

(5) 1In line with the findings of the proposed survey, an expanded
program for technical training in Thailand should be developed to
supplement the modest Laé facilities. This would allow also a steady

upgrading of Lao technical skills at minimum cost.

'ﬁigher Education

Sisavong University, the mational university ‘of Laos, exists at
present only in name. Some Lao, however, are already dreamiﬁg aboﬁt
ivy-covered towers rising on the outskirts of Vientiane, To encourage
such dreams at this stage of the country's development would be doing
it a disservice, and may involve the United States in a-costly and

unpromising venture,
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Rather than launch into such a project, U.S8, aid-policy should ’
concentrate for the time being on building a broader base for pro-
fessional competence, that is, a system of secondary and vocational
technical schools, This does not mean that we should not avail our-
selves of now existing opportunities to provide the advanced training

desirable for govermnment and other positions of leadership.

Laos possesses two institutions which could be classified as
offering advanced professional training: the Royal Institute of Law

and Administration (Institut Royal de Droit et d'Administration) and

the Royal School of Medicine (Ecole Royale de Médicine). Both might

do good service if given support; the inadequate support they now
receive comes largely from French government sources., The Scheool of
Medicine, in addition to nurses and midwives, trains alsoc a number of
"assistant doctors.," With an enrollment of some 60 students it is
sadly lacking in almost everything: instructors, buildings, instru-
ments, books, and professional literature, Some additional French
support for Fhis institution is a definite possibility, and substantial
U.S. aid to it may raise the delicate problem of U,S.-French-Lao
cooperation in a joint venture. Essentially, however, the decision as
to whether U.S. aid should bolster the School of Medicine is dependent
on the emphasis USAID places on the further systematic development of
indigenous medical services in Laos., Any U.S. support program should
be clearly geared to the country's needs for medical workers. Aid to
the School_of Medicine would therefore probably be best developed along

%
very practical lines,

The School of Law and Administration is currently the only institu~
tion in Laos which offers training for future govermment officials and
administrators. Whatever its present level of accomplishment -- and
there are contradictory opinions on this sﬁbject -- the institution

occupied a key place in the Lao educational structure. Currently more

"See Dr, Franz Rosa, YA Doctor for Newly Developing Countries:
Principles for Adapting Medical Education and Services to Meet Prob-
lems,” The Journal of Medical Education, October 1964.
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than 100 students are enrolled, including a number of government
officials undergoing retraining., As with the School of Medicine, the
principal ocutside support comes from the French govermment, Some

minor assistance also comes from the U.S. government and the Asia
Foundation., Any expanded U.S. aid to the institution would therefore
inevitably raise the issue of U.S, relations with the French program

in Laos, On the other hand, as the School is a RLG institution, and

as finmancial assistance to it should be welcomed by the Lao ;uthorities,
there is room for working out suitable arrangements, Such arrangements
are all the more desirable from the U.S. point of view, as a hetter
trained administrative corps is a prime requisite for greater government
effectiveness, The School of Law and Administration could play a key
role in this regard. The most .practical approach to the problem might
be a contract with Public Administration Services, as suggested in

Chapter 3,

Study Abroad

Advanced training for Lao students could be develuped in such a
way as to gradually reduce reliance on France and French institutibns
of higher learning, ZTao interests can be servéd by more systematically
encouraging the advanced training of Lao students in the universities
of Thailand, The advantages are obvious: reduced cost, fewer lin-
guistic and cultural obstacles, and the establishmeﬂt of closer links
between Laos and Thailand, and there is evidence that the Thai govern-
ment is favorably inclined toward providing assistance. Thus, only in
exceptional cases should training in the United States or other Western

countries be encouraged.

An examination of RLG foreign exchange regulations and of the'
USAID Invisibles Reimbursement Program indicates that the United States
now, in effect, reimburses RLG expenditures for the private study of
Lao students abroad, This not only includes students in advanced
training, but also students at the secondary and even at the elemen-

tary level,

Foreign exchange regulations, which are extremely generous in "the

treatment they accord private Lao students abroad, permit them to
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purchase dollars at the official exchange rate of 240 kip per dollar.
Any such student -~ and this category includes 5-year-olds attending
nursery school -~ is entitled to an initial "installment allowance"

of $400 in the United States ($240 in Europe), In addition he may
convert each month the equivalent of $200 ($120 in Europe), and this
profitable transaction may continue every month as long as the student
is enrolled abroad. Only students in France do not fall under these
regulations., (The total of private Lao students now abroad reportedly

runs to a minimum of about 300, two-thirds of this number in France),

The present arrangements have two major undesirable features.

