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. .THE PREFACE

The Mission was sent to Southeast Asla to study the needs 6ffthé-Eféglfbrfémérgehéjf;f
economic and technical assistance which would SRR EES SRS i

1. Quickly strengthen and expand the economic life of ‘the area and improve_thé' »\
conditions under which its people live; : ' L

2., Strengthen national governments in the area by helping them rehebilitate énd i
develop the productive resources of the area and by helping them provide improved

services to their people; and

3. Demonstrate concretely the genulne interest of the United States in the
welfare of the people of Southeast Asia,

No ceilings were established in advance on the amount that could be recommended
for any one kind of assistance, or for total assistance to any country, or to the wile
region. Proposals were judged in terms of (a) the immediacy and kind of effecg;lxkely
to be obtained; and (b) limits on the amount and kind of assistance each country could

promptly absorb.
The recommendations made were reached through the following steps:
1. Discussion of over-all function of Mission with Embassy Staff;

2. Discussion of function with officers of the National Government, including
a formal meeting with the Foreign Minister and with the Prime Minister, and with any

planning or economic development board; »

3. Submission of specific project proposals prepared by the staff of the 1nd1vidual'v
ministries in varying degrees cf detail; : Co

4. Extended discussion of content end priority of projects in their relationship'f7?”
to each other, including amendment of project proposals; : R S '

5. Preparation of recommendations by member of Mission; and,fff,' >'

6. Consideration and adjustment of recommendations by memberS'6f Miés1oﬁ1éit£iﬁé{,:
as committee, e R T
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SUMMARY OF REPORT

1. A major revolution is raging in Vietnam with substantial military forces en-
gaged on both sides. The revolutionaries (Viet Minh) are led by Communists, but the
ma jority are probably non-Communist. Their ardent nationalism and antagonism toward
the French asre so strong that they have accepted Communist leadership in their struggle
to drive the French from the country and achieve complete independence for Vietnam.
Apparently the majority of the population is sitting on the fence, vhile even the
"pacified areas" are honeycombed with agents or sympathizers of the Viet Minh. (Section

I, A).

2. French militery forces control the masjor population centers and lines of communica-
tion, but only a "political solution" is likely to bring an end to the conflict. If the
majority of the Vietnamese can be convinced that the Bao Dei Government will be able to
achieve real independence for Vietnam and provide a competent government for the country,
the fence-sitters may declare for Bao Dai, and the non-Cormunist elements in the Viet
Minh may withdraw their support from Ho Chi Minh and turn their nationalist fervor to
censtructive political and economic activity. (Section I, A).

3. As a whole Indochina is still a fond surplus area, although production of rice
and corn is-down somewhs from prewar levels as a result of wartime deterioration of
facilities, civil strife, and the resultant interruption of communications, (Section I,

B).

4. Militery expenditures are heavy (partly paid for directly by the French), and
the various civil budgets are badly unbalanced, with the French making up the budget
deficits. During 1949 the rise in living costs nearly came to a halt in Vietnam, fol-
lowing the application of direct controls, including import controls, price controls,
and a modest system of rationing. (Section I, C). '

5. - Prewar exports of rice and corn to France and French colonies were very large
and made an important contribution to France's balence of psyments. These food surpluses
might be of great importance to the food deficit areaz of China. (Section II, A).

6. Indochina is strategically important, for it provides a natural invasion route
into the rice bowl of Southeast Asia should the Communists adopt this form of aggression.
Morecver, it has great politicel significance, because of its potential influence, should
it fall to the Communists, on Theiland, Burma, Malaya, and perhaps Indonesia, (Section ‘

1I, B).

7. The over riding political problem of the day is the settlement of the revolution
end the re-establishment of law &nd order. (Section III, A).

8. The most urgent economic problems ere rehabilitation of recently "pacified"
rurel areas, extension of medical and health services, rectification of import shortages,
reconstruction and extension of telecommunication facilities, and the rehabilitation of
industry. In the long run, there is need for more adequate and better balanced economic

development. (Section III, B).

9. France continues to provide most of the outside economic aid furnished Indochina,
(Section IV).
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10, The aid which the United States has extended to France through the ECA 1s of
major assistance to the French in carrying the present load in Indochina, but little
U.S. ald has been given to Indochina directly. (Section V). .

: ll; A program of technical and economic aid estimated to cost $23,500 000 for the
15 months ending June 30, 1951, is recommended. (Section VI),

12 The recommended program of rural rehabilitation (to cost $l6,l§0;bd6)fin¢iudes
(Section VI, A). : SRR

(a) plowing service, repair and construction of irrigation facilities;'
" well drilling, and the like; ,

(b) provision of medical and health facilities through dispensaries,}:
- clinics, and maternity centers; P ??

(c) provision of agricultural supplies such as fertilizers, farm toold
seeds, and cattle vaccines; and o

(d) the rehabilitation of dwellings.

_13. Assistance is required in health and medical problems beyond that propoééduin
the preceding section. (Section VI, B). b

:ih, Additionai agricultural assistance is also needed. (Section VI, C).
k‘ls; Costs of the above three prdgrams are estimated as follows:

(a) medical and sanitation supplies and equipment, $6,000,000;

(v) engineer units for rural rehabilitation, $3,500,000;

{c) -agricultural supplies, $3,050,000;

(d) rice mills, $2,000,000;

(e) short-term road construction, $l 000 000, and

(f) technical equipment and supplies and training alds, $600 000. (Sebtionf
"~ VI, D).

,igﬁiuofher programs recommended are:
- (8) import commodities, $2,500,000;

t (v) telecommunications, $1,000,000;

~(c) 50 trainees, $250,000;

j‘f""(d) industry, power, and transportation, $3,100,000; and

v

(e) expanded USIS activities, $500,000. (Section VI,,D#.E;,E“;G)
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17. . The factors most seriously limiting U.S. ald programs are

(a) the sbsence of law and order and the demands of the political éﬁd;
military effort on money and official time; . . B ST

(b) the lack of experienced administrative and technical personnel;
"(c) the antagonism of the Vietnamese toward the French; and,

(d) the opposition of the French to technical experis from _couniries
other tham France. (Section VII). T

18. To have the maximum effect on the internal political situation, American aid
should arrive quickly, should be well publicized, and should be distributed through-
the National Governments in order to build up the prestige of these Governments end to
attract nationalists to Bao Dai. France, which has had long experience and which 1s
currently pouring large sums of money into Indochina, has a responsible role to play in
connection with any economic aid, but should not be given control nor allowed to insist
on gquadripartite arrangements unacceptable to the local governments., (Section VIII).

19. In addition to the expanded USIS activities previously mentioned, there is need
for an expanded information and public relations activity to explain U.S. interest in
Indochina, what it is undertaking, and why it is undertaking it. This will require not
only delicate handling, but more handling, more people, and more equipment, (Section

IX) .

20. U.S. economic and technical aid programs in Indochina must be directly admin-
istered under a single responsible Chief of Fconomic Mission. It is recommended that
the ECA set up the field organization and appoint the Chief as 1ts representative., If
the local governments agree, Jjoint bodies should be set up with U.S. representation in
connection with the administration of aid programs. (Section X).

BRCERSSIFIED
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'I. THE CURRENT SITUATION

A, Political Situation

Indochina came progressively under French control as the result of French conquests
beginning in 1858 over part of Cochinchina (South Vietnam), and continuing until the
final acquisition of Laos from Thailand in 1893. (Two western provinces of Cambodia
were added in 1907)., Five administrative units were established by the French, of which
one (Cochinchina, the richest) was gouverned as a colony, and the other four (Tonkin,
Annam, Cambodia, and Laos) nominally as protectorates, although under highly centralized
direct French administration,

During the war, and especially during the period of full Japanese control in 1945,
the already existing rationalism of Vietnam (by far the largest part of Indochina)
received a tremendous impetus. Complete independence was declared for Vietnam in early
1945, under Japanese sponsorship, and, after the Japanese surrender, independence was
reaffirmed under the leadership of Ho Chi Minh, a Moscow-trained Communist, who had
attained great popular brestige by his effective leadership in the nationalist cause.

Vietnam was occupied by British and Chinese troops at the end of the war and 1its
independence was not recognized by the French. By the end of 1946 French troops were
able to relieve the British in Cochinchina, though they were opposed by the guerilla
activity of nationalist rebels, which has continued to date. DNorth of the sixteenth
parallel, Chinese troops had permitted Ho Chi Minh's Government to operate, and it was
this Government which signed an agreement permitting French forces to return to North
Vietnam, in return for which the French Government recognized "the Vietnam Republic as
a free State.,.forming part of ...the French Union." As a result of disagreement over the
interpretation of this agreement of March 6, 1946, hostilities broke out in Tonkin and
Annam at the end of the year. .

On March 8, 1949, the ex-Emperor of Annam, Bao Dai, signed an agreement with
President Auriol whereby he would return to Vlietnam as chief of state in exchange for
certain French''concessions, including the unification of Cochinchina, Annam, and Tonkin.
This agreement and subsequent agreements with Cambodia and Laos recognized the three
states as "associated states within the French Union" with full internal sovereignty and
limited diplomatic representation. French citizens and citizens favored by treaty were
to have extraterritorial Privileges before the law, and French citizens were granted
national treatment and breferences in other respects, Ultimate control over interna-
tional defense and foreign policy rested with the French, and certain matters, including
customs, treasury, immigration control, et cetera, were to be later determined by a
Joint conference of the three States and France.

The form of the government to be established in Vietnam is not yet decided, await-
ing the action of a freely elected constituent assembly when established. Provisionally,
Vietnam is headed by a "Chier of State" Bao Dai, formerly Emperor of Annam. The other
two States are constitutional monarchies with popularly elected assemblies, The Cambodia
National Aséﬁﬂiﬁf?E‘Eifiéﬁfii/aigggi;gal The powers and functions whose transfer 1is
envisioned in the March 8 agreements are being progressively turned over to the govern-
ments of these three States,

INBERRSibip
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These concessions have not been enough for Ho Chi Minh and for a substantial number
of other Vietnamese leaders. Rebellion against the French, and against the Vietnamese
cooperating with the French, has continued full-scale since December 1946 and has at
one time or another touched most of Vietnam and spilled over the borders into Laos and

Cambodia.

'feday, the population of Vietnam is deeply divided, with substantial military
forces engaged on both sides, with rebel (viet Minh) guerrillas, agents and sympathizers
honeycombing the whole country (including Saigon), and with large numbers of people,
including msny political leaders, sitting on the side lines refusing to commit them-
sieves yet to either side. Complicating the picture is the Communist affiliation of
Ho Chi Minh and some of his top leaders (including General Giap, his Chief of Staff),
the impression made by Communist victories in China, and the beginning of support for
the Viet Minh by Chinese across the border a support taking the form of arms deliveries
and the use of Chinese territory for escape, regrouping, rest, as a base of operations,
and, reportedly, even the provision of strategic emplacements for artillery.

B. Economic Situation

Even today, people do not starve in Indochina, except in some areas of Tonkin
province where there has long been a food deficit and where destruction, disruption of
product’on, and interruption of imports from Cochinchina have seriously reduced food
supplies. As a whole, Indochina is a food-surplus area; even with a civil cont'lict raging,

people have enough to eat.

Production of rice is down somewhat from previous levels. In Tonkin, this results
from wartime deterioration or destruction of villages, farmhouses, and many productive
facilities, either during the fighting or as part of the Viet Minh "scorched-carth"
policy. It also results from the fact that substuntial areas are still in Viet Minh
hands or are currently fields of combat. In Cochinchina, the other big rice-growing
area, production is apparently high, althougs some falling off has undoubtedly occurred
es the recult of transportation barriers, which prevent the rice from moving out and
therefore prevent the earning of money with which consumer goods can be purchased.

It is zhis transportation problem that affects export surpluses most. The rice
norrally moves out of the producing areas in barges drawn along the network of canals
to the mills near Saigon. Because it was feared that the money obtained by sclling the
rice produced in the great plains of the Transbassac region would go to support the
Viet Minh, which is quite active in thet region, the French have enforced a blockade
apainst the movement of Transbassac rice. The consequence has been that far less
Cochinchina rice has been marketed than usual, and there is therefore almost none for

export.

Corn production is dcwn and exports almost stopped, for the higher corn country is
generally in Viet Minh hands, or at least outside the area of effective police protec-
tion. The phosphate and metal mines are in Viet Minh hands. The coal mines are
graduelly being rehabilitated, but do not yet produce enough for domestic consumption.
Some rubber plantations have been destroyed, but others are prodiucing as virtual armed
camps, and rubber exports are running at the rate of some 40,000 tons a year., Potential
rubber production is estimated as approxiuately 115,000 tons per year. '

C. Financial Situstion and Counterpart Prospects

The military and political situation in Indochina dominates financial developments.‘
Conditions of security have not been established; French military expenditures ure

UNCLASSIFIED
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heavy; and Indochinese budgets, local and rational, are sharply unbalanced. This has
resulted in an expansion of purchasing power to an amount which, despite substantisl net
transfers and payments abroad (see below under Currency Issue), could not be absorbed
by the supply of goods and services available in Indochina without increased prices,

Prices were rising steeply until about July of 1949, and, although they have since
leveled off, inflationary pressures are still strong and are likely to increase during
the coming months, in part because Government expenditures, including those associated
with U.S. aid programs, will no doubt have to be financed by inflationary means., More-
over, measures have been put into effect strictly limiting the flight of capital to
France. This movement of capital had been somewhat deflationary in effect.

1. Public Finapce

Independent fiscal operations are conducted in Indochina and various levels of
Government. North, Central, and South Vietnam each administers its own tax and expendi-
ture system, and the National Government of Vietnam now does likewise. Prior to the
revolution, separate budgets were maintained by 56 provincial governments--20 in the
south, 26 in the north and 10 in the center--and some 3,000 villages and municipalities.
Today & large number of village and municipal budgets do not exist insofar as the
Governments of France and Vietnam are concerned, because the Viet Minh controls the
areas concerned. FEach of the States of Cambodia and Laos has a national budget and,
as well, budgets applicable to lower levels of Government.

