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V.B.3. (Book IV)

JUSTIFICATION OF THE WAR -- INTERNAL COMMITMENTS

The Eisenhower Administration, 1953 - 1960

Contents and

Chronological List of Documents

1956 French Withdrawal - 1960

1956 (cont'd) Page

260 The State Department informs Defense of the unacrstanQH
ing that TERM persomnel will perform functions ?f ura%n—
ing which are inseparable from tasks of recovering and
maintaining MDAP equipment. Only formal espproval by
+he ICC is necessary for the TERM to arrive in Vietnam..
State Letler to Secretary of Defense, 1 May 1956.......°..... 1057

270, The Army states its position on the Southeast Agia igsue.
Soecifically, the U.S. should quelify its wmosition with

ngutral nations > shovld allocate the mejor oroportion of

U.8. resources intvo economical and technical assistance, i
should assist indigenous forces to provide internal )
security, should vrepare to intervene against aggression,
and should oppose continvance of colonialism. Army ! :
Memorandun for NSC Plsnning Board, 20 June 1956...cceeceesens 1050

271, .-The President apsroves U.S. nrilitary action to encourage
Vietnemese military planning for defense against exter-
nal aggression and to manifest other ways to assist
Vietnan to defend 'tsell in accordance with the Manila
Pach. S_c;ruhl¢ of Defense Memorandum For JCS SRS
16 July JQ;Q...,...G...;..................,..................
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The intelligence estimete of the political, economic,
and militesry situstion in Vietnam through mid-1957
concludes that: (1) DRV will not attempt an invasion

of South Vietnam; (2) the trend towerd stability in
South Vietnam will continue barring invasion, guerrilla
action, or death of Diem; (3) basic economic progress

- will be slow; and (4) significent sect resistance has

been eliminated, but 8-10,000 armed communists pose a
serious internal security problem. NIE 63-56, 17 July

1956..--cioc-oao¢||01|eo.o|.u.ua-...-.nngq.a...acolllcllollqo

Tha President approves NSC 5612 statement of U.S. policy

in mainland Southeast Asia. This policy treats the Viet
Minh as hot constituting a2 legitimabe govermment and

sets forth actions to prevent the Viet Minh from expand-

ing their political influence and territorial control

in Free Vietnam and Southeast Asia. NSC 5612/1,

ERCESEENhET SEON0 I L re.s o diviin aiain vleoe iians e i oo andh AR i 478

The JCS recommend that the United States make no specific
force commitments to the SEATO, but thalt the Military
Advisor inform SEATO nations of the U.S. forces devloyed

and available to. the Pacific for contingency planning.

Jes Memorandum for Secretary of Defense, 16 November 1956....

Page
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1957 - 1958 - . R

DPefense urges the State Department to seek international
concurrence in the ebolition of the ceiling on MAAG per-

sonnel in Vietnam in order to fulfill increased training
requirements resvlting from withdrawal of French train-

ing missions. ISA Memorandum to State, 15 April 195T........ 1098

Vietnam seems clearly persuaded that its interests lie

in stronger ‘affiliation with the Fret¢ Vorld. The Arxmy

in Vietnem is now capable of insuring internal security.

321st NSC Meeting, 12 May 1957.ceeereeunncensosacsanasssenees 1100

277. The prospects for North Vietnam for the next year are

Wi

278.

- 279.

280.

281.

282.

egtimated, Essentially, it is concluded that the DRV

rewains in firm control even though there have been oub-

brezks of sporadic violence, that the DRV would attack

only if Moscow and Peiping were suve that the U.S. would

not inbtervene, and that the DRV will continue its tacties

of "peaceful campetition." NIE 63.2-57, 1l May 1957...scecese 1201

president Diem discusses his plans and progrems with

Depuby Secretary Donald Quarles. Among these are the

resettlement programs, road bullding, the SEATO plen,

and reorganizing the Army structure to include an in-

crease in strength to 170,000. ISA-Memorandum for

Record, 15 May A e e mrte sijaio mie wibiia iaie. oiiam (e i Tmlie o ol e\ e ot i Tim)le ol i e 1103

Progress is reported in developing a representative

governmcnt in Vietnam. Executive leadershiv is strong

put effective counter measures against non-violent

Communist subversion remains a priority requirement.