(1) They provide U.S. subsidies for families wishing to send their
children for study abroad irrespective of the need for such training
and without imposing any selection standards other than family wealth.
(2) They encourage lao private students to remain abroad for unneces-
sarily extended periods or even indefinitely because in many cases
{(Hong Kong and Taiwan for example), the gains that can be realized
from the exchange allocation exceed the amount that could be earned
by work abroad. OQften this means that the RLG (and ultimately the
United States) will pay a subsidy to Lao students who have not the

slightest intention of ever returning to Laos.

It would therefore seem desirable to proceed at the earliest
practicable date to the revision of foreign exchange regulations
removing expenditures for schooling abroad from the list of purposes
eligible for conversion at 240:1, While awaiting the implementation
of the change of the present system and in order to avoid hardship
for students now aBroad, certain modifications of current regulations
may have to be introduced during the transitional period: (1) establish
more realistic schedules for installment allowances, (2) introduce max-
imum terms for the period during which a student may remain abroad, the
term depending on the type of training he is undergoing, (3)‘estab1ish
minimum standards of performance for students abroad, and (4) exclude

elementary schooling abroad from the eligible list.

The proposed revisions of expenditures for study abroad would

result in substantial savings, then making it possible for the same




number of aid dollars to provide .education abroad for a larger number
of Lao students. In addition, these students would be selected on
the basis of their intellectual qualifications rather than by the
criterion of family wealth, In line with that principle,, the-present
system should be supplemented by the provision of adequate funds for
scholarships enabling qualified Lao students to pursue advanced
training in Thailand and in other countries which can offer .an educa~-

tional environment. suited to Lao needs,

Adult Education

The Education Act of 1962 provides for the creation of Rural

Education Centers (Centre Rural d'Education) which would serve simul-

taneously as primary schools and adult education centers. In practice,
however, adult education has not been touched in Laos as all resources

have been poured inte the build-up of the reguiar school system.

Dean Rusk once stated, "A mation's political, social and economic
development can rise mo higher than that of its human resources.
Since education is the chief means of raising the level of human
resoﬁrces, it is not a luxury to be postponed unti} national develop-
ment has been-accomplished." This statement applies obviously not

only to the youth but also to the adult population of a country.

The potential contribution that improved adult skills can make
is very large, Further, a@ult education gives an cutlet to the ener-
gies and ambitions of those who are not satisfied with their statign
in life, ties these potential agents of progress more closely to their

government, and broadens the reservoir from which the nation can draw

for leadership.

Adult education need not -- in fact, should not -- be elaborate in
its organization, content or setting. -A beginning might be made as
part of the refocused rural program. As the Education Act suggests,
elementary schools could be used for these purposes, or other public
buildings, even wats, Nor would the problem of teachers be an
obstacle, Salaries for Laotian instructors are by American standards
almost infinjitesimally small; part-time instructors, for example, now

receive 750 kip or $1.50 per month.




The village teacher or a literate Buddhist monk provided with a
slight bonus payment, might be the logical choice for carrying the
adult education program into the Lao communities, Perhaps there is
also a place in this scheme for the so-called "fundamental educators,"
multi-purpose workers operating under the primary school inspectors
and now lacking clearly defined functions, These men, who appear to
be highly motivated and often of superior caliber, may well constitute
a valuable reservoir of competence and energy. A re-evaluation of

their role might well be undertaken by USAID.

Even where no regular teacher is available some progress could be
made, for every Lac community has at least one literate person whose
prestige could be served by making him the adult teacher in his com-
munity. The missing ingredient, the texts, could be easily supplied
by a modification of the elementary texts already developed by USAID

in cooperation with the Lao government.