These budgets are established and administered by single political entities, each
of which derives some revenue from the area under its jurisdiction, but depends also
on subsidies from the central budget, solely under French Jurisdiction and control, and
applying to the Associated States of Indochina,

The major share of the deficits in the budgets of Indochina is financed by the
French Government., A part is financed by the Indochinese Treasury, which obtains funds
from the Bank of Indochina under French Government guarantees. The Treasury's debt to
the Bank of Indochina at the end of 1949 was approximately Ps (piaster) 4 billion, or the
equivalent of U.S. $200 million (at the official rate of exchange of U.S. $1 to Ps 20),

~ In 1949, ordinary expenditures of the tri-State budget, which appears to be larger
than the sum of all other civil budgets in Indochina, are estimated at nearly Ps 1,900
million, while ordinary revenues from current sources are estimated at gbout Ps 1,600
million, :

Nearly one-third of ordinary expenditures of the the tri-State budget or Ps 620
million, was devoted to the maintenance of peace and order, of which Ps 120 million
went to repay the Indochinese Treasury for outlays on Deace and order incurred in 1945
46, Government services, amounting to Ps 465 million, accounted for one-fourth of
ordinary expenditures and the balance vas devoted principally to the maintenance of
Public structures, roads, and to costs of administration,

About 90 percent of current ordinary revenues was derived from customs duties and
excise taxes, receipts from the former amounting to more than Ps 800 million and
recelpts from the latter to almost Ps 450 million,

Ordinary expenditures of the tri-State budget for the whole of 1950 have not yet
been budgeted, according to the French, pending discussions to be held at the Interstate
Conference. However, in respect to the first quarter of 1950, the ordinary portion of
the budget 1s in balance at an annual rate of Ps 1,380 million with all revenue derived

UNEERSSFirp
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from current sources., This rate 1s smaller than actual annual expenditures in 1949
and the decrease is largely due to the transfer of governmental functions to the three

assoclated States.

The extraordinary section of the tri-State budget shows expenditures of Ps l,hOO
million during the fiscal year 1950 (July 1, 1949 to June 30, 1950), chiefly for the
purpose of rehabilitating public property, including railway rolling stock, buildings,
and roads. Extraordinary expenditures are entirely deficit-financed.

2. Dalance of Payments

The most significant inflationary pressure is generated by virtue of the infla-
tionary financing of the military effort against the Viet Minh, 1In 1949, total piaster
outlays by France (purchased from the Bank of Indochina), primarily for military pur-
poses, amounted to some Ps 5.3 billion (U.S. $265 million) at the present rate of
exchange, distributed as. follows:

: " Billion Piasters Million Dollars

French Army . . . . v v v v o v o o o0 o & Ps 2.9 $145.00
Partisan Troops . . e e e e e e e 0.9 45.00
Tri-State Extraordinary budget e e e e e 0.9 45.00
Local budgets (for peace and order). . . . . 0.6 30.00

TOTAL « v v ¢ v v o o o « & Ps 5.3 $265.00

These expenditures are decisive for the Indochinese balance of payments, and were
sufficient in 19%9 to offset the current account deficit with the franc zone, in respect
to which the invisible deficit and the trade deficit each amounted to more than Ps 2
billion. Balance-of-payments deficits with non-franc currency areas were financed by
Fraence in an amount equivalent to approximately U.S. $20 million in 1949, of which $8
million went to the doller area, $6 million to the sterling area, and $5 million to all

other areas.

In the foreseeable future, there is little prospect that Indochina's international
accounts can be restored to their prewar balance. Over the last 3 years the trade
deficit hus steedily increased, rising from Ps 501 million in 1947 to Ps 1,190 million
in 1948, end in 1949, with imports valued at Ps 4,000 million and exports at Ps 1,100
milllon, the deficit rose to Ps 2,900 million, or the equivalent of U.S. $145 million,

Foreign Trede of Indochina
(million piasters)

Yeaf * Imports Exports Deficit
1947 967 466 501
1948 2,360 1,172 1,188
1949 3,946 1,129 2,817

The volume of exports during 1947-49 was much less than in previous years; in 1948
their volume was 40 percent of 1938 and in 1949 (rate of first 10 months) 29 percent of
1938. On the other hand, the increased value of imports has been matched by an increase
in their volume, from 11( percent in 1948 (using 1938 as a base of 100) to 154 percent

in 1949 (rate of first 10 months).

UELSSThep
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3. Bank Credit

The inflationary effects of deficit financing and French military expenditures
have been reinforced by the extension of private credit, Commercial banks in Indochina
during 1947 extended new credits amounting to approximately Ps 100 million; the nat

increase in new credit during 1948 amounted to Ps 250 million, and, in 1949 to Ps 265
million.

4. Currency Issue

The large volume of funds created by the governmental authorities and the banks
was very substantially extinguished through the purchase of piasters by the Bank of
Indochina in exchange for funds which covered net payments and transfers abroad. In
1949 such net payments and transfers amounted to Ps 5.4 billion. Accordingly, during
ths year, the currency issue of the Bank of Indochina increased by only Ps 560 million.
But during the Tirst two months of 1950 the currency issue rose by Ps 650 million, from
Ps 3,843 million on December 31, 1949, to Ps 4,496 million on February 28, 1950. Heavy"

drawings on thke Bank of Indochina by the Indochinese Treasury--for military expenditures--

were mainly responsible for this sharp increase.
5. Direct Controls .

Some effort has been made to restrain the rise in prices by the application of
direct controls. All imports which require the expenditure of non-franc foreign exchange
are subJject to price control. All imports from Frarce and other parts of the French
Union which require an import license are likewise subject to price control. From
France, import licenses are needed for a small number of commcdities, including nonferrous
metals, chemical products, flour, nilk, and a few other items. From other parts of the
French Union, the most important comrmodity for which an import license is needed is sugar.
Domestically produced commodities are a2lso subject to price control, notably rice, coal,
salt, cement, meat, coffee, copra, and soap. In addition the French have introduced a
modest system of rationing and allocations.

However, enforcement and operation of control regulations is not effective, especi-
ally in view of the highly unfavorable political conditions existing in Vietnam.

6. Cost of Living

During 1949 the rise in living costs rearly came to a halt in Vietnam. A ma jor
factor countering the inflationary pressure was the substantial increase in the volume
of imports. Another factor believed to be important was the backing up of rice stocks
resulting from the French blockade of rice movements from the interior to the ports, a
blockade imposed to prevent the collection of tolls by the Viet Minh. The cost-of-living
situation is less unfavorable in the south than in the north, where, even before the
revolution, rice was not produced, in exportable quantities. Transport and communications
throughout Vietnam are hindered by security conditions, and rice does rot move in adequate
amounts from the south to the north.

7. Financial Aspects of an Aid Program

It is doubtful that the inflationary effects of a substantial addition to public
expenditures needed to carry out an aid program could be materially offset by

(a) reducing other governmental outlays for civil and military purposes;: ,”;

(v) increasing tax, customs, and other tax-type revenues;

- Bemssigy
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: -(c).‘bbftéwingvfrom the public; or,
(@) restrictions on the expansion of commercial bank credit.

The military and political situation dominates the level of governmental outlays,
and a possible improvement in the utilization of public funds would play only a minor
role in determining the level of such outlays. If all government departments are
transferred to Vietnam during 1950, an additional burden will be put upon public ex-
penditures, since the Vietnamese, without sufficient experience, will be undertaking
pew and difficult responsibilities. If France retains the Government Departments or
unduly delays their transfer, opposition to French rule will be intensified, and
military expenditures in particular may well be larger than in 1949, It is taken for
granted that militsary expenditures will, if anything, increase in the future--because
of Chinese aid to the Viet Minh, perhaps in response to our aid program, and because of
increased support for the rebels if negotiations at the interstate conference do not
bring results acceptable to the moderate nationalists.

Any significant enlargement of tax and tax-type revenues would need to ccme from
custon duties and excises, and possibly some worthwhile sum might be derived from the
fiscal monopolies. Present high levels of money income to Indochina would permit rate
and duty increases at existing prices, but this involves knotty considerations, It
seems unlikely that the French or the Vietnamese would be willing to chance a disturbance
in the current cost-of-living situation. If prices recommence their upward movement in
1950, excise revenues will increase, while receipts from customs duties will remain
dependent upon the foreign value of imports. The economic situation in France permit-
ting, the French would no doubt prefer a higher level of Indochinese imports to raising
customs duties, especially as American aid would make the former course relatively fea-

sible.

An enlargement of revenues from better tax and customs administration, particularly
tax enforcementi, is & possibility, but not one to be ccunted on. A reform program
would require the cxposure of prominent figures, both in official positions and in
private life; dbut widesprcad corruption at all levels of government and business makes
it difficult to find an initial force for reform. Also necessary to a reform program

is widespread ecceptence of, and loyalty to, the Government in power, a situation not

existing in Indochinsa.

A capitel merket has not been developed in Indochina. If it were proposed to sell
Government securities, the effort would have to be directed toward banks, particularly
the powerful Benk of Indochiras, and a relatively small group of wealthy Indochinese, since
the unequel distribution of wealth and income does not allow the accumulation of savings
by the bulk of the population. Under the best of circumstances it would be difficult to
gell securities in the cbsence cf forceful measures, legislative or otherwise, and the
tesk is even more formideble when the financial instituticns concerned are almost wholly

owneda by foreigners.

The possibilities cf impousing restrictions on benk credit need further examination,
but it is not likely, iu any event, that much can be accomplished. Bank credit in
Indochina 1s extended lergely to finznce foreign trede and real estate construction,
with some credit for export rehebilitation ectivities. The main aim would be to restrict
credit for finencing unessential imports so that funds already in existence would be
used to buy these imports. On the assumption that the authorities are empowered to im-
puse selective credit controls, restrictions would encounter stout opposition from the
powerful French importing syndicates in Indochine,

UNCZESSTee
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In view of the above, 1t would be desirable--as an anti-inflationary reasure--to
sell aid supplies to the fullest possible extent, bearing in mind, however, that sales
prices need to be fixed at levels which do not defeat the political objectives of the

ald program,

.

This raises the question of the sources from which to derive sums of local currency
which are needed in addition to the sales proceeds of aid supplies. If the additional
sums needed are large, they cannot, in all likelihood, be obtained by a possible improve-.
ment in the use of public funds; or by an enlargement of tax, customs, and other tax-
type revenues; or by borrowing from the public.

Insofar as public credit is concerned, a new bank of issue, primarily to replace the
privately owned Bank of Indochina as the note issuing authority, is to be established
when the Interstate Conference is held, us provided by the terms of the March 8 agree-
ment, The conference was supposed to be held in March 1950, but has been deleyed. The
issues to be resolved, in respect to several matters, are extremely difficult, ard the
conference, if held, may lead to a further deterioration in the political situation.

In any case, the French are opposed to vesting the new bank with broad powers, notwith-
standing the desires of the Vietnam Government, and its potential ability to extend
credit must be regarded with some reservation, '

It 1s an open question whether existing and potential cash balances held by the
Vietnam Government are large enough to supply, in whole or in part, the local currercy
to support economic or technical-aid programs, since the relevant informa‘ion was not
supplied to the Mission. In this connection, the French claim that the Vietnam Goveri-
ment has resources which it is not willing to use, or which could be used for more
worthwhile purposes. At a minlmum, this implies that the matter of cash balances is a
bone of contention between the two parties.

On balance, it appears that the most likely source of local currency funds will
be the French Government, unless aid is made available to Vietnam without active French
participation. 1In this event the Vietnamese would have a powerful poiltical incentive
to supply the local currency needed, whatever sacrifice is involved, and conceivably
might drastically reduce public outlays for other purposes.

Cambodia and Laos supplied practically no worthwhile informa*icn of a financial
character to the Mission. Both countries claimed their national budgets were unbalanced
and that the deficits were supplied by France. Local currency needed for aid programs
carried out in the two countries will undoubtedly have to be supplied vy France.

II. ECONOMIC AND POLITICAL SIGNIFICANCZ OF INDOCHINA

A. Economic

Indochina is normally cne of the three major rice-exporting countries (with Thailand
ard Burma) of Southeast Asia's "rice bowl" . 1Its great exports, reaching 1,762,000
metric tons of rice and paddy in 1936, have normally gone to feed the rice-eating areas
of the world under French control, for its rice has cost too much to compete readily in
free markets, at least before the war,

These rice exports were important to the consuming areas; they were important to
France, which might otherwise have had to find sterling or dollars (as at present) to

purchase the needed rics; and they might be of great importance to the food-deficit areas ~i
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of China - a fact that can hardly be ignored in the light of China's despefatefneéd for
food today, and in the light of the expansionist, imperialist nature of the Communism
that hes already engulfed China, . - .

Before the war, Indochina also produced much corn, which went primarily to France
for fodder (exports reached 557,000 metrictons in 1936). It produced coal (1,725,000
metrictons exported in 1936). It produced rubber (57,900 metrictons exported in 1938). .
And it exported some tin, iron, salt, zinc, cement, tea, and dried fish.

Although not a major earner of foreign exchange before the war, Indociiina was
helpful to France in producing substantial quantities of goods for which France would
otherwise have had to expend {oreign exchange. Its economic revival as a saver or &as
an earner of foreign exchange +ould contribute substantially to that better balance in
world trade which ERP and other U.S. and iuternational economic programs are intended

to help achieve.

B. Political

Indochina is politically important in several ways. First, it 1s a former colonial
area in which a new pattern of cooperation between East and West 1s being attempted.
The success of this effort will markedly affect Western prestige and Western influence
in the whole of Southeast Asia, 1In the Philippines, in Indonesia, in Burma, less
Western ecciomic or political control remains than is envisioned by the March 8 agree-
ments in indochina. If these agreements can be implemented in cooperation vith a
unitz=d people in each of the three countries, much mutual advantage can be gained by
both parties, and the possibilities of increasing world cooperation in voluntary acsocia-
tion of both Emstern and Western countries will be enhenced. On the other hand, if
French influence is increasingly opposed and if the result of attempts to compromise is
a widesprecad revulsion against the West, Vietnam, Cambodia, and Lacs may draw away from
association with Western countries and may seek the will-o'-the-wisp of "neutral" isola-
tion, or may be drawn into a powcr bloc that intenti .nally sabotages genuine interna-

tional cooperation,

Second, Indochina provides a natural invasion route into the ricebowl of Southeast
Asia, if the Communists in China adopt this form of external aggression. In centuries
past, invesions have come down the coast from China. Cochinchina itself is one of the
greet food-surplus producing arees, and control of its surpluses rdght appeal mightily
to the famine-siricken Chinese. Moreover & Communist-controlled Indochina would have
a potent impact on the development of Communist influence and power in Thailand, Burma,
Msleya, and perhaps in Indonesla, even if no overt invasion of those areas occurred.