Jsc Planning Board lMeeting, 26 November D % aTp s Wialla s e = 1108

The NSC considers a progress report on U.S. policy on

“mainland Southeast Asis (NSC 5612/1) which is essen-

tially the same as the Planning Board report.

3h7th NSC Meeting, 5 December 195T..ceecosessscsssnsonssaaass 3111

xsc 5809 reaffirms that the national independence of

Southeast Asia is importent to the security interests

of the United States. NSC 5809 contains draft revi-

sions of NSC 5612/1. A statement of policy on the

special situation in North Vietnam is included which

continues to treat the Viet Minh as not constituling :
g legitimate government. NSC 5809, 2 April 1958...cecceveess 3113
In general, the U.S. is achieving its objectives in ’
Vietnam. Major problems which exist consist of the

continued dependenice on foreign aid, political and

security probiems of the Dien Government. Both mili-

tary end economic assistance will be reduced in FY 58

and FY 59, caapared to FY 57. OCB Report on Scuthecast
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1959 ' Page
Diaft editorial amendments of NSC 5429/5 are forvarded
to the Nztional Security Council for consideration.
Substsntive change in U.S. policy is noi intended but.
elimination of awbiguity in use of the term "hot pur-
suit" where doctrinal meaning in international law
conflicts with use in NSC 5429/5. JCS study on "hot
pursuit," 23 Octobér 1958, is included. Memorandum
for the NSC, 5 January 1959..cccceseccssscescsnssncnssnssssee 1I1U8

Vietnam displays serious concern aboubt develorments in

Lezos, Cambodia's recognition of Communist China, and the

U.S. position in the Taiwan straits. Major problems

facing the U.S. are Diem's internal political position,

internal sccurity, and economic development. CIA analy-

sis and financial summaries of assistance.programs to

Southeast Asia are included. OCB Reuort on Southeast

Rsig, T Ton0ary T95T s « voisn sineiersiowia sieasiasanan nlasngnsios somvre 1156

Defense (ISA) suggests that it is advisable to withhold
the replacement of F-8F aircraft in VNAF with AD-h tyne
aircraft. Defense Memorandum for JCS, 22 Januvary 1959..e.... 1183

The JCS recommends improvement of Tan Son Nhut Airfield

and Tourane Airfield be improved for jet aircraft

"ander the guise of comercial aviation." JCS Memorsn-

dum for Secretary of Defense, 19 March 1959..c.eeesesnasessss 1184

Responsibilities within the Defense Department are

assigned for the twenly courses of action in the OCB

"operation Plan for Vietnem." Among the ccurses of

sction are: popularize the imsze of Vietnam among

nevtralists, probe wesknesses of the Viet Cong, develop

maximumn combat capabilities of RVINAF, and encourage GV

to maintain an effective S2lf-Defense Corps. ISA Memo-

RANGITE LOL BTS20 MY TOFG < ciieaiaiarrsa il o s s s e sweviarnis MLOH

An intelligence analysis of the situaltion in Vietnsm and
estimates of probable develogpments conclude that (1) the
prospect of reunification of DRV and GVii is remote,

"(2) Diem will be President for meny years by repressing

opposition via the Can Lao political apparatus, (3) in-

ternal security forces will not be able Lo defezsl DRV
supported guerrille and subversive forces, (4) GVN will
continue to rely heavily on U.S. aid, (5) end DRV is in |
full control of North Vietnam and likely to continue

harassment of GVN and Laos. NIE 63-59, 26 May 1959...0s00.s. 1190
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289. The Department of State submits a draft revision of NSC
5h29/5, U.S. poliey in the Far Rast., The printiple
objectives of U.S. policy should be: (1) vreservation
of territorizl amd politicel integrity of Asian nations
ageinst communist expansion, (2) deterrence of local or
‘general war, (3) bring about desirable changes in the
communist Bloe, (&) strengthen the economic, political
end military position of the Free Far Best, (5) promote
Free World wnity, and (6) identify the U.S. with Asian
aspiretions. NSC Memorandum for the Planning Board,