We suggest that, at the least, an experimental program of adult
education should be attempted. On the U.S. side such a program should
be the responsibility of a USAID staff member working with the Tao

authorities, preferably sitting as an adviser in the Education Ministry.

Similarly, a literacy and education campaign within the armed
forces merits strong consideration, Earlier propeosals have for some
reason met with difficulties on the U,S. side, while there is indica-
tion of acceptance of the concept and even of enthusiasm on the part
of many Lao military. The "school in a pack" idea which the Education
Division has been promoting recently appears worthy of support. If
implémented it could have a strong effect on the attitude, morale, and
discipline of the FAR, not to speag of its practical usefulness,
Realization of such a project would, of course, require the approval
of the Education Ministry, and the support of the Ministry of Natiomal
Defense and of the General Staff, while implementation would have to

be left to the judgment of the regional commanders.

Ongoing English-~language instruction programs for adults, both

civilian and military, could also be stepped up to provide an instrument




for professional advancement and a tightening of links between Laos

and the United States,

Training of Govermment QOfficials

In discussing the problem of Lao government effectiveness (see
Chapter 3) 1t was recommended that USAID take the necessary steps to
assist and advise the RLG in improving the technical skills and effi-
ciency of its officials., Much of this could be done through the
development of the Royal Institute of Law and Administration, and
through the services of a Public Administration Division operating out
of USAID, which would concern itself primarily with training. The
experience of USOM/Bangkok with the training of local government offi-
cials in Thailand could séerve as reference material. And it might be
desirable to make arrangements for Laoc officials, such as the chao
muong, to attend Thai schools for local government officials -~ the Nal
Amphur Academy neer Bangkok, for example. An exploratory survey of
this possibility showed that the Lao government, on its own initiative,
had been considering the use of these Thai training facilities and
that the Thai government had responded favorably. Exploitation of this
opportunity would be facilitated by the program for regional administra-
tive training centers in Thailand. The first of these regional training
programs was actually under way in July 1965 at Nongkai; opposite
Vientiane. The convenient location of this site for Lao officials
residing in the Vientiane area made it possible for two Lac officials
to participate in the training program. In choosing sites for these
Thai training centers, the possibility of Lao participation should be
taken into account, Thus, sites on or near the Mekong river would
provide easy access from the Lao side and be convenient for any such
Thai-Lao regional training arrangement, Also, informal discussions
between Lac and Thaai officials indicate that training facilities in
Thailand for government officials at the provincial governor level
would be opened to Lao participation for short-term seminars. By’
beginning a Lao-Thai program "at the top," its effectiveness and
acceptability throughout the RLG might be materially enhanced, Thus,
while creating closer ties between Thailand and Laos, this form of

regional cooperation could materially enhance the effectiveness of




the RLG, At the same time, U.S. support for such a program in
Thailand would provide the United States with continuing and suffi-

cient leverage to give it purpose and direction. -




Appendix C

RELATTIONS WITH LAC BUDDHISM

Buddhism is the state religion of Laos. The Buddhist Church, with
its 8,000 monks and 10,000 novices, is the second largest organized
group in the country (after the FAR). 1Its organifation parallels that
of the BRLG, with a hierarchy of officials ranging from village to
district to province to the Patriarch in Luang Prabang. Buddhist leaders
are respected at all levels of scciety, and in particular in rural areas
where the wat is the center of community life. Buddhism in Laocs is not
as dynamic as in some other Buddhist countries, in part because of the
low level of education and backwardness of most members of the Buddhist
clergy. But, although Buddhism is relatively quiescent as’a political
force, it 1s still a major social institution throughout Laos. It is
impossible to travel through the Lao cbuntryside without being struck
by the fact that the wat is, ordinarily, by far the largest, best con-
structed, and best tended property in the Lao village. Clearly, the
monks have an extraordinary ability to mobilize the villagers' resources

and energies and to organize them in achieving communal goals.