Political developments in Indochina, therefore, may help or hinder greatly the
eventual development of a& truly United Nations organization, and they will certainly
offset the future orientation of the other States of Southeast hsia.

[II. DOMINANT POLITICAL AND ECONOMIC PROBLEMS

A. Political Problems

The over-riding politicel proulem of the dey, and the problem that must be Bpréd"
before any substantiel economic recovery or development can take place, is the conflict
reging in Vietnem and touching Caumbodia end Lsos es well, s I I




' The Bases of the Conflict

“indochina faces a world in turmoil, with a powerful and potentially unfriendly
neighbor, and yet is fettered by its legacy from the past.

Vietnauw, Cambodia, and Laos look far back in history to their independently devel-
" oped cultures and traditions and vant again to live lives independent of each other,
despite the advantages that would derive from common or at least coordinated economic
and financial policies, and probably also from coordinated political policies.

The French in Indochina look back to a history of colonial administration in which
they take great pride, and during which the economic resources of the arca were sub-
stantially developed, public health was greatly improved, education of an "elite" was
encouraged, and the three countries drew real benefits from economic and political
integration. There is a natural desire on the part of the French not to see these
advances wiped out by an extremist, unrealistic nationalism and by hastily conceived
economic and political policies,

The Vietnamese, Cambodians, and Laotians look back on French control with a
Jaundiced eye, understating its contributions and magnifying its political and economic
restrictions. Fired by an intense nationalism that so far is Primarily negative, a
reaction against control, they naturally tend to give less than enough attention to
planning and carrying out positive, constructive policies.

Finally, the fairly recent past has also narrowed the possibilities of mutual
adJustment, Tfor the virulent disease of Communism has infected some of the most effec-
tive and popular leaders in Indochina, a country where there are too few leaders who
are either effective or popular. .

. The French have a large stake in prestige, in investments, and in their responsi-
bility to the peoples with whom they have long worked. They are understandably reluctant
to pull out until the three governments are going concerns, able to carry their full
burden both domestically and internationally. The Vietnanese want the French to leave

us soon as possible, and feel that everywhere, including the military field, responsi-
bility is being transferred much too slowly. The Communist-led rebels (vho include

many non-Communists) take the same view but much more violently and uncompromisingly,
Besides their extreme and impetuous nationalism, of coursz, ths rebtels are more and

more committed to .the inflexible Cormunist lins,

Among all three troups, deeply felt emotions have beer so exacerbated that reason
and mutual accommodawnion have been unable to play anything like their proper part. These
fetters from the past, made up of old idealc and dreams and now heavily encrusted with
emotion, greatly hinder the working out by all ‘non-Communist grouns of what, to an
outside observer, might be a thoroughly fair and reasonable.solution.

2. The s.iution being attempted in Vietnam

(Because Vietnam is by far the largest of the three States and because the threes
elements that must be reconciled are most irreconcilable in Vietnam, the following dis-
cussion pertains only to that count:,).

French policy has been to find and support those responsible and respected leaders
among the Vietnamese whose nationalism (ardent amorg all) was not so unreasoning as to
make impossible an evolutionary adjustment to "independence within the French Union."
The French sincerely believe that Vietnam will derive important advantages from its

W,



association with the other countries within the French Union.and that the strength of =
the whole Union will thereby also be enhanced. R . -

Beo Dail, formerly Emperor of Annam (one of the three parts of modern Vietnam), and
now called "Chief of State of Vietnam," believes that the status negotiated with the
French and spelled out in the March 8 agreements will be beneficial to Vietnam. He is
supported by a number of respected and able Vietnamese leaders and by a substantial part

of the population.

He is not, however, a French "puppet,” although he 1s regarded as such by many
Vietnamese and other Asiatics; since his vigorous protests to the French have never been
made publicly, and since he has falled to elicit from the French firm promises of future
concessions where French aid and cooperation will halp Vietnam, Bao Dai seeks it. Where
he believes that the French are not acting in the best interests of Vietnam or are not
acting fast enough to turn over the reins of agreed authority, he is quick to protest
vigorously. The continuous popular pressure resulting from the more extreme natlonalist
demands of the Viet Minh, the widespread antagonism to and suspicion of the French, and
the continuing need to win over the fence-sitters by evidence that he is able to forward
Vietnam's independence and interests, combine to push Bao Dai and his government into
continual efforts to wring more and faster concessions from the French. That complete
freedom of action is not achieved by him does not at all mean that he is subservient to
French demands. Quite the contrary, he is making continual demands of the French.

On the other hand, Bao Dai sees-in Ho Chi Hinyﬁa rival leader, who has been and
still is personally immensely popular and yet who is Moscow-trained, apparently a devoted
Cozmunist, relying on a clique of avowed Communists, and heading a "government" that has
bien recognized by Moscow and by Communist China as the "legitimate" Government of Vietnam.

The possibility of compromising with such a group, without losing effective control
to them, is very small; and their control of the country would mean a foreign domination,
and a vicious and unremitting kind of domination, that would be worse’ than any of which
the French were ever accuced and certainly far worse than any of the French controls
envisioned under the March 8 agreement. Some of the "fence-sitters" have stated that
the reason they do not comnit themselves to Bao Dai is that they wish Vietnam to receive
2 status cormperable to that of India, Pakistan, and Indonesia, others are still walting
it out, not teczuse they want Ho Chi Minh to win, but because they are afraid of being
egainst hinm If he does win. They alco fear immediate reprisal and even assassination
from Viet Minnh zgents, who they believe are everywhere, It is no wonder that Bao Dail
welcomes French military eid in quelling the rebellion cf such a group.

me Viet Minh is strong, well led, well orgenized, well ermed. It receives aid
from China znd from sympathizers all over Indochina. It receives indirect aid by virtue
of the very fect ilet meny personelly unsympathetlc Vietnamese are afraid to commit
themselves to support Bac Dzi, for fear of what mey heppen to them either now or after

Bzo Dzi's militery and police forces are growing. They are being armed and trained

the French, enéd ere being given more and more responsibility, both for policing and

ni-line eciion. Tney are not yet strong enough, however, to stand up to the

-4 Mirh elone. It is only honest to say that, today, however general would be Bao Dai's

pport in e felr and secret election, his goverrment could not last long if French troops
ire

ew from the countiry.

elism end Moscow Communism, there is another force influencing the

Besides natione
chine., This is Chinese Comrunism.

situstion in Indo

UKL ey
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According to previous estimates there are between 600,00Q and 1,000,000 Chinese
in Indochina. They are hardworking, aggressive, competent, shrewd. They dominate
much of the business in the country. Some 200,000 to 300,000 of them 1ive in Cholon,
the twin city of Saigon.

Although they live and work in Indochina, few of the Chinese®minority feel any
deep loyalty to the country, They owe allegilance to friends, family, and business as-
sociates, many of whom are in China. Unlike similar groups in Thailand and Malaya,
they have never been active in the political life of the country. Moreover, Communist
doctrine and practices are presumably a threat to their business interests. Neverthe-
less, pressures may be exerted on them from Communist China and through Communist
organizers to make them a potential subversive force. It would be very surprising if
uiie Chinese minority now supported the government of Bao Dai,

There is always present, woreover, the unlikely possibility of outright invasion
from the north. Long-standing antipathy exists between Chinese and Vietnamese and the
Vietnamese hold bitter memories of the looting by Chinese Nationalist troops in 1945
when they occupied all of Tonkin and parts of Laos and Annam down to the sixteenth
parallel after the Japanese surrender. Such an invasion would undoubtedly go far to-
ward uniting the people of Vietnam in opposition to any group that was allied with ‘the
invader. On the other hand, inasmuch as the Chinese Cormunists are nrobably well aware
of the antipathy that exists towards China and the Fear of Chinese imperialisnm, they
may well maintain an officially correct attitude and hold out prospects of friendly
relations as an additional drawing card for Ho. This policy would not prevent the
Chinese Communists from continuing to supply Ho with material and sczme technical assist-
ance,

In the meantime, however, the bresence of a strong, modern French Army near the
northern border gives many Vietnamese a feeling of security against at least one danger.
This is clearly recognized by Bao Dai and by the other leaders who support his policy
of working for Vietnam with, not against, tne French.

The situation boils down to this: : .

() The French are gradually turning over much responsibility to Bao Dai and his
Government, but retain certain bovwers as Freach Union powers. Prominent among these
Powers is military defense of the area against internal and external aggression;

(b) The Viet Minh wants the French out completely, wants no part of the French
Union, and wants to control the country for Cormunism (and probably calculates correctly
that only the French are now strong enough to deny Eo Chi Minh this control);

(c) Bai Dai wants as much authority for a Vietnamese Government as possible, but
knows the country would be lost to Cormunist control if the French Unicn now withdrew
its military support., He supports the March 8 agreements, but will undoubtedly continue
to press for an evolutionary interpretation of those agreements, as fast as he believes
the Vietnamese can themselves maintain law and order in the country, and administer its
affairs,

In this situation, the balance can only be shifted and a solution achieved by
(a) Military suppression of the Viet Minh, by the Vietnamese 5o far as Ppossible,
. 8and backed up by the French so far as rilitarily necessary. This is apparently feasible

only in the accessible dareas that contain the majority of the population, food produc-
tion, and industry; or
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(b) Convincing erough fence-sitters and enough of the non-Communist nationalists
in the Viet Minh that Bao Dai can and will promote Vietnamese national interests, as
fast and as far as is feasible, given Vietnamese military and political effectiveness.,
This "political solution" is the one for which both Bao Dai and the top-level French

are striving.
B. Economic Problems

Indochina's economic problems are partly short-run, resulting from the deteriora-
tion, destruction, and disruption brought about by the war and the recent civil turmoil,
and partly long-run, based on inadequate or unbalanced economic development. Some. of
the short-run problems, particularly, are also military or political problems in the
sense that solving them would contribute to the ‘solution of the military and political

problems outlined above.

1. Rural Rehabilitation

The most urgent short-run problem is the rehabilitation of farmsteads and villages
in the Tonkin delta area. The war with Japan and the recent fighting with Viet Minh
forces, especially when the latter withdrew and scerched the earth behind them, have
resulted in an enormous amount of destruction of homes, water buffaloes, farm equipment,
and water and electricity supply systems. Many of the inhabitants of affected regions
fled to escape from the disorders, and they return to take up former occupations when
the area is pacified., Those who remained and those who fled have both suffered serious
losses from which they now are attempting to recover; but they are lacking many of the
essentials of recovery. Aid is nceded both for rehabilitation of public services (health
supplies and medical facilities, water supply, electricity supply, repair of roads,
irrigation ditches and dikes), and to start the farmers producing again (preparation of
the land for cultivation, housing materials and services, fertilizer, farm tools, seeds,
animal vaccines, repair of rice mills).

2. Health Services

Quite epert from the special rehabilitation needs of areas recently pacified, there
are elso general rceds for better health and medical supplies and services throughout
Vietnem, Cazbodia and Laos. Wertime destruction and neglecl of hospitals, clinics and
treining institutions, and limitations on imports of certain supplies and cquipment,
because of Toreigrn exchange chortages, have resulted in a deterioration of the health
end medicel services now evellable in those three countries. Moreover, the three local
governments are now beginning 1o undertake the responsibility for operating a consider-
gble proportion of the heslih services of these countries, services formerly provided
bty the Frenck, Thaey see the peed not only to regaln prewer levels of scrvice, but to .
provife more and better gervice. Maleria is prevelent in upland areas and other diseases
ere commom outside of the mzjor cities. Infant meortality is high. Although a health
rorren ic ecsentislly lorg-term in nature, an immediate stert oo it would have bene-

vrogren ic
ficizl politicel effects. Mobile units and tenporary clinics would bring emergency aid
1o many neglected areus, end the experience gained during this first period would be in-

veluehble in developing & long-range progras in the health field.

3. Import Shortuges

Certuin fields of reconciruction end economic sctivity are held back by shortages
of imporied commodities., This is purticulerly true of the cottage textile industry
(shiort of cotton yurn and rew £ilk), of power end trensportation (short of petroleum
producte), end of reconstruction of housirg, tridges, and public buildings (short of
grlvanized sheetling end steel reinforcing ters).
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The supplies of these commodities have been limited by the shortage of foreign
exchange, despite French assistance on the franc trade deficit and ECA assistance to
the French Union as a whole on the dollar trade deficit, Encouragement to Production
and reconstruction is barticularly important novw, when both unemployment and a lack of
consumer goods and housing are severe, .

Supply and distribution of moderate quantities of such products would give an im-
mediate impulse to production and construction, )

L, Telecommunications

One of the particularly critical economic problems of the area is the reconstruc-
tion and extension of its telecommunications, This 1s important on political and »
military, as well ag economic, grounds, Outside the major cities, telephone and tele-~
graph wires, all above ground, have generally been cut. Radio is the only practicable
means of telecommunication, ‘Radio facilities are, however, quite inadequate,

Radio communication facilities among magjor towns are heavily over lcaded, and
messages are consequently often delayed. No rapid communication at all is available to
most small towns and villages, The people there get their news by rumor or by mail,
They have relatively 1ittle way of knowing what their government is doing for trem, or,
in fact, who 1is in control of the government. They do not learn quickly or fully
about the successive transfers of control from the French to the local governrments,

Their inability to get information is matched by their inability to make their views
known to the government. For them to feel any sense of identity with the government,
to experience any participation on which their loyalty nay base itself, they must be
able to communicate more easily with the major centers of political activity.