29 June 1959.ceeeaccccttescraisttsnniasocorsannascascscnscces 1165

290. The JCS submits their and the Services' views on U.S.
policy in the Far East. . "The U,S. faces a delicete
problem in vresenmting its Far Fastern policy to the
world. A U.S. policy will not be very sympathetically
received if it is presented in the purely negative
terms of preventing communist expansion or the redue-
tion of its power." JCS Memorandum' for NSC Staff,
L BTONET R ARSI g & g N el O ]

291. A resurgence of tensions between Vietnam and Cambodia
{hreztens to frustrate U.S. objectives in Cambodia.
Tn Vietnam the Dienm Government continues ite strong
controls vhich antzgzonize the Viebtnamese elite. .
"yietnamese military forces have improved wnder thne |
MAAG treining program." OCB Report on Southeast Asia,
5 KBSt 1955, « amue o Giiens fsision samenmesne semis Camms sneinsse s  AL3H

292 An intelligence analysis of Communist capabilities and
jntentions in Laos concludes that the Comunist resuwmp-
tion of guerrilia warfare in Laos is a reaction to
initiatives of U.S8. support of Laos. The chances of
Communist success are high al a low risk. Non-Asian |
forces intervening in Laos increase the likelihood of
communist invasion, but preference would be to diplo-
macy, propaganda, and guerrilla action to cause the :
West to back dosm. SNIE 68-2-59, 18 September 1959...cc.c... 1242

593, The U.S. secks to increase the MAAG ceiling on per-
ing the ICC with plens for with-
drawal. or phase-cub of TERM. ISA Memorandwa for Joint
starf, 20 Octobex 227 U R O R (e SR o R iy T
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1960 Page
The evolution of political conditions necessitates that

policy guidance should be directed at the problem of

dealing with Sihanouk of Cambodie, "by all odds the

major single factor in Cambodia and the principal. barget

of U.S. policy." Further, the guidance of NSC 5809 is

not adequate. to.cope with the situvsation in Laos. OCB :
Special Report on Southeast Asia, 10 February 1960..ssecesces 1249

The Vietnam Country Team prepares a special report on
the current securily situation in Vietnam. "...the

. rural population is generally apathetic towards the Diem

covernment and there are signs of considerable dissatis-

faction and silent opposition." Without support of the

rural populatioh, no finsl solution can be found to the

jnternal security problem. Militarily, the GVN organi-

zation lacks unity of command. The situetion is sumed

up. Y. .the government has tended to treat the population

with suspicion or to coerce it and has been rewarded

with an abtitude of apathy or resentment." Saigon 278

Tt a e O HEREN TOB0, s s a0 S s s B

Williems testified thet he was working "MAAG out of a

job" end this is impressive to Senator Mansfield and

the Foreign Relations Committee. Mansfield requeasts

information on the situstion which now requires "the

addition of 350 men to the MAAG." Mansfield Letter to

T4 General Williems, 5 May 1060w deses s sesibeh sok s sasnnase 1276

Willisms replies that the 350 spaces referred to are the

TERM personnel now in deactivetion. The turnovei of

TRERIM spaces to MAAG ends the "sublterfuge as actually

uRM has had the undercover mission as logistical advi-

sers since activation." Williams MAGCH-CHOL to OSD

(for Mansfield), 20 May 1960.cceessciessossssnsnetvannecasses 1279

phe President approves changes in NSC 5809 end directs
jmplenentetion as HSC 6012, "U.S. Policy in Mainland
Southeast Asia." Policies toward Vietnam are essen-