Both the BRLG, which maintains a Ministry of Cults in charge of rela-
tions with the Buddhist movement, and the Buddhist hierarchy itself,
are anxious to preserve the present apolitical character of the Lao
Buddhist movement. There is evidence of some rumbling beneath the
placid surface, however. In June 1965, a Lao Buddhist Youth Association
made its appearance prior to the national elections. The founders of
this organization included cabinet members, political and business
leaders, and FAR officers. From time to time, there are reports of
Pathet Lao attempts to influence the Buddhist hierarchy and, particularly,
the rural clergy. These efforts have so far met with little success.
Finally, the active role of the Buddhist movement in South Vietnam in
the national affairs of that country has not gone entirely unnoticed

among Lao Buddhists,

Reliable information concerning trends and undercurrents in Lao

Buddhism, and continued effective RLG influence with Buddhist leaders,




are necessary lest Lao Buddhism unexpectedly emerge one day as a
disruptive pelitical force. Consequently, Buddhism cannot be ignored
in Laos or taken teco lightly. Moreover, Buddhist comprehension and
support can lend a legitimacy and sanction to the RLG and its programs.
What is needed is a low key, low cost, low risk appreoach that would
provide continued contact and influence for the U.S, Mission and the

RLG with the Lao Buddhist movement.

In its relations with Lao Buddhism, the U.S. Mission should work
closely with the RLG authorities, particularly the Ministries of Cults
and Education, to aveid alarming the RLG or weakening Buddhist dependence
on RLG material support and authority. WNevertheless, on the local level
close working relations between Americans and the clergy will often prove
desirable; and at a higher level, contact by Senior Mission officials
with Buddhist leaders could be used to demonstrate U.S. interest in

Lao Buddhism and to generate support for U.S. policies in Laos.

Suggestions for a modest expansion of U.S. activities involving
Lao Buddhism dre presented below. As experience is gained, a better
basis will emerge for assessing the potentialities of work with the

Buddhists and designing programs to realize them.

AN INFORMATION CAMPATIGN

In Laos today, Buddhist sanction for RLG programs and objectives
is probably the greatest contribution that Buddhism could make to the
RLG. 8ince the Buddhist Church is highly structured, support at local
levels is most likely to be forthcoming only if senior Buddhist
officials instruct their subordinates that it is desirable. According-
ly, every effort should be made to keep Buddhist leaders informed and
bring them in on planning concerning RLG social and development
programs. One specific device that should be considered is placing -
material concerning these programs in the two Buddhist periodicals

which circulate among the Buddhist clergy throughout Laos.

SUPPORT FOR BUDDHIST SOGTIAL ACTION

Lao Buddhism has a traditional interest in community and social




development. Village priests could be led to take a more active role
in support of BRLG village programs. In particular, they could play an
important role in an adult education campaign. Consideration should’
also be given to the particiéatiOn of young and energetic Lao monks

in the current Thai program of training Buddhist monks for operating
their own version of "Mobile Development Units" in rural areas. Al-
ternatively, a'similar Lao program might be inaugurated. At present,
efforts to enlist Buddhist support for social programs are modest.
USAID support, in additiom to that given now by USIS and the Asia

Foundation, might be useful in furthering such efforts.

SUPPORT FOR PALI AND WAT SCHQOLS

So-~called Pali schools (Buddhist seminaries) and wat schools
(supplementary primary schools with monks as auxiliary teachers) are
qualitatively poor but quantitatively extensive. Even the former are
not purely religious institutions since many of their graduates.either
re-enter civilian life or become teachers in wat schools. Support
through RLG channels for these institutions, particularly in teacher
training, provision of textbooks, and developing courses in practical
subjects related to village life would be a useful adjunct to the
ﬁSAID education program and an effective means for giving RLG support

to Buddhism. ) p

THE BUDDHISM INSTITUTE

The Buddhist Institute in Vietnam is Laos' institutioﬂ of advanced
Buddhist educaticn. It now has some %30 students but is sadly lacking in
fun&s, qualified instructors, and teaching materials. The Ministry of
Education has ambitious plans for its future, featuring the development
_of a curriculum stressing Far East Buddhist civilization and the Buddhist
role in community development, and has Fepeatedly requested assistance
for the Institute and its staff. One possibility for U.S. assistance
is to provide needed instructors in English, The U.S. Mission might
also consider whether it can give formal support to teaching-assistance

from other countries.