Similarly, the government is unable to spread information about its own or the
Viet Minh's current or impending military activity, or to get brompt news of rebel
attacks on isolated villages,

Improved radio communication among the major towns, and between %he towns and
villages, would benerit commerce and travel greatly. It would also assist the govern-
ments of the three. countries to keep in touch with much more of the Population, broad-
casting information ang news, and getting back in turn quick reports of local political
and economic conditions., 1Its military value, in keeping track of rebel movements and
speeding aid to beleaguered villages, would alope Justify a substantial expenditure in
this field. .

5. Rehabilitation of Transportation and Industry

Two important bottlenecks in the economic life of Indochina result from the destruc-
tion of bridges (highway and railroad), small craft, and port equipment. Imported mate-
rials and equipment are needed to rehabilitate these key elements in the transpeortation
Bystem. Foreign trade would be facilitated thereby, but internal trade and travel would
be helped even more, and there would also vesult some military benefit.

Power and 1light facilities in most areas have deteriorated or been rartly destroyed
during the last 10 years. Shortages of bower and light constitute barriers to industrial
activity and also affect military security.

Cg{tain mines (especially the phosphate mines in Tonkin and the Laotiap coal mine -
near Vintiane) need rehabilitation or development so that they can supply minerals
\
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urgently needed within Indochina. A small amount of money and effort quickly applied to
these mines could have an important and prompt economic effect. ‘ , o

6. Knowledge of English

An urgent economic-political problem in Indochina is posed by the almost complete
ignorance of English by any non-French personnel’other than top government officials.
This is an important handicap in many technical fields, in trade and tourism, and in
government. It severely limits the possibility of non-French speaking technical experts
doing their most productive work in connection with aid programs, and it means that
very few Indochinese students can profit from study in the United States, England,
Canada, etc., Moreover, it prevents the development of better acquaintance with and
understanding of westerners other than Frenchmen., Familiarity with the English-speaking
world, its history, government, attitudes, business, technology, etc., might make a real
difference in the attitudes of Indochinese toward the possibilities of mutually benefi-

cial cooperation with the West.

There is today a great enthusiasm for English in Indochina. No store has a French-
English dictionary in stock; English bobks and magazines are snapped up, what few can
be imported. And the few English classes that are offered, such as those given in
Saigon at the Seventh Day Adventist Mission, are Jampacked and have long waiting lists,
Provision of English teachers and teaching materials would be one of the most effective
ways of stimulating economic development and the growth of internationalism in Indochina.

IV. AID CURRENTLY BEING EXTENDED TO INDOCHINA
FROM SOURCES OTHER THAN THE U. S.

Since Vietnam, Laos, and Cambodia are now recognized as Associated States within
the French Union, since France has important economic interests there, and since the
French have long trained and provided technicians and advisers, as well as administrators,
for the various governmental services in Indochina, it is only to be expected that
France would still be providing much economic and technical aid to these three countries,
Some 1,200 Vietnarmese and 100 Cambodian students, for example, are reported to be now

studying in France,

As Government functions are transferred from the High Commissariat (French) to the
Government services of the local governments, substantial numbers of French personnel
ordinarily are also transferred--sometimes as advisers, often in line positions. The
future need for foreign advisers is clearly anticipated in the March 8 agreement with
Vietnam, erd the similar agreements with each of the other two governments, which spccifies

that:

"The Vietnam government will apply, in the first place, to subjects of the French
Union every time it needs counsellors, technicians or experts in public services and
establichrents or in enterprises having a public character concerncd with the defense

of the French Union.

"The priority granted to subjects of the French Union will only cease in case the
French Goverrnment ic unable to supply the personnel required.”

0f course, these are advisers, who are to be paid by the Vietnam Government, so 1t
pav be pomewhst mislesding vo consider them &s one form of technical "assistance.”

WWELASSitiey
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On the other hand, France is currently meeting the major share of the budgetery
deficits of three local governments, contributing about $30 million to these individual
budgets in 1949, 1s financing the tri-State extraordinary budget, to the extent of $hs
million in 1949, and is providing substantial dollars, with ECA aid, to cover certain
imports from dollar areas, is supporting the piaster at an artificially high rate vis-
a-vis the franc, and is spending some $410 million on Partisan troops and on its own
military effort in the area.

This is clearly important economic aid by France. How much of it cculd continue
if ECA were not in turn aiding France is another question.

The United Nations and the specialized agencies are not providing any economic or
technical assistance to Vietnam, Laos, or Cambodia, except for a fellowship granted by
the United Nations which is enabling a Chief of Section of the Ministry of Finance of
Cambodia to study forestry in Canada this year. It is true that France offered in the
March 8 agreements "to put forward and to support the candidacy of (Vietnan, Cambodia,
Laos) when the latter conform (s) with the general conditions set out by the Charter of
the United Nations for admission to that organization”; and that associate menbership
has already been arranged in the Economic Commission for Asia and the Far East (ECAFE),
and. the three Governments have been admitted to membership in the World Health Crganiza-
tion. On the other hand, the priority reserved for French Techniciesns, noted above,
may operate to limit any assistance the United Nations and specialized agencies might
otherwise be prepared to extend. Even the offer of the United llations International
Children's Emergency Fund (UNICEF) to provide $457,900 for a child-feeding and anti-
tuberculosis vaccination campaign in Indochina has apparently not been taken advantage
of.

V. AID CURRENTLY EXTENDED BY THE UNITED STATES

Practically no American governmental aid of any sort is now reaching Indochina
directly. It is true that some ECA aid is provided indirectly through the French Unicn
program, but the United States gets no public credit for this ard has not local repre-
sentatives to see that is is used wisely, Mcreover, ECA aid irdirectly kelps France
finance the military and other governmental expenditures she is now z2king in Indochina,
but the United States gets no local credit for this and presumably wants ncre. No other
U.8. Government aid is supplied to Indochina. Cambodia is its2lr raying the expenses of
three students who are studying corn hybridization in the United States.

There are a few U.S.-supported private religious missions that are active in Indo-
china, supplying medical and educational services. These include the Seventh Day
Adventists and the Christian and Missionary Alliance. The Azerican Feundation for Over-
seas Blind has provided Braille publications and equipment, and the World Student Serv-
ice Fund has provided certain textbooks for colleges and faculties in Vietnam. There
were six Vietnamese students studying in the United States in 1948-49, but it is not
known under what sponsorship,

Lo UNGEASSIF1cp
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'VI. RECOMMENDATIONS FOR EMERGENCY AID .

Swnmary of Progfam Reccumendations
1. Rural rehabilitation

(a) Medical supplies and equipment including
mobile units, buildings for clinics, water
purification equipment, educational sup-

Plies . & v v v v o 4 v e e e e e e e

. $6,000,000

(v) Engineering units for 20 centers, includ-
ing tractors with equipment for land pre-
paration, irrigation ditch repair, and earth
moving equipment for dike and canal

operations . . . . 4 v 4 e 0 e 8 e e e e 3,500;@00Jf%‘f
(c) Agricultural supplies including fertilizers, ‘ o
seeds, farm tools ... . e e s e s e e e e ‘3,050,000
(d) Ricemills . . . . .« v« v v v o oo o' v 2,000,000

(e) Short-term road construction. . . . . . . .. 1,000,000

(f) Technical equipment, publications, training

aids for use in implementing aid projects 600,000

$16,150,000 $16,150, ooo |

2. Commodities including cotton;and cotton yarn,
reinforcing stecl, -galvanized sheeting, raw silk T
BNA POL. + v v v v 4 4 4 et e e e e e e e e e e e e e e e e e e e 2,500,000
3. Telecommunications - rchabilitation and extension :; .‘ '
Of present SYSLOM . 4 4w o « o « o = o s+ o s o s & o o s s s+« o+ 1,000,000

4.  Trainees to U.S. (50 at $5,000 each) . . + v « v ¢« ¢ o o = o« + «» o 250,000

5. Power, light, and engincering projects for mines, ports,A
bridges, etc. . . . . . . 0 o v e e s v v e e e e e e e

6. Funds to supplement present USIS activities, . . . . . ... }n. .« .. 500,000

TOTAL  + + « « o v o o o o o s s o+ v . $23,500,000

..+ . . 3,100,000

A. Rural Rehabilitation and Agricultural Improvenment

1. General ObJectives

This program 1s designed to follow in o pacif‘ed area as soon after the conclusion
of militery aperations as conditions permit, to holp the rural people re-establish them-
selves and carry on their accustezed occupations. It zinms principslly at helping them
to meet thedir froedinte problems of livine and Lo bulld up production to a high level.

Iv is ’nrc seen that complete recovery from the doonged -uviition» now existing in many

uo
orcas %11 require § to 10 years, The soundest fn.A of a!d under such a situation would
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COnéist‘of assistance to measures which help the people re-establish production with
the expectation that, out of the returns of production, they themselves will gradually
find the means of acquiring the many things now needed,

2. Locations Where Operations Should be Undertaken,

The present disturbed conditions in the countryside, now prevailling over a consider-
able part of Vietnam, Cambodia, and Laos, greatly limit the extent to which the proposed i
program can be successfully operated. Furthermore, from a political point of view it |
1s more important that such a program be established in some areas than in others,

Taking these two factors into consideration, it is recommended that the initial opera-
tions be underteaken in accessible portions of the Tonkin Delta, with a few centers in
bacified portions of Cochinchina if conditions permit, It is recommended that, sub-
sequently, the program be introduced into othe, areas as quickly as they are pacified

and provision can be made to do so,

3. Types of Activity

(a) Engineering. Plowing service, with mechanized equipment, as a pilot
operation undertaken in 20 centers, where war has caused a serious
shortage of draft animals and farmers find 1t difficult to bring land

back into cultivation,

The repair and construction of irrigation facilities, possibly
road repair, well drilling and other types of activity, making use
of mechanized equipment largely available for the above operations,

(b) Health, Dispensary and raternity services through lccal clinics former-
ly existing in these areas, which need to be rebuilt and Sirengthensd;

Mobile clinics; hospital service in hospitals lecated in principal
centers, existing before the war, which need to be rebuilt angd
strengthened; health and Sanitation Education;

(¢) Agricultural Supplies. Ammonium brosphate fertilizer: 5,000 tons for
delivery to meet meeds of the rice Crop transplanted in June and July,
largely in the Tonkin Pelta but also in Cochinchina; 15,000 tons for
rice crops planted the following winter and carly summer,

Farm tools and equipment: hand tools arnd simple implements, some
of them of improved types, to be procured in Japan for immediate use
before local production is available, and for demonstration; assistance
to local blacksmiths, supplying iron and simple blacksmith equipment,
to assist them in getting back into the productica of tools comonly used
and understood,

Seeds; vegetable seeds to be imported, to meet shortages as found
to exist in areas being rehabilitated, Improved seeds of field crops,
as rice, w{ll be obtained largely from lccal sources,

Vaccines for the control of rinderpest of cattle and other anima]
diseases, which can be produced by the Pasteur Institute in Indochina,

(a) Rehabilitation of Dwellings. Piaster loans to purchase the most essential
timbers for simple structures, Hauling or leveling services (performed
by engineering unit),
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Nh, Organizatidh Recommendations

(a) Responsibility for carrying out the specific proJects developed under
"each of the above four categories should be assumed by the appropriate
government agency, or by a private agency, such as the Pasteur Institute,
where 1t excels and has facilities,

(b) ‘Over-all responsibility for coordinating the different categories of
activities in this program, and for providing the administrative and
executive staff in field centers, should be assigned by the government
to an appropriate agency which would take steps to see that this
coordination and administration is effectively provided for.

(c)’ In the field, the program should be carried out through centers estab-
C lished in the principal city of each province, and through subcenters
in each of its subdivisions, of which there usually are between three

and five,

(d) The programming of United States aid to specific projects in this program
’ should be the responsibility of & mixed nggiieion, in general based on

the pattern developed by the Join’ Commission on N Rural Reconstruction

in China. This Commission 1 should opérate under &n agreement with

the United States cconomic mission which agreement defines its area of
responsibilities and relutions to the economic mission. Attached to

this mixed commission shduld be a corps of specialists -- Indochinese,
French, and Americans -- who would advise the Commission on proJjects,
supervise the use of United States ald, and give technical assistance

to sponsoring apencies,

(e) In order to gain from this program the greatest possible political
benefit, it should be carrled out under some appropriate name, preferably
including some well-conceived catch phrase which could readily be
publicized (suggestion: "People's Recovery Aid Program"). It should
be publicized by & substantial effort in information and training aids,
through such medis as posters, comic books, leaflets, film strips, radio
and motion pictures,

5. Justification

The need for reconstruction of arecas devastated by fighting ic described in Section
111, B, 1, above. Aid in rural rchabilitation will increase stability within recently
pacified arcas and lessen the difficulty in keeping order. At the same time, news of
improved conditions on the Vietnam side will filter over the lines, possibly making the
populaticn less cooperative with the Viet Minh forces and more eager to get on the Vietnam

side,

Perhaps most important of ull, a substuntisl program bringing effective assistance
to those who neecd 1t should increase the prestige of the Bao Dai Government and gain for
it the adherence of puatriots thuat are sware of the country's problens und wish to align
themselves on the side that does scmething about them, These reascns Justify efforts
to push this program on the largest feanible scule, pregressively into us cany areas as
permitted by conditions,

Afd fn carrying oul o progrun of rural rebs ation in recently pncifled areus

l * L]
i1itnt
has been requested i o general letter to Lhe U S. Econente Survey Mission freoo the

Vietnazese Gecretary of Stete for Agriculture, weitten gt the request of His Majdesey
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Bao Dai; but no specific plan for this program, containing recommendations for assist-
ance has yet been received. The proposals here presented are based on discussions and
information obtained in Indochina, and on experience with the rural reconstruction pro-
gram of the Joint Commission on Rural Reconstruction in China. Before any program can
be undertaken in Indochina, agre ~ont on its general outlines must first be secured,
Then, it will be necessary to define specifically the localities within the general
area of the Tonkin delta ahd Cochinchina where operations can first begin; and agreement
must be sought with the French military authorities as to when their responsibilities
for rehabilitation cease, and when these responsibilities are taken up by the civilian
administration under Bao Dai.