‘$ially unchenged. ISC 6012, 25 July 1960.ccessscsssesenaasen 1281

Developments in South Vietnsm indicate an adverse trend

and if they remain unchacked will slmost certainly cause

the collapse of President Diem's regime. SNIR 63 1-60,

e S R R e ) O R o
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The U.S. assesses the possiltle coup groups in Saigon (e.g.
peasants, communists, labor, students, Catholic refugees,

sects, police and Army) and concludes that long term

effects of any demonstration depends on the attitude of

the Army. Saigon 538 to State, 5 September 1960....cvvvee.ns 1302

Jsnsdale offiers.several proposals to meet the threat to

security posed by the Viet Cong in Vietnem., Specificelly,

he recommends shifting the MAAG function emphasis to

assistance on tactical operations, increasing the MAAG

staff, priority be given to furnishing selective equipment,

more emphasis on counter-guerrilla intelligence training,

end certain actions on activities of the Civil Guard,

civic action, and MAF requiring interagency coordination,

Tansdale Memorandun for ISA, 13 September 1G60...caeenscocces 1307

The Diem regime is confronted by two separate, bul related

dangers -- & non-communistic coup abtempt in Saigon and

gradual Viet Cong extension of control in the countryside.

U.S. objectives rest on a strongly enti-communist but

popularly supported government; continued failures by

Diem is cause to seck alternative leaders. Saigon 624 to

State, 16 Sepbember 1960 «ocuws cascanos e snsne mensossnsosessess 1313

phe U.S. suggests numerous political actions to President

Diem, among them are Cabinet changes, more responsibility

for Cabinet members, alteration of the Can Lao Party from

a secrel orgenizetion to 2 normal politiezl party, in-

vestigation of Government depértments by the National

Assembly, freer press functions,. and measures to enhance

+the Govermment's support in rural esrezs. In addition, it

is suggested that Ngo Dinh Nhu, the President's brother,

De given an embassadorisl post outside the country.

Saigon 157 to State, 15 October 1960........,...........:.... 1317

Diem's responses to the suggestions for politiczl action
and ramovel of Nhu outwardly show no resentment. Saigon
802 tD StatC’ 15 OCtObGI" 3.9609.!0000"0..Q.-.-.tlt'.ﬂll'a.".. 1323

The U.S. urges preparation of an over-azll plan, sccep-

table to GVIi, for integraiion end centralized direction

of maximum resources Lo combat the insurgency. DOD-State ;
658 to Saigon, 19 October 1960..........i.................... 1325

U.8. urges Diem and the coup leaders to resch a quick
agreewent and avoid further bloodshed. Herver 7D to

Saig{}n’ llIEOVGTﬂbEI‘ 1960:004ﬂl‘...tﬂo.blIQD!I-'ICIIE.!‘II..Q.. 1327
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. . .
fansdale suggests that, in light of the abortive coun
against Diem, General McGarr's role should be expanded.
to permit freer contact with President Diem. frmbassa-
dor Durbrow has apparently lost "personal stature” with
Diem and should be removed. Tansdale Memorandum for
Secretary of Defense, 11 November 19604 vsessessnsainsavies s 1328

Dien may react firmly towerd the coup leaders since _
there are similarities to the circumstances of the 1954
attempt. Also Diem is probably now very suspicious of

__ Ambassador Durbrow. State Cable 775 invited Durbrow to

307-

308.

: 309.
310

311.

312,
315:

engege in this "demorealizing meddling in Vietnam's
affeirs." ILansdele Memorandum for Dougles, 15 November
19600I'0!lOIGOGD‘B.I‘..O_"I"l“‘.'l’.lt"!"l!.!lllt.t.ﬂt!.l‘ﬂl. 1330

The JCS consider that there 1s a valid reguirement to

jncrease the helicopter 1ift capsbility of the Vietl-

namese armed forces al this time, in view of the

deteriorating internal security- situation in Vietnam.

Jcs Memorendum for Secretary of Defense, 1 December 1960005 1332

Hhu and Diem are rankled by American press sbories on

nautocratic regime.™ There is below the surface talk

of another coup. The coup has increased chances of

peutralism end anti-Americenism among GVN crities.

It is recommended to continue to urge Diem to adont.

effective progrems even though the situation in Viet-

nam is highly dengerous to U.S. interests. Saigon 1151

toratete, 5 Decenber 1960k« e vonee vonnidoneesessmsscsnmposss 334

The U.S. assessment of the Iaotien situvetion is that,

37 present trends continue, it will remzin one of

“aonfusion, drift, and disintegration....lzos is head-

ing toward civil war." SNIE 68-50, 6 December 1960.....e0c0. 1340

The Bon'Oum Govermnment is in control, but faces criti-
cal provlems in the continuing Laos sitvation. Immed-
jate matters of concern are to bolster Phoumi forces,

forestball Wehru on reconstituting the ICC, and assump-
tion by the U.S. of primary advisor status. L70th NSC

e tinio, 20 Daceiibor 1060 susnissinslos doiseisisicishise sis ke sanasses 1346

Diem stresses his need for 20,000 additional troops.

piem states zlso that corvee labor is the only way to

collect "ecuivaelent teves" from peasants. Durbrow

urges adoption of liberalizing programs. Saigon 1216

to State, 24 December 1960. .. vomscvesosessssassnssssssonssnss 1348
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face
Ambassador Durbrow hands a memorendum on liberalization
to President Diem. Specifically, suggestions are made
to: (1) publicize budget heavings, (2) authorize the.
Assembly to conduct investigations, (3) work.out an effec-
tive press code, (14) and grant broader credit to the pea-

sants. Saigon 264 to State, 27 December 1960...veeseoess T | 12353

-~
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315. Defense reviews its files to determine the actions tezken

with State concerning Defense requirements for facilities

in Vietnan, L2Os, and Thailand. Uo requests for facili—p

ties in ILaos or Vietnam have been made to State exceof for

correspondence on improvement of two airfields in Vi%tnam

ISA Memorandum, for NSC, U January 1961:....uveceeene . 1356
316. The Counter Insurgency Plan (CIP) for South Vietnam is sub

mitted for approval to Washington. MAAG prepared mosg of i

the CIP which is based on State and DOD guidsnce. Some of

, ~the recommendations set forth have already béen ;ommuﬁi-

cated to GVN. The Country Team is not unanimous, however

on the recommended 20,000-man increase in RVNAF :—fburbréé

mainteins reservations. The CIP; which is an enclosure to

Pele 276, is not reproduced here. Saigon 276 to State

T o G ke 5 S R e R S e 1357

317. I&ﬁsident Eisenhover meets with President-elect John F
Kennedy on the subject of Leos. Attendees are Deah Ru;k
Robert Mciiamara, Douglas Dillon, and Clark M. Clifford :
Eisenhover gives the impression that if Laos applies fér
SEATO aid, the obligation of the U.S. end other signa-
tories is binding. Kisenhower says that "Laos is the ke
+o the entire area of Southeast Asia" -- if Laos falls 2
+hen all the area is written off. Xennedy asks “hoﬁlzén
it would teke to put a U.S. division into Laos." Ncmora§~
dum of Eisenhower-Kermedy Conference, 19 Jamuary 1§61.,,,,,,, 1360
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20 June 1956

MEMORANDUM FOR: THE DEFENSE MEMBER OF THE NSC PLANNING BOARD
THE SPECIAL ASSISTANT TO THE JCS FOR NSC AFFAIRS

SUBJECT: Tentative Army Position on "United States Policy in Southeast
Asia," dated 15 June 1956 (U)

The subject document has been reviewed and the following Department
of Army comments thereon are submitted.

a. Add the following course of action: "Insofar as possible,
grant US economic assistance in accordance with a definite plan for
economic development, avoiding the scattering of economic aid over a large
number of isolated projects.”

REASON: To increase the effechiveness of the US economic
aid program.

b. Add the following course of action: "Encourage the conditions
necessary to develop a Western Pacific collective defense arrangement
including the Philippines, Republic of China, Japan, and the Republic of
Korea, eventually linked with SEATO."

REASON: To improve the collective defense arrangements in

goutheast Asia and the Western Pacific.