Obviously, for success, a program of this sort will require a great deal of imagina-
tion, patience, determination, and encrgy. It is not to be expected that the most
effective program pcssible will be hit upon in all its details at the beginning., Six
months or more may be required for the Commission to think through its problems and
devise the most effective ways of meeting them., With determinaticn, however, it should
be possible to overcome difficulties and establish a progran which not only will be
useful in solving this immediate problem of rehabilitation but also uay assist the newly
established government services of these countries to develop an action program designed
to help the mass of the people,

In connection with this program it is believed that a careful study of the experience
of the Joint Commission on Rural Reconstruction in China.will offer useful suggestions,

The selection of representetives to serve on the Commission is a ratter of the utrost
importance. The American member should be French-speaking, have a wide knowledgze of
rural programs, be interested in the objectives of the program, and prepared to work
cooperatively with other nationals for its success, Some resistance ray be encountersd
to the idea of having an Amecrican serve on this Commissicn, It Prob2bly will te found
true that the French will have the best Jjudgment and the soundest Sucgestions in a large
number of cases. However the Chief of the U. S. Economic Missicn should have his cwn
representative on this Commission to advige him on appropriate action, as w21l as to
bring to the work of the Comission another viewpoint and the contributions: which the

right kind of an American might make,

The suggested list of activities does not include action by the Government on social
problems such as land reform, arrangements to eliminate usiricus rates of interest, and
action which lessens the harmful effects of the monopolistic control on rice marketing
now held by Chinese merchants. The present does not appear to be an appropriate time for
the newly established government to attempt action on such ratters but they will eventual-
ly require actior if living standards of a considsrable proportion of the peasants in
Indochina are to be appeciably raised. A rural program will be greatly strengthened by
the addition of erffective action along these lines.

B. Health (In addition to the Rural Rehabilitation Program)
1. General ObJectives

The Governments of Vietnam, Cambodia, and Laos are now beginning to undertake re-
sponsibility for operating a considerable proportion of the health services of these
countries, includirg hospitals, clinics, and training institutions. It is recommended
that aid be glven, supplementing what is available from other sowrces, to provide the
medical supplies and equipment to the extent needed for the operation of these services
during the period contemplated in the present aid program. If available, it is recom-
mended that piasters be allotted to help with the rebuilding and furnishing of certain

UNEERSSIEID
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of the required structures, destroyed during the war, especially for structures needed
to provide trained personnel and services in the rural rehabilitation program. _If
needed, the use of appropriated funds for materials and furnishings that have to be

obtained from abroad also is recommended.

2. Justification

Requests from each of the three States of Vietnam, Cambodia, and Laos place high
priority on assistance in meeting health problems. An appreciation of health services
was developed under the French regime, when medical work on different levels, including
training, was established. Many of the facilities then established were destroyed dur-
ing the war with Japan or subsequently. These Governments now are anxious for assist-
ance to rebuild hospitals and training centers and the services of the Government through
which these programs are carried out. However, assistance to this program, which is
essentially long range in nature, has a deeper justification of extreme importance. This
justification applies at least equally to the development of agriculture, Communism now
derives its principal following on the issue of nationalism., Economic distress at the
present time is mentioned in Communist propagenda, but it is secondary. Nevertheless,
the need for rural reform programs is urgent, as was apparent in the Mission's trips in
the rural areas in the Tonkin Delta and in the countryside around Saigon. Farmers in
Vietnam are living in unjustified poverty and distrccs only in part because of the present
disturbed conditions. Some of this distress arises from a lack of attention to health
problems. Related to i' are the existing conditions of agriculture. A great deal of
improvement can be brought about through u development of irrigation, control of animal
discases, distribution of improved sceds, and the use of commercial fertilizers. The
current poverty, however, is also due to usurious interest rates, monopolistic control
of rice marketing by Chinese merchants, and high land rentals. In the conditions created
by this situation there exi:ts an {ssue of which the Communists may some day decide to
take advantage, if it happens that the present issue of nationalism has less popular
appeal, If the Bao Dai Government, on the other harl, scizes the initiative in this
matter and egtublishes itself as the government of rural reform, it will possess a
tremendous advantage that would be useful now and possibly still more useful later.
Although long range, therefore, assistance to the development of an effective government
program and services in both the fields of agriculture and health could have o very
importunt short range effect. It should not be overlooked, furthermore, that the year
{mmediately ahead will be formative in these Governments, and aid given at this time
could help mould these essential services more quickly and directly along lines that
would be soundest and most useful in the future,

3, Comments

The Chief of the U, S. Economic Mission should secwure for his staff a high caliber
public health specialist with experience qualifying him to advise in a situation such as
now found in Indochina. As in other cutegories, funds should not be cormitted to any
progranm of aid until the outlines of that program and the type of assistance required
are agreed upon. Undue haste In this matter may lose an opportunity to insure that the
ald is used for the most useful purposes possible and to help influenc~ the development
of government services along sound lines.

C. Agriculturc (In addition to the Rural Rehabilitation Program)

1. Gerneral ObJectlvers

The Governments of Vietnam, Cuzbodia, and Lacs have assumed or shortly will assume
cesponsibility for operating the governnont scrvices in sgriculture of these countries.
Tuis will include the operation of exjerirent rtations, research laboratories, field

WetAssyg
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extension services, and training centers. Many of the structures used in this program
wvere destroyed or damaged during the war, and cquipment has been lost or destroyed., It
is recommended that substantial assistcnce be given toward the supply cf technical equip-~
ment, supplies, and reference material needed for the rehabilitation of these services
during the period of United States aid., If available, it is recommended that piasters
be provided to assist in the re-establishment of essentiel structures, particularly of
institutions or establishments which supply information, material (such as vaccines) or
trained personnel required for the operation of the rural rehabilitation program,

2, Justification

Statements Justifying expenditure for health program and services, made under the
preceding heading, apply equally here; little more need be added. '

D. Procurement Recommended for Rural Rehabilitation, Health, and Agricultural
Improvement Programs :

To assist in carrying out the abouve three types of programs,.the following categories
of equipment and supplies are recommended for procurement, using appropriated funds. It
is recommended, however, that no procurement be initiated until general outlines of the
programs into which they fit have been agreed upon between the Chief of the U. S. Econonmic
Mission and authorized representatives cf the other governments concerned, and until
agreement also has been reached on the kind and quantity of material to be procured.

' The amounts recommericd are approximate total amounts required, based on presznt infor-
mation. It should be understood that even changes in the amounts may be necessary sub-
sequently, arising out of changes in the situation, new information, and discussions
with the other governments concerned.

Amount
1. Medical and sanitation supplies and equipment, (u. s. $)
(including mobile units, cducational supplies,
building supplies). . . . . . . . . . . .. ... .. »$6,000,000
2. 20 engineering units, for pilot operations .

(including tractors with attachrents and parts,
for land preparation, $2,000,000; and earth

moving equipment for irrigation ditch repair, C
dike operations, and canals, $1,500,000). . . . . . . < . . 3,500,000

«

3. Agricultural supplies (20,000 tons ammonium

phosphate $2,000,000; farm tools, largely from

Japan, $1,000,000; vegetable seeds, $50,000). . . . . . . . 3,050,000
boRlcemills. . . . . . . . . . . .. . ... . « « a e . 2,000,000

5. Short-term reconstruction of roads. . . . . . . . . . . .. 1,000,000

6. Technical equipment and supplies, and publications
and training adds . . . . . . . .. .. 0.0 600,000

1. Medical and sanitation supplies and equipment ($6,000,000)
(a) Justification, This item covers assistance to Vietnam, Cambodia, and Laos.

It includes medical and sanitation supplies for hospitals, clinics, and
training centers; equipment required for the same institutions; supplies

INGtassigp
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and equipment needed in the rural rehabilitation program, including
vehicles and equipment for mobile clinics; materials and furnishings
procured abroad for use ir rehabilitating buildings. In a program for
the people this item appcars to deserve very high priority. It was
mentioned prominently in every request received. It will bring direct
and immediate benefit. Properly applied for purposes of agreed programs
it will aid the newly formed governments build up programs and services
to support them, thereby increasing their prestige and strength.

Comments; An exact list of the supplies and equipment required for these
purposes has not yet been compiled. The compilation of this list, based
on programs in which it is agreed they shall be used, should constitute
oné of the first tasks of the Mission after it is established,

2. Engineering Unite ($3,500,000)

(a)

(b)

i
greding or leveling of bui

Justification. A pilot operation made up of 20 units of mechanized equip-
ment is recommended. The equipment will be mainly of two general cate-
gories: equipment to prepare land for planting; and equipment for the
moving of earth, in the repair of irrigation systems, the building of
dikes and the like, The purpose of this program is not to introduce
mechanization in the cultivation of rice. It is an emergency measure,
designed to meet the present shortage of animal power in Vietnam, No
feasible way is seen to replace the water puffaloes needed on farms, and
the use of mcchanized equipment appears, after study, to be an effective
measure that can be employed for the purposes indicated. Since a sub-
stantial emount of land is out of cultivation and public works are in
disrepair, it is expected that the use of these units will contribute
significantly towerd the rehabilitation of these arecas. At the same time
their use will serve to dranntize this rural program and call attention to
aid that is being given. Items of equipment sugrested include, for each
center: 5 tractors; 5 sets of disc plows; 5 disc harrows; 1 Martin ditcher;
2 wagons; 1 leveler; end spare paris. The ertimated cost includes the

cost of POL.

Corments. Carceful atiention to the sclection of the proper types or

types of iractors used is essential, to insure that they are suited to a
condition under which they will be used. In the Tonkin area it appears
likely thet several types of tractors would be best in one center, from
the Cub or Ferrell type to lerger types of about 44 horscpower, Experience
in the operaticn and repelr of these Llypes of mechanized equipment does
not row exist generelly; and & complete organization to handle the pro-
Ject will be reguired. Some reechnicel assistance in developing the

necessery persennel and maintenance facilitiec cen be cupplied by private
ferm equipnent cempanies cotebliched in the grea. It ic envicaged that
the setc of cguipment will be distributed emong 1he subcenters of the
Province ir espote most reeded. One of the dutles of the person in charge
Ye to study needs end opportunities end provide for

the fullest porsit z
desired object, Tnece cer
of lendg; the repzlr snd oo
canels; the kzuling of L.

of each unit should 5

1e uce of the eguijment in services which achieve the

ne vices might include the plowing and harrowing
truction of irrigution latercls and emull

¢ metericls, fertllivers etc.; and the

¢ sites end egricultural land. 1t probably
will be found decireble o 1r, with the operaticn of not ebove ) or 10
of the units, &dd.ng otheres as needrd snd possible, until the total number
is in operaiion.
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3. Agriculturel Supplies ($3.050,000)

Justification and Comment. Fertilizers ($2,000,000). Farmers in parts
of Tonkin and Cochinchina are to some extent familiar with the use of
superphosphate, originally from the phosphate rock mined in Tonkin.
Indications are, however, that nitroger may contribute even more to

an increase of yields; so ammonium phosphate would appear to form
nearly the ideal fertilizer for this region, especially since it will
leave no acid residue in the soil, This opinion is strengthened by
resulls obtained in Kwangsi Province of China, to the north, where soil
conditions are similar, Soils will almost certainly respond well to
its application, though experimental data have not been presented,
Farmers in both Tonkin and Cochinchina spoke of the need of fertilizers,
and the average rice yields of Indochina are only about one-third the
average yields of Japan. Since this type of fertilizer is new, a
certain amoun: of demonstration may be needed; and therefore it is
recommended th:.t only 5,000 of the 20,000 tons be brought in for the
rice crop which is transplanted in June and July., Studies will be
required to dete.mine the proportions which should go to Tonkin and

to Cochinchina. .1ince haste will be necessary if procurement is to

be effected in time to arrive by June, it is suggested that agreerent
on this item be sougi* by the Mission and procurerment initiated at the
earliest possible moment, :

Farm Tools ($1,000,000). The need for attention to the supply
of farm tools and implements arises out of the sncrtage created as
the result of destruction and loss during the war, especially in
Tonkin. Hand tools and farm implements are usually make by black-
smiths, found in many places throughout the ccuntryside, A part of
the amount requested is to be used for the purpose of ircn and steel
and for simple smith equirment necded to get these blaclksmiths back
into operation. A larger part is intended for use in purchasing in
Japan a selected list of tools and implements belisved to ke adapted
to use in Indochina, for imrediate distribution. It is suggested
that the first order be limited in quantity but include a rather wide
selection of types of the following: shovels; rakes; grubbing hoes;
weeding hoes; hand-propelled paddy weeders; plows for paddy fields;
pedal-driven threshing machines; small power-driven rice huskers; and

" small power-driven rice volishers. Refaerence iz made to a catalog pre-

pared by the "Jepan Export Advancement Association of Agricultural
Machinery and Implements," of-which a ¢opy has been left in the American
Legation, Saigon. 1In selecting the individuzl items to be imported,
farmers in parts of the country where they are to be used should be
consulted, not officials in Saigon or Hanol.

Seeds ($50,000). Improved varieties of rice have been developed
in experiment stations of Indochina and are available for distribution.
They should be sought and used, 1if possible, to distribute to farmers
lacking seed of this crop. Vegetable seeds, on the other hand, often
are difricult to supplv from local sources, Furthermore, a number of
varieties obtainable abroad have b.zn found to be suitable for use in
countries like Indochina. It is recommended, therefore, that appro-
briate varieties be imported in quantities that caa be absorbed. Action
to procure seeds, however, should be preceded by a careful investiga-
tion of types and varieties most likely to be useful, and of quantities

likely to be absorbed,
W@Sﬁﬁr
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"4, Rice Mille

Rice is the principal crop of Indochina. The agricultural economy, therefore,
depends largely on the production and processing of this product. Owing to the lack
of maintenance, war damage, and antiquity the rice mills of Indochina cannot produce
to capacity nor can they maintain the quality desirable for export. The mills are in
the main over 40O years old. This results in-a very high percentage of broken rice which
bringe & substantially lower price on the world market. At present the mills have suf-
ficient capacity to mill the rice that is currently flowing into Saigon-Cholon, but
should the blockade on rice movements from the Transbassac region, currently enforced
by the French, be lifted in the future, the mills would not be able to handle the rice

production.