L. C. SHEA
for EARLE G. WHEELER
Major General,GS
Director of Plans, ODCSORS

Reproduction of this document Regrading datea can-
in whole or in part is pro- not be predetermined.
hibited except with permission :

of the issuing office.
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20 June 1956
MEMORANDUM FOR: THE DEFENSE MEMBER OF THE NSC PIANNING BOARD
o THE SPECIAIL ASSISTANT TO THE JCS FOR NSC AFFAIRS

SUBJECT: Tentative Army Position on "Issues in Southeast Asia" (U)

1. Allied vs Neutral Countries.

a. Question: To what extent should the degree of alignment
with the Free World determine the U. S. attitude toward the countries
of Southeast Asia, particularly as regards economic, technical and
military assistance?

b. Answver:

(1) U. 8. attitudes toward the countries of Southeast
Asia should be governed by U. S. national objectives. U. S. objectives
must be based upon what is obtainable and therefore will vary from
country to country. These objectives range from retention of positive
support for U. S. positions to the prevention of any additionsl Communist
* influence in neutral nations.

(2) The above notwithstanding, it is generally in U. S.

. interests'to give preference to Allied nalions who share in the belief
that regional alliances are the only effective way to deter further
communist eggression. This should include special consideration for

U. 8. allies in the granting of economic, military and technical assistance.
However, this should not preclude the granting of & substantial amount of
aid to a neutral nation in preference to an allied nation, when it has
been determined to be in the national interest to do so. In granting aid
to neutral nations the US should declare its respect for the opinions of
those nations, bu the US should at the same time make clear that it does
not agree with the logic of their positions.

2. Relative Weight of Assistance Prograns.

a. Question: What proportion of U. S. resources available for
assistance to Southeast Asia should be allocated to economic and technical
assistance as against military eassistance? §hould greater emphasis be
placed on operating an expanding number of technically-competent, pro-
Western leaders and on "political warfare" activities, at the expense of
economic assistance, il necessary?

Reproduction of this document Regrading data cannot

in whole or in part is pro- be predetermined.
hibited except with permission

of the issuing office. Copy 1 of 10 copies.

Page 1 of 3 pages.
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b. Answer: ' A major proportion of U.S. resources available
for assistance to Southeast Asia should be allgeated to economic and
technical assistance. Greater emphasis should be placed on creating
an expanding number of technically competent, pro-Western leaders and
on "political warfare" activities, at the expense of economic assistance,
if necessary. ‘Grant military assistance should, in general, be limited
to those nations which either are threatened by Communist aggression or
are willing to provide forces for collective defense measures in support
of common- commitments. Reimburseable military assistance should be
extended to allied nations capable of bearing the cost and to other
nations which are ineligible for grant assistance but are willing to
develop their own capabilities to resist Communism.

3. Absolute Level of Assistance

a, Question: Should the absolute level of U.S. econcmic,
technical and military assistance to Southeast Asia be increased,
decreased, or maintained at present levels in the light of the current
Soviet campaign of political and economic penetration?

b. Answer: The absolute level of U.S. economic, technical
and military assistance should be maintained at present levels in the
light of the current Soviet campaign of political and economic penetration.
However, in neutralist countries, military assistance should be decreased
where it is in excess of the needs for maintaining internal security.

k. PFunctions of Indigenous Military Forces

a. Question: Should indigenous military forces in Southeast
Asia be designed (a) solely to maintain internal security, (b) to main-
tain internal security and assist local external Communist aggression,
or (c) in addition to (2) and (b), to contribute to collective defense
efforts in the area?

b. Answer: Indigenous military forces in Taiwan, Thailand
and the Philippines should be designed to maintain internal security, to
regist loral external Communist aggression and to contribute to collective
defense efforts in the area. Indigenous military forces in South Vietnam
should be designed to maintain internal security and resist Viet Ninh
overt Communist aggression. Military forces of other Southeast Asian
nations should be designed solely to maintain internal security.

5. U.S. Response to Aggression

a. Question: What political and military action should the
U.S. be prepared to undertake alone or in cooperation with allies in
the event of Communist seizure of control within, or overt aggression
" against, a Southeast Asian country? What would be the role of SEATO
in these eventualities?

-2~ Page 2 of 3 pages
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b. Answer: The U.S. should be prepared to intervene, prefbrj
ably with other SEATO nations, in the event of Communist oy?rt aggression
acainst Southeast Asia. SEATO military forces.should funcclon under a
U;ified Command, perhaps in the name of the United Nations.

6. Communist Activities

a. Question: What can the U.S. do to remedy t?e existing_laCk
of adequate Free World capabilities for coaunbering Communist subversion st
and penetration? Should the U.S. oppose or a?tempt to match all C?m@unls
activities in Southeast Asia or should Communist-bloc trade, technicians,
and investments be tolerated within certain limits?

b. Answer: The U.S. should not oppose or attempt to.match all
communist activities in Southeast Asia. With a careful selection of
projects, US aid can show the greater advantages of Western methods.

7. Colonialism

a. Question: Should the U.S. uniformly oppose the c?ntinuance’
of colonialism or should it assist its European Allies to retain strategic
outposts against Communist penetration in Southeast Asia?

b. Answer: The U.S. should oppose the continuance of colonialism.
However, an exception should be made when colonies, e.g. Hong Kong, serve
as strategic outposts against Communist penetration.

V. P, MOCK

for EARLE G. WHEELER
Major General, GS
Director of Plans, ODCSOES
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‘ K SECRET

PROBABLE DEVELOPMENTS IN NORTH AND SOUTH

- VIETNAM THR

i -

QUGH MID-1957

THE PROBLEM

To anﬁlj&e the current political, economic, and military situation in North and
South Vietnam and to estimate probable developments through mid-1957.

COMCLUSIONS

1. We believe that the Communist “Dem-
ocratic Republic of Vietnam” (DRV) will
not attempt an open invasion of South

" Vietnam or 2 large scale guerrilla war-

fare effort during the period of this esti-
mate because of the danger of US or pos-

" sibly SEATO counteraction and because

such action would prejudice Bloc empha-
sis on peeceful coexistence elsewhere.
The Communist regime will almost cer-

tainly remain in firm political control

throughout the pericd of‘ this estimat?,
despite some passive resisiance and seri-
ous econornic difficulties. It will require
continued large scale Bloc aid to make

- even limited progress toward developing

a self-supporting economy. The DRV

i army will retain the capability of defeat-
ing- the total forces of South -Vietnam,
g- th

Lnos, and Cambodia. (Paras. 7-11, 13-
16, 18-21, 64-68)
9 In South Vietnarn, the trend toward

. S ErA = £l | .
political stability and popular confidence

in the government will probably continue,

‘parring & DRV invasion, large scale guer-

rilla action, or the death of Diem. Never-
theless, such contingent developments as

intensified Bloc support for DRV objec-

SECRET T 1

tives or reduction in Diem’s internaticnal
support could stimulate greater Commu-
nist subversive pressure, weaken the
South Vietnam government’s cenfidence,
cause some loss of its public support, and
revive opposition efforts for reconcilia-
tion with the north. (Paras. 35-39,69-72)

3. Progress toward resolving basic eco-
nomic problerns will probably continue
slow, but economic coaditions in South
Vietnam are not likely to have sericus
adverse political eifects during the next
year, as rice pro'duc{;i_on, rubner exports,
and large scale US aid provide reasonable
living standards. (Paras. 40-46)

4. All significant sect resistance in South
Vietnam has been eliminated, but some

8,000-10,000 armed Communists and a |

Coramunist political network scattere

through the villages continue to pose 2

serious internal security problem.

will probably improve gradually as more

units are released from security missions

for training, but by mid-1957 it will still
ot

be unable to contain a DRV attack for a
prolonged period. (Paras. 47-56)

LUGT

ihe
effectiveness of the South Vietnam army ;
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DISCUSSION

[. INTRODUCTION :

5. Under the terms of the 1054 Geneva Ac-
cords on Indoching, ¢he &rea of Vietnam north
of the 17th parallel was Pplaced under the ad-
ministration of the Vietnamese Communists.
mhe French assumed responsibility for imple-
mentation of the Armistice provisions in the

" area south of the 17th parallel, but neither

the French nor the Diem government has
acknowledged responsibility for implementing
the political settlement envisaged in the Final
Declaration of the conference.