Practically all rice mills are located in or near the Saigon-Cholon area. This
necessitates the transportation of large tonnages of paddy husks to that area and in
many instances the reshipment of paddy husks back to the rural areas. With the con-
struction of new rice mills studies should be conducted to determine the feasibility of
locating the rice mills at concentration points in the rice-producing areas rather than
adding to the concentration in and around the Saigon-Cholon area.

The specific requirements for the rehabilitation of the rice mills were not
developed owing to the shortness of time available. However, it is estimated that the
capacity for and the quality of products can be greatly increased with the expenditure
of $2,000,000 for rehabilitation of existing mills, It is recomm»nded, therefore, that
tr.1s sum be ecarmarked for rehabilitation and construction of rice mills.

5. Road Construction

Throughout Indochina during the period of occupation by the Japanese the roads
wvere permitted tc go without repair, and the scorched earth activities of the Viet Minh
have resulted ir a badly deteriorated road system., Equipment and materials for the
repair of roesds end btridges are not aveilable. From both the economic and security
standpoints, es regions are pracified, it is extremely necessary that communications be
resuzed with these areas. To provide contact by road, basic materials and equipment
for roed repair and ccnstruction rust be provided. Requests were received for equip-
teblish Tive distirict maintensnce shops, each of which would be

<
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1y modern eguipzent.  In the long-tern plan when the country is
ntenasnce sheps would be necessery for proper maintenance operations.
« weuld bte most difficult to raintain proper security for five
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It is felt that $l,000,000 should be sufficient for procurement of equipment and
materials for a 15 months' period ending July 1, 1951, if work is restricted to emer-
gency repairs. It is recommended that this sum be made available for this purpose,

6. Technical equipment; publications, and training aids. ($600,000).

Technical equipment, supplies, and publications would be used for institutions and
establishments of the government Playing significant parts in the program arnd services
of the government in agriculture. Health programs and services can secure sucn supplies
and equipment out of ‘funds requested as a separate item for the health program, Equip-
ment and supplies for training aids would be used largely in field educational activi-
ties promoting projects in the program. They might include paper and other supplies
and equipment for the preparation and duplication of posters, comic books, and leaflets;
radio receiving sets; cameras and reproducing equipment to make £ilm strips, filmstrip
projectors, and motion picture projectors,

E. Industry, Power, and Transportation

In considering the immediate industrial program for Indochina the follewing factors
must first be taken into consideration (a) security of arsa; (b) the long-tern and short-
term requirements; (c) speed with which facilities can become effective; (d) eccncmic
need for facilities; and (e) ability to provide facilities locally.
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Primary consideration must be given to certain fields of in
that form the backbone of an industrial economy, These are genera
(a) power; (b) communications; and, (c) tuel., In addition thoreto, tn
of the country under consideration should be studied and the sgecifisd 2acilitias fo
handling and processing these products should be given ceonsideraticn. In i
economy is largely agriculture--92 percent of the population is
principal products are rice, rubber, and naize. Th
of each of these, which surplus is exported into the w
Indochina it is necessary to add to the three pricar
study of the facilities for processing these three p
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Extraordinary requirements of Indochirna also nmust
mainly of the destruction of homes, farm imploments and
Scorched Earth Policy of the Viet Minh. As areas ar
facilities are of the greatest importance., This rdt
agriculture section of this report and therefore wil
industrial program, .
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There is currently a struggle being fought betweern the Vietramese and the French
relative to the form the econcmy Of Indochina will take in the future. The Vietramese
would like to change from an agricultural to an industrial economy. The French feel
that the economy should remain primarily agricultural, There are numerous wrexplored
and undeveloped natural resources such as zinc, gold, iren, magnesia, phosphates, and
sulphur. However, for the purpeses of immedlate aid neither the groblem of an industrial
or an agricultural economy nor the opening up of these natural resouress has been con-
sidered. Long-term econcmic and engineering studies are necessary fo determine the
feasibility of the various plants. Consideration might be given to providipg technical
assistance to conduct studies, but no capital expenditures should be made for this
purpose at this time,

c

For purposes of immnediate ald to Indochina only those thirgs that will tend %o
stabilize the exlsting economy and indicate to the people that the Govercment can do
more for thelr welfare than can the Viet Minh have been considered.

WS
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Power. In all of Indochina there is an installed generating capacity of 76,500
kilowatts. Of this total 58,300 kilowatts are installed in the three cities of Salgon,
-Hanoi, and Haiphong. There are numerous independernt small power plants scattered through-
out the country that provide power for the lighting purposes in the small. villages. :
These small plants have been destroyed or are in a badly deteriorated condition at most.

It is recommended, therefore, that 50,100 horsepower mobile Diesel electric
generators, 3 phase, 210/120 volts, 50 cycle be provided, It is proposed to place thesu
units in pacified areas in order that lighting can be provided as people return to
their homes. These plants also will provide sufficient power for temporary pumping of
water. As permanent power plants are rehabilitated, the mobile power plant can be
moved to another newly pacified area. The estimated cost of these units totals $755,000.

It is further recommended that two Diesel power plants of 2,500 kilowatt capacity
each, together with all necessary transformer and switching equipment, be supplied for
installation in two of the larger industrial areas, such as Saigon, Hanoi, Halphong, or
Cantho. The location of these units should be determined at the time of their arrival
in Indochina. The security situation at the time of the writing of this report is not
sufficiently stable to make a firm recommendation as to location. However, 5,000
kilowatts of electric power can be used to advantage in any of the above-mentioned
cities. These two units are estimated to cost $670,000.

Requests were recelved for power installations greatly exceeding the capacities
recomnended above. These requests in the main are economically justified, However,
owing to the insccurity of the area and due to the limitations of funds available, it
was felt inadvisable to recommend their installation at this time,

Bridges. Throughout Tndochina the "scorched earth" policy of the Viet Minh has
resulted in the destruction of muny bridges along the highways, thus making entire areas
inaccessible, To establish cormunications with these arcus most expeditiously it is
recommended that 2,000 linear fect of "Bailey Bridge" be furnished. As permanent
bridges are repaired or replaced, the Bailey Bridge can be disassembled and moved to
newly pacified arcas. The cost of 2,000 linecur fect of Bailey Bridge designed for a
16-ton loading is being investigated.

The detailed Justification of the balance of the proposcd industrial and trans-
portation expenditures has not yet been prepared because of illness of the officer of
the Mission responcible for this portion., The over-ull estimate of $3,1C0,000 for
expenditures for povwer, light, engincering projects, etc., 1s therefore subject to

revision,
F. Fifty Trainees to the United States (5250,000)

There 1s an intense fnterest among young Indochinese in visiting the United States
and in studying there, Morcover, trajnod Indochinese are needed in every field except,
perhaps, law and redicine (and there is certuinly & shortage of medical personnel every-
whore outside of Saigon). Provision af trainve grants would be one af the most efrective
ways of demonstrating genulne United Utntes interest in the Indochitnese people, and
would at the swme time glve them a feeling of belonging to a world far wider than (and
in many ways different from) the French Unfon,  The propagundn value of celection for
educntion in the Unfted States would be very great, and hundreds would be influenced by

cach traince so privileged,

G. Supplermental UGIG Activities (4500,000)

Englich classes should be established by tie U3IS in Saigon, Hanoi, Phnom Penh, and
pernaps clsevhere In Indochinn, to mect the wide demand to learn English. Training would

UNCEASSIFIED
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be directed especially to students and officials likely to study in the United States

(or other English-speaking countries) and those working with Americans on Joint-aid
programs in Indochina, but should reach as wide a public. as possible, )

Such classes should employ modern high-speed methods of instruction, as developed
during the war.

Additional USIS offices should be set up in Indochina, more materials on United
States culture and technology should be available (especially through film strips and
other audio-visual techniques), and a large program of translation and distribution of
technical pamphlets into Vietnamese, Cambodian, and Laotian should be- undertaken.

Finally, the USIS should be provided with American sports equipment for distribu-
tion to town and village schools and playgrounds throughout Indochina. This should in-
clude basketball equipment and replacement supplies of balls, as well as soccer and
sof'tball equipment, Training programs for village sports leaders could and should also
be set up in Indechina. Distribution of sports equipment and training in its use would
reach youths throughout the three countries, and would be a rapid and inexpensive way
of showing United States interest,

VII. FACTORS LIMITING THE AMOUNT, SPEED,
OR KIND OF AID PROGRAMS THAT ARE FEASIBLE

The dominant element in planning any aid program in Indochina is the degree of law
and order obtaining in areas of projected operations. Reasonable security for aid rer-
sonnel obtains in Hanoi, Haiphong, Vientiane, Hue. Tourane, Phnom Penh, and Saigon, and
in smaller towns in certain pacified ov unaffected areas (the latter tainly in Laos and
Cambodia), Relatively limited rural areas in Vietnam, primarily in the Red River delta
in Tonkin, can be considered safe for aild operations. The general insecurity of most
of Vietnam places very severe limitations on the extent of aid cperations that car, be
undertaken, and is the reason vhy French and Vietnamese officials alike declare that the
most effective ecconomic aid that can be furnished Indochina 1is military aid,

As a corollary, the economic aid supplied should have a nilitary utility also,
wherever possible, For this reason, emphasis in the aid reccrmendations made abuve has
been given to rural rehabilitation and health activities that help stabilize r2cantly
pacified areas, to telccommunications, to power and light, to roads and bri , and to
propaganda activities, all of which would bring important Suppcrt to military orerations.

The Vietnamese, Cambodian, and Laotian Governments are very she ‘ T
trained, administrative and technical personnel, particularly personnel wha sreax Anglish,
Although the French saw that an elite group was well educated, this yo
responsible administrative posts and thus nbt made ready for sell-goverrme
be a major limitation on aid programs, for effective operations rsquire respo
direction as well as lccal technical personnel to work with, and to learn Irem,
aid personncl.
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This would not be so serious a limitation ir the Vietnamese, rarticularly, were pot
50 cager to launch out on their own, without depending on French rersonnel for advice or
execution, The French have many able and experienced personnel in Indochira, and could
carry a larger load than the Vietnamese want to put on them., The natural Vietramese
desire for "independence" thus raises a barrier to the economic and technical development
needed to become ready for independence.
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The attitude of uncooperativeness is not limited to the Vietnamese, however. On
the other side, the French have admittedly done too little and done it too late in
training Vietnamese for responsible positions, and then turning over to them real
responsibilities, Even now, while official ‘policy tries to accelerate this process,
Frenchmen on the "working level" are loath to let go, and so slow the process up.

Moreover, the French have fought hard against the "penetration" of other Western
influences, that might weaken the French position even though contributing importantly
to Indochinese development. Thus, American, and presumably other, business concerns
have found it almost impossible to get established and do business in Indochina.

This attitude comes out very explicitly in the March 8 agreement with Vietnam, in
section IV, which reserves priority to France in furnishing experts and advisers (quoted
above, in section IV; of this report) in section V, which specifies that French law
will be applied in civil and commercial cases wherever a Frenchman is implicated; in
section VI, which reserves a privileged place for the French language in Vietnamese
institutions and provides for other special relationships with France in cultural af-
fairs; and in section VII, which establishes full national treatment for French business
interests in Vietnam, in addition to the applicability of French law,

The first provision mentioned, concerning priority for French experts, obviously
sets up a major barrier to any United States economic or technical assistance program,
especially if this agreement is interproted narrowly. Two questions arise here,
First, is an American who helps expedite or distribute American economic aid to be
considered an "expert adviser"? He is likely to have some expertness, to be sure, but
he is not present in connection with the regular functioning of the local government,
and obviously does not replace any expert obtained to advise or participate in such
normal functions. It is believed that the French authorities will not consider such
United States "aid experts" to be barred by the March 8 mgrecments, but will on the
contrary welcome their participation in cccnomic aid programs in the area.

The second question hus to do with Americun experts provided independently of
economic aid or supply programs, and performing edvisory, demonstration, or training
services cither within the local governments or under thedr auspices, These are, it
should be noted, expert personnel whose salaries are being paid by the United States.
They are therefore additionul ‘e, and do not replace, any French experts employed by
the local governments. 1t is not believed that the March 8 sgrecments were meant to
exclude the possibility of such additional nonFrench experts, but the question is ap-
parently currently under consideration by the French autherities and the officials of
the three local govermments. 'The Vietnumese officials realize their obligutions under
this section of the March 8 agrecment, althovgh of course pressing for a liberal inter-
pretation, 1In any case, the agreement dees not limit foreign technicul training in any
way, and the Vietnamese are cager to tuke advantug { American training facilities,

Miny of the above considerations apply to the possibility of Unifted liztions and
specinlized ngency personnel belng assigned us technical experts to advise the Govern-
ments of Vietnam, Camboldin, and Laos., When these three Goveranments beceme, on May 17,
1950, full members of the World Health Crganfzation, they automatically become eligible
for technical assistance freom the United Nations and from nll of the speniulized agencies,
A Mbteral interpretation by the French of sectien IV of the March 8 agreements would
clear the way for substantial multilateral technical assistance programs, but a restric-
tive interpretation of this section could cut these three countries off from all expert
advice, although not from tralning grants, under the technical assistance prograns of the
Uniced Nations and its affiliated bodied!
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: The existence in Vietnam of a rebel "Government," recognized by the USSR and its
satellites (including Communist China) as well as by Yugoslavia, might cause some com-
Plications in such programs, Aid to "French-controlled" territories could be carried
on in any case. Unless one of the specialized agencies admits the rebel Viet Minh
"Government" to membership, which is highly unlikely, no proposals are likely to be made
to provide Un technical assistance to the Viet Minh. A broposal of the latter sort, if

ed when the UNICEF in 1948 and 1949 split a tentative allocation of $457,900 for use in
Indochina between the "French-controlled" areas ($305,300) and the viet Minh areas

($152,600). (These funds were to have been useq for child feeding and anti-tuberculosis
vaccinations with BCC vaccine), Although the French Government has requested that such

been taken by UNICEF because of unsettled conditions. No implementing action can be
taken on the Viet Minh allocation until a request is received from the Viet Minh
"Government" and an agreement reached Ly that "Government" with the Fund. The French
Government has announced that, as a member of the Executive Board of UNICEF, it would
brotest any implementation of the Viet Minh allocation,

VIII. SPECIAL CONSIDERA TIONS
AFFECTING THE PROVISION OF AID TO INDOCHINA

To have the maximum effect on the internal political situation in Vietnam, Azerican
aid should arrive quickly, should be distributed through the Vietnarese themselves, ang
should be widely and effectively publicized as aid made bossible by direct U.S,-Vietnan
arrangements, On the other hand, continual attention must be given to retaining the
benefit of French experience and competence in g mutually beneficial Cocperative endeavor.

A. The Need for Prompt Action

There has been so much interest stimulated by U.s, recognition of Vietnam, Cazbadia,

and Laos, by the visit of the Navy, and by the discussions with the Econcmice Survey

[

Mission, that failure to follow through brorutly with concrete action, even if miner,
would bring about g great let-down. Ap issue has already been made by tha Viatrnamese,
Cambodinns, and Laotians of their capncity and intention to state thair osun neads for
économic aid, without French intervention, particularly rrenm Paris, ani of their intense
desire to receive and distribute economic aid by themselves, also wishaut Franch inter.
vention, If their Statements of needs, and their assertiens of ind <2 are not

quickly given substance, there will have been a considerable tezpest
loss of potential Influence both for the local governments ard for ¢

B. The Case for Direct Aid

There are two very important aims to be served by direct U.S,.v
Oon economic aid., 1In the first Place, it would make Dossible the avy
trol, or even appearance of control, by the French, In the secong
up the prestige and authority. »f Bao Dai--not simply as an independar
directly with the United States (although this would be signiricant)
an effective Government interested in the welfare of the beople themselves, and able ard
ready to tuke actions to help them,

C. Letting the People Know
It 1s not Buao Dai's Government that needs to be impressed by the fact of United

States cconcmic aid, or by the directuess of such aid. The Government is composed of men
who are already committed, It {s among the fencesitters and the great wnconvinced portion
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of the people that nev strength must be sought, by demonstrating the genuine interest
of the United States in the economic and political development of the three countries.
Economic aid will therefore have relatively little impact on the political situation
unless it is widely and effectively publicized. fThis may mean opening up new channels
of communication, such as village radios, where inadequate channels now exist. It may
mean adapting audio-visual techniques to the special needs of Indochina. And it may
mean a substantial increase in the total cost of United States aid. Tt is, however, a
sine qua non of any economic program that is intended to have both an economic and a

political effect.
D. French lesponsibilities in Connection With Economic Aid

France has been for some time, and is at present, pouring in large sums of money
into Indochina, to support the large-scale military effort there, to cover the budget
deficits of the three local governments, to cover the balance of bayments deficit of the
aréa, and to pay for those central administrative functions (other than military) that
remain the responsibility of the High Commissioner., Quite apart from the military opera-
tion, French financial support has been absoJutely necessary, to keep the three local

governments afloat.

In the last analysis, of course, the French financial contribution to the area has
been made possible by ECA aid to France, and the balance-of -payments deficit of the
area has been taken into account in calculating France's need for ECA aid. The United
States is fherefore already indirectly aiding Indochina. On the other hand, so long
as Indochina remains part of the franc arca (its piaster is already supported by France
at an unrealistically high rete vis-a-vis the franc), so long as the three countries
use a common currency and continuc their customs union and so long as France contributes
heavily to the costs of Government in the area, there will be financial questions of
common interest to all thyree countries that cannot be settled without French participa-
tion nor, in fauct, without French leadership, Direct or indirect, as United States aid
may be, France will have to continue to ald, and will therefore have a right and a duty
to participate in discussions of problems affecting the need for hor contribution,
Carrying out these French responsibilities will continue to require a central commis-
sariat with administrative authority in Indochina,

Moreover, certain economic activities arc of such imrediate importance to all three
countries, and also to France, thuat they are administered by a quud:ipartite organiza-
tion (for example, the rice board). There are other flelds in which the economies of
the three countries are interdependent, such as transportation and meat supply, from
Cambodia and Laos to Vietnam, but where no quadripartite plunning or administration

now goes on,

Finally there are fields, such as pover, vherc future development may require
Joint planning if not adninistration,

This is recognized in the March 8 agreements, sectien VII of which reads in part
as follows:

"H.M. the Emperor of Vietnam, believing thet, in the econcmic and
financial field, he has common interests with the soverelgns of Cambodia
and Laos, on the one hand, and with the Freuch Unien, on the other, and
that {t oiight be profitable te the Vietnazese nation that these interests
be harmonized with a view to the prosperity of all, recognizes that Joint
organizatiens zight well bo forzed for the purpose of stulying and
harmonizing thesc interests, and getting aotion wiler way,"
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In order to reach agreement on the composition, scope, and powers of such Joint
organizations, it is intended shortly to call a quadripartite conference, to be con-
cerned particularly with the communications services, immigration control, customs and
external commercial relations, treasury, and plans for reconstruction and modernizing
of agricultural and industrial equipment,

The French consider that the need for unified direction in these several areas,
based on the requirements of administrative efficiency, or on the countries!’ financial
or economic interdependence, argues strongly for central direction and control over
the economies of the three countries, They therefore propose that additional quadri-
partite entities be created to carry out this function. The three local governments
minimize the importance of quadripariite action, and wish to avoid it vherever possible.
Not only is there suspicion of and antipathy towards the French, but there is also conside
able mutual suspicion among the three countries, The resolution of this question will
significantly affect the amount and kind of American technical and economic aid request-
ed, the manner of distribution of economic aid, and the status and functions of
technical experts provided,

IX. INFORMATION £CTIVITIES SUPPORTING THE AID PROGRAM

Provision is made in the aid recommendations presented above, for certain USIS
activities (trainees, English classes, translation progrem, sports equipment) that will
have rarticularly significant propaganda value in addition to their Justification on
economic or educational grounds, Provision is also made for battery-operated village
radio receiving aots, Horeover, certain of the aid programs, rural rehabilitation,
health, agriculture, «wi1il require training aids and information raterials to be suc-
cessful, anl provirion of i hecessary funds has therefore been recorzended above,

There 1is need also, hoverey, (.- uxpanded information and public relations activia
ties to explain United Cuates latere 1 4o Indochina; what it is undertakxing to do
through its atd pregram, snd why iv ‘5 taking on this task. This is a peculiarly dif-
ficult task in Indeching, wherce the rost careful distinction must be clarified to show
that the United State: ig helning *“ e Iniochinese live their own lives ang yet oot
derogating legitiTite Fragah fnte - i3 and manifest French contributions, to show keen
United States i.terest ana YC5 e suggest a greater commitment than the United States is
prepared to undirtake, ti. “uppoit anli-Communist leaders and yet not be tarred with the

charge of sinp): trdng L lies in t- cold war (allies who would be or rerhaps already
are, in the fro-¢ ae ol a hot war), to be more pro-Ffrench than the Vietnacese, and yet

not pro-coloniuli_.., to puch the French towards liberal and constructive actions ard
yet not be misinterpreted as wanting to replace them,

This requires delicate handling. It also requires more hardling -- more ceople,
more offices, more equipment, more materials, more funds. It means more activity in
Indochina, and more in Washington. A first step, of course, is irmediate initiation of
Voice of America broadcasts in Vietnamese. Beyond this, however, substantially increased
funds should be provided to expand all USIS activities in Indochina in time to taXs full
advantage of the arrival of United States economic and technical aigd.

X. ORGANIZATION FOR FIELD ADMINISTRATION OF AID PROGRAM

The economic and technical aid program recormended for Indochina totals $23,500,000
for the 15 months ending June 30, 1951 (which presunably means in practice for 12 or 13
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months). This is the lurgest program recommended for any country in Southeast Asis.
It is also the program likely to draw on the greatest variety of authorized funds (as
ECA is authorized to aid Indochina, including as it does three members of the French
Union); and it is without question the program most deeply involved in complex and
fundamental political considerations.

For these reasons, it is of the utmost.importance that all United States economic
and technical aid programs in Indochina be directly administered under a single respon-
sible Chief of Economic Mission (CECOM) and that there be the clost integration of the
direction of United States economic and technical activities with the direction of
United States diplomatic and information activities. .

It is recommended that ECA set up the field organization and appoint CECOM as its
representative, recognizing of course that CECOM must also derive authorities under
gsection 303 of MAP, point four and possibly other legislation,

CECOM should work particularly closely with the United States diplomatic mission
in Indochina, in establishing general objectives and policies, appraising the political
impact of existing or projected aid activities, and initiating, modifying or terminating
programs where required by political considerations.

.It 15 recommended that, if the local governments agree, Joint bodies be set up,
with United States representation, in connection with the administration of aid programs.
The top United States representative in any such joint body should be responsible to

CECOM,

In view of the provisions of the March 8 agrecments reserving priority to France
in the furnishing of expert mdvisers, it is anticipated that most American aid personnel
in Indochina will be there in connection with the administration (preferably under a
joint commission) of aid programs involving the distribution of aid supplies. Such
personnel would therefore be responsible for their detailed operations directly to Joint
commissions or to CECOM. 1In any case, CECOM would have responsibility for the success
of aid programs and for the satistactory performance of all United States aid personnel.

It is recomrended that consideration be given to freeing CECOM (and Embassy
officers) from administrotive detail by establishing a Joint Administrative Staff (as
in Korea) to handle all housekecping functions both for the legation and for the economic

mission.
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APPENDIX -

S 1, The Mission arrived in Saigon at 1 15 p m., March 6"ﬁ19501'and remained in
Indochina until 11: 30 a.m. March 16, 1950 : ;

i ;?2

,Department of State

~ R. Allen Griffin
Samuel P. Hayes, Jr. e

Henry Tarring, Jr. (March 10-20) | ..~

William McAfee

Eleanor L. Koontz

Mary D. Randolph

Economic Cooperation Administration
Edward T. Dickinson, Jr. (Washington Office)
Raymond T. Moyer (JCRR Formosa) . Lwl
Robert Blum (Paris Office) R

Department of the Treasury

Alexander Lipsman (March 6-18) ‘ ;} 1];
bepartment of Defense

Russell G, Duff, Colonel, USA
Frederick B. Warder, Captain, USA (March 11-16)

3. The following formal conferences were held during the visit of the Mission to
Indochina-

(a) Conference with the High Commissioner of Frence in Indochina, His
Excellency, Leon Pignon, March 6, 4 p.m,

(b) Conference with the Prime Minister of Vietnam, His Excellency,
Nguyen-Phan-Long, March 6, 4:45 p.m.

(¢) Conference with the Commander in Chief of French Armed Forces
in the Far East, Gen. Marcel Carpentier, March 6 5:30 p.m.

(d) Conference with the Governor of South Vietnam, Govercor Tran-
van-Huu, March 6, 6:15 p,m.

(e) Orientation conference with members of the United States Legation
staff March 7, 8:15 a.m.

(f) Conference with High Commissioner and advisers, March 7, 10:13 a.m.
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(g8) Conference with officials of the Cambodian Government, March 8
8:30 a.m. . .

(h) Conference with officials of the Laotian Government March 8
11 30 a.m, o : v

(1) Conference with United. States press representatives, March 9,»1;~w1”
" 2:15 p.m. . R R IR PR s b S R

(9 Conterenc vt vieoun atticnte, mxch 5, 35

(k) Round table discussion with officials’ of France, Vietnam, Cambodia, '
Laos, March 10, 8 a.m, A : L

Ly .
1

(1) Conference with ex-Emperor Bao Dai, March 10, 11 a.m,

(m) Round table discussion with French and Vietnam officials, March 11,
8:30 a.m,

(n) Hanoi Conferences -- During the visit to Hanoi, conferences were
held with the Governor of North Vietnam, with many provincial and
local government officials, and with General Allesandri, Commander
of forces in North Vietnam, and members of his staff and sub-

ordinate commands.
(o) Audience with the King of Cambodia March 14, 5:30 p.m.

(p) Conference at High Commissioner's with officials of France,
Vietnam, Cambodia, Laos, March 15, 5 p.m.

L, A list of certain of the persons with whom the Mission conferred in IndochinA v
follows (names nol listed necessarily in order of rank): S R R N i T

U.S. Legation

Edward A, Gullion, Chargd” d'Affaires
H. Francis Cunninghem, Jr,

Stephen H. McClintic

John T. Get=z

T. J. Duffield

Mr. Glazer

John Donnell

French 0fficials
A. Civilian Officials

Leon Pignon, ligh Commissioner of France in Indochina

Marc Bircs, Director of High Cemnissioner's Staff

Jean Bourgelin, Adviscr on Planning, Director of Public Works
F. Curboulive, Chief Inspector of Technical Education

Albert Charton, Adviser on Educntfon

Robert Davee, General Secretary of Teonomic Committece

Ir, P, Dorolle, Assistant Advicer on Mublic Health

Robert Jean Dufour, Adviser on focinl Praoblems
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Civilian Officials (Continued)

. Roger Robert du Gardier, Diplomatic Adviser, Minister Pleaipotentiary

'Robert du Pasquier, Director of Agriculture and Cattle Breeding

Paul Gannay, Inspector General of Bank of Indochina
Gerard E. Huet, Director of Rice Bureau

Rene LeDoux, Representative of French Ministry of Finance
Arthur Longeaux, Adviser on Public Works and Means of Communication
Romain V. J. Penavaire, Economi¢ Adviser

Pierre Perrier, Director of French Security Service

Mr. Savourey, Director of Electvic Power Company

Rene Schneyder, Assistant to Adviser on Planning

C.H. Bonfils

Georges Mazot

M. Cambouline, Inspector of Technical Education

Military and Naval Officers

Gen. Marcel Carpentier, Commander of Forces in North Vietnam
Gen. Marcel Alessandri, Commander of Forces in North Vietnam
Gen. Charles Chanson, Commander of Forces in South Vietnam

Vice Admiral Paul Ortoli, Commander of Naval Forces in Far East
Surgeon Gen. A.H. Robert, Adviser on Public Health

Vietnamese Officials

H.M. Bao Dai, Chief of State

Ngyyen Phan Long, Prime Minister (until May 7)

Duong Tan Tai, Minister of Finance (in Long's Cabinet as well as Cabinet

formed May 7)

Le Tan Nam, Counselor to Minister of Interior

Le Van Hoach, Chief of Caodaist Party in South Vietnam

Le Van Ngo, Secretary of State for Labor and Social Progress

Nguyen Huu Tri, Governor of lorth Vietnam

Nguyen Van Xuan, Prominent Political and Military Figure

Tran Van Chi, Secretary of State for Agriculture

Tran Van Don, Prefect of Saigon-Cholon Area

Tran Van luu, Governor of South Vietnam (became Prime Minister May T)

Le Quang Huy, Minister of Public Works (Minister of Communications in new
Cabinet)

)Vuong Quang Nhuong, Minister of Education (same position in new Cabinet)

Hoang Cung, Undersecretary of State for Ccmmerce (Minister of Economy in
; Cabinet formed May 7)
Nghiem Van Tri, Councillor to H.M. Bao Dai
Huynh Van Diem, Public Works Engineer
Dinh Quang Chien, Electrical Engineer
Tran Van Meo, Engincer and Member South Vietnam Assembly

Nguyen Dan, Journalist

Hguyen Van Dinh, Adviser to Vietnam Delegaution to ECAFE

Le Van Ho, Lawyer

Nguyen Duy Doc

Ly Cong Trinh

Tran Van Thi, President of Syndicate of Vietnamese Importers and Exporters
Vu Tian Hunn, Chief of Cholon Province

(In addition to the above, many working-level officials were met)
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Cambodian Officials

H. M. Norodom Sihanouk, King of Cambodia

Yem Sembaur, Prime Minister (until April 30)

Huot Sem Ath, Department Chief, Ministry of Agriculture

Lam Keu, Assistant Chief of Veterinary Service :

Neal Phleng, Minister of Public Health (Head of ?roup which conferred with 5
Mission :

Tieu Long Nek, Representative of Cambodian Government to High Commissioner,

of France in Saigon -
Hem Chiamreun, Water, Service and Wildlife

Laotian Officials .

Ngon Sanaikone, Reprecentative of Leotian Government to High Commissioner

of France
Outhong Souvannavong, Minister of Foreign Affairs, Education and Information
Tiao Souvannaphouma, Minister of Public Works and Planning (Head of group

which conferred with Mission)

Others

Frank S, Gibbs, Minister of Great Britain, Saigon
Arthur G. Trevor Wilson, H.B.M. Consul, Hanoi
M. Marchal, Curator of Angkor

American Press Representatives in Saigon

Mr. Christcpher
Mr, Fielder

Cerl Mydeans
Seymour Tcpping
Robert Miller
Mr. Mathew

The Missicn in Indochina adopted a pattern of action also used in the countries
cited. As soon as the dispatch of a survey mission had been determined

gion, comrunications were sent by the Department of State to the diplomatic

b 4
es in the countries to be visited, indicating the scope of the survey mis-
el csponeibilities snd the informaticn which it would need to obtain, On the basis
cf this communiceticn the 2iplo :atic ectzblictments informed the Governments of the
coantriers o be vigited the pu ce of the Miccion. On arrival in a country the survey
micsicn weld e X r ve officerz of the United States post there, and
g1 2ll fmporlent < bid of tre Micsion were accompanied by reprecentatives
cf tne prey moen 7 cblers under consideraticn., At the most important
corferences Ve L icer-in-tierge secompunied Mr. Criffin, For a
me S0y S W3t y micoicn divided itcelfl into werking groups on
wErLT we, o cduseticn, end finunce, To cuch group the post
NG R en ot oeds of ihe country in that field,

Memiers of 1ne Miccion dicoucsed wilh reprecentetives of the vericus countries the
formulenion of en eif progren, including projects which these countries wished to under-
teke and in whick ited Stlaies sooictence could be of significance,  In view of the
afveuse he Goverrmerts hed received they hed in genersl, prior to the
errivel r*parkd certuln reguests On receipl of these requests rembers
of the Miscion 1 would enelyze thew snd et cubrequent meetinge With representa-
Tives of the other UOVEIHJ“'I review ihe remuecte end mere supggesctions as to the feasibility
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of the projects proposed. Thus the final recommendations to the Department of State
.were based on requests from the various Governments as to their needs, aud on an evalua-
tion of these requests by United States personnel assigned abroad and by the members

of the Mission who had been selected to make the survey,

Colonel Duff and Captair Warder during the visit of the Mission to a country,
evaluated military factors bearing on the feasibility of the economic assistance
projects being considered.

6. During the 'visit in Indochina members of the Mission made two trips in addition
to the visit to Dalat, present residence of H.M. Bao Dai, and the shor!, visits to the
countryside in the area of Saigon. On March 11, Mr. Griffin, Mr. Dickirson, and Dr.
Moyer, flew to Hanol accompanied by Mr. Gullion. During the two days spent in the Hanoi
Area, members of the Mission had the opportunity to observe first:and the devastation
resulting from fighting there, to visit areas recently retaken from forces of the Viet
Minh, and to confer with French and Vietnam officials.

7. There follows a list of the most important documents submitted by the varinus
Governments in Indochina (in cataloging the documcats the letters F, C, L, and V were
used to indicate the Government from which the document came).

Documents Submitted by the French

A. Rapport sur les Modalites e 1'Aide Américaine a‘l'Indochine, le 5 mars 1550
(Memorandum on Ways and Means of Arerican Assistance to Indochina March 5,

1950)
B. Annexes to the Above Listed Ddcument, Submitted Under one Cov~r as Follows:

1. Note sur le niveau de vie de la population indochinoise. Prepared by J.
Royer of National Statistical Burean.
(Memorandum on the Standard of Living of the Population of Indochina)
March 4, 1950

2. Note sur la construction immobilieére (Saigon-Cholon et Pbrom-Penh, 1abé-
1949) prepared by Mr, Denousix of Brossard et Maupin Company.
(Memorandum on Building Construction (Saigon-Cholon ard Fhnom-Penh, 1GL&-
1949), March 4, 1950.

+ 3. Note sur les condition propres.a relever les rendement: iins la culture
du riz. Prepared by G. Huet, Director of Rice Eureau.
(Memorandum on the Conditions nec=ssary to increase production of rice)
January 25, 1950,

4. Note sur L'Asie de Sud-Est, pivot stratééique du Continert Asiatique Role
de l'Indochine, Frepared oy M. Pugardier, Diplomatic Adviser to the High
Commissioner,

(Memorandum on South East Asia, Stretegic Keystone of the Asiatic
Continent - The Place of Indochina), January 4, 1950

5. Note sur l'approvisionnement du marche indochinrois en rroduits d'importaticn.
Prepared by Ofr'ice of Foreign Trade, Saigon.
(Memorandum on Supplying the Indochinese Market with Imported Products)
March 5, 1650

6. Note sur le concours accorde au Vietnam pour la copstitution de son amee.
Prepared by Financial Adviser to the High Commissioner.
(Memorandwn on the Assistance Given to Vietnam in the Formation of its

Army) February 3, 1950,
ety
e



C.

10.

11,

12,

LAvyace
Note au sujet des possibilites d'iﬁ vention financiere des Etats Unis
en Indochine. Prepared by Adviser on Planning to High Commissioner. o
(Memorandum Concerning the Possibilities of Financial Intervention by the -
U.S.A, in Indochina), January 20, 1950, : T

Note sur les travaux proJetes d'hydraulique agricole et d' exploitation .:t/
rizicole. Prepared by Adviser on Flanning. RERRTEE
(Memorandum on Contemplated Projects of Rural Irrigation and Rice

Cultivation)

Note sur les besoins de 1'Indochine en matériel aé}onautique. Prepared

by Director of Civil Aeronautics,
(Memorandum on the Needs of Indochina as Regards Aviation Equipment)

Note sur lu credit agricole. Prepared by Adviser on Planning.
(Memorandum on Rural Credit),

Note sur l'elaboration des programmes d'importation de 1'Indochine,

Prepared by Office of Foreign Trade, Saigon.
(Memorandum on the Preparation of Import Programs for Indochina)

Note sur l'eventualite d'une aide des Etats-Unis d'Amerique en
Matiere Sanitaire. Prepared by Surgecon General Robert, Adviser on Public

Health,
(Memorandum on the Possibility of Assistance on the Part of the U.S.A,

in the Field of Public Health).

Note compléhentaire (=ddition a la Note Francaise du 5 mars 1950) (Supple-
mentary Memorandum (addendum to French Memorandum of March 5, 1950)

Programme D'Avenir

Afde Imrcdiate (Irmediate Assistance)

1‘
2'

Port de Vatchay (Port of Vatchay)

Terrain d'Aviation (Airfield, Camrann)

Port de Bunghai (Port of Banghai)

Centrale de Hongay (Hongay Electric Works)

Amehagement des Terrains d'Aviation (Maintenance of Airfields)
Routes du Laos (Laos Highways)

Travaux d'hydraulique sgricole (Agricultural Hydraulic Works)
'

Aide Fconcmique Arcricaine (Arzericen Econcmic Aid)

A List of Meavy Equipment Required to Make the big Works in Indochina

Reconstructisr et 70 releppesent du Port de Saigon (Reconstruction and Develop-
ment of the Port of Suigon)

"”’{’%?S’/Hfg
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Projet de Repartition des 50 groupes Electrog%nes Diesel de 100 HP Triphase
210v/120v 50 cycles (Project for the Distribution of 50 Groups of Diesel
Generators)

Premier Rapport de la Sous-Commission de Modernisation de 1'Indochine (First
Report of the Subcommittee for the Development of Indochina) ’ )

Fonds Netessaires & 1'Institution du Credit Populaire au Vietnam (Funds,”,
Necessary to Establish People's Bank) ' SR R

Plan d'Organisation Pour 5 Ans (Public Health)
(Five Year Public Health P.an)

The Franco-Vietnamese Agreement of March' 8, 1949

Justification of Equipment Necessary for Fluvial Navigation. .

la Coopé}ation Agricola en Indochina (Agricultural Cooperation in Ihaagﬁiﬁa)'

Documents Submitted by the Government of Vietnam

A,

Projet de Mechanisation de la Rizi culture
(Project for Mechanizing Cultivation of Rice)

Letter to Mr. Griffin from Ministry of Agriculture, March 10, 1950
Brief Statement of Agricultural Problem and Proposed Solution
Reéforme Agraire (Agrarian Reform)

Organisation de 1'Agriculture dans le Cadre Provincial
(Organization of Agriculture Within the Provincial Sphere) )

Institut des Recherches Agronomiques et Pastorales
(Institute of Agronomical and Rural Rescarch)

Note Verbale Relative a 1'Aide Economique Amé;icaine en ce qul concerne
les Besoins de l'Administration des Faux et des Forets du Vietnam

(Note Verbale re American Ecenomic Aid Relative to Vietnamese Water and
Forestry Administration)

Fonds Netessaires h 1'Institution du Credit ‘Populaire au Vietnam.
(Funds Necessary to Establish People's -Bank)

Etude Sur Les Besoins du Vietnam en Matiere Sanitsire
(Study on Sanitation MNeeds in Vietnam)

Le Ministre des Travdux Publics
(The Ministry of Public Works)

Liste des Besoins (Travaux Publics)
(List of Public Works Needs)

Programme - de Réﬁquipement et de Reconstruction en 1950 (Travaux Publics)
(Program of Reequipment and Reconstruction in 1950 (Public Works)

~
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Energie Electrique (Electric Pover)

Replacement throughout the Country of Roads and Bridges

Remises en Etat des Routes du Vietnam (Road Repairs in the Viétnam) ;5,;;1f;

Situation Géhé}ale des Aerodromes du Vietnam
(General Condition of Airports in Vietnam)

Recapitulation Travaux Publics, Communications et Reconstruction
(Resume on Public Works, Communications, and Reconstruction)

Note April 1, 1950 sur 1'Aide Technique que les Etats-Unis Enivisagent
d'Apporter au Vietnam (Secretariat d'Etat au Commerce et a 1' Industrie)
(Note Concerning Technical Aid Which the U.S. Plans to Contribute to the

Vietnam)

Letter of glarch 1l Enclosing Examples on Public Works Requirements and
General Summaries

" Documents Submitted by the Government of Cambodia

A.

Prodhs-verbal de la séance du Conseil des Ministres tenue la Vendredi 25
Novembre 1949, sous la présidence de S.E. Yem Sambaur. (Minutes of Pro-
ceedings of the Cabinet, held on Friday, November 25, 1949, with S.E.
Yem Sambaur presiding)

Rapport sur la réunion spéciale des Chauvaykhet et du gouverner de la ville

de Phnom-Penh, le 2 fevrier 1950.
(Report on the sprcial meeting of the Provinciasl Governors and the Governor

of the City of Phnom Penh, February 2, 1950), memorandum attached)

Letter from Prime Minister and Minister of Foreign Affairs Yem Sambaur,
Phnom Penh, February 27, 1950, No. 8 AFE/X concerning Cembodian needs for
military assistance.

Note gur la Situation Géhérulc de Cambedge ’
(memorandum on General Situation in Cambodia) Prepured by Tieu Long Nek,
former Minister, Delegate of H.M. The King of Cambodia, February 9, 1950.

Etat des besoins en effectif, armement, moyens de transport et de cormunica-
tions de la ville de Phnom Penh et des provinces du royaume

non compris le sccteur autonomc)

List of needs in manpower, arms, meuns of transportation and of communication
of the City of Phnom Fenh and the provinces of the Kingdom (not including the

autonomous sector)).

Documents Submitted by the Government of Laos

A.

B.

Note on American Ajd to the Xingdom of Laos, March 13, 1950.

Budgetury Expenses of lacs.

ety
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