6. The UK and the USSR, as co-chairmen of
the Geneva conference, rmet in London in
April and May 1956 and reafiirmed support
jor the political settlement foreseen at Ge-
neva but implicifly approved postponement of
its implementation, including the nationwide
elections. The co-chairman called upon 2ll
parties to preserve the status quo and re-
quested the International Supervisory and
Control Commission (ICC) to continue super-
vising the Armistice. Thus no steps have been

“tak ring ificati ~ a politica
taken to bring aboul unification or a political

sottlement  in Vietnam, and the partitioning

of Vietnam has been tacitly accepted by the

Geneva conference powers for an indefinite
+

' peried of time. In the meantime, the Commu-

nist regime in the north and the Diem govern-
ment in the south have been developing their
own institutions and preparing for an exiend-
ed ‘pel'iOd of struggle for control of Vietnam:.

. NORTH VIETNAM — CURRENT SITUATION
AND TRENDS

7. The Communist Party of Vietnam (com-
monly called the Viel Minh) and its govern-
montal apparatus, the “Democratic Republic
of Vietnam” (DRV) continue to exercise firm
and effective control over the estimated 13
million inhabitants of North Vietnam. Al-
though critically lacking in technically
trained personnel, the Communist regime
possesscs'a large number of experienced po-

litical workers and has made considerable
progress in developing an effective adminis-
trative machine. It has strengthened its con-.
trol despite severe food shortages, continued
passive resistance to its internal policies, and
the gradual reduction of its prospects for early
domination of all Vietnam.

8. Ho Chi Minh continues to occupy a pre-
eminent position among Vietnamese Commu-
nist leaders, despite some de-emphasis of his
public role. His prestige as a nationalist lead-
er is still a significant factor in the atlifude
of many people in South Vietnam and South-
east Asia toward the Vietnamese Communist
regime. Power relationships at the level be-

‘low Ho are not clear, but party Secretary

Truong Chinh, Premier and Foreign Minister
Pham Van Dong, and army coximander Vo
Nguyen Giap appear to share top level re-
sponsibilities. We have no evidence of policy
or personal difierences among these three men
or of the existence of “pro-Chinese” and “pro-
Soviet” factions in the party.

9. The regime’s primary concern in the past
year has been to develop more efiective con-
trols over the people and the economy and to
deal with such immediate problems as reha-
bilitation, malnutrition, widespread diseass,
famine, tightening of the party apparatus,
and the development of the armed forces.
Although violence and intimide on have been
employed selectively, the Communists have
so far refrained from the publicized, wide-
spread terror employed in Corrmunist China
during the consolidation perio¢ in 1951-1952.
Strenuous efforts are still being made to rally
popular support behind front groups on the
basis of nationalist and unification slogans.
The most important of these is The Father-
land Front which is designed not only to
mobilize support in the north for immediate
reconstruction tasks but also to attract sup-
port in South Vietnam for Communist efioris
to unify the country.
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10. The Catholic population of approximately
750,000 appears o be the main center of
~ssive resistance to Communist indecirina-

~tion and DRV conirol. The Communists ap-

- lectivization of agriculture.

ear to have recognized the special nature of
tne Catholic problem and, probably with an
eye both to reducing opposition and impress-
ing the evacuees in the south, have moved

- slowly to restrict e¢hurch activities. At the

same time, they are attempling to weaken
the hold of the clergy over the communicants
by various means including visits of “puppet”
priests from Easlern Europe. To date the
Vietnamese Catholic hierarchy appears ' to
have been fairly successful in maintaining its
position among the Catholic population.

11, The substantial ethnic minorities, who live
outside the river deltas, have an ingrained
dislike for all Vietnamese and there have been
some instances of armed opposition by the
tribal groups of north and northwest Tonkin.
To integrate these minorities politically and
to lessen their opposition to Communist lead-
ership, the DRV has established “autonomous
administrative areas” nominally controlled by
{ribal dignifaries loyal fo the Communists.

In any event, Communist military and sscu- -

rity forces are capable of eliminating any
active resistance in the north.

Economic Policies and Courses of Aciicn
12, The regime is moving gradually fo extend

its contrs! over all aspects of the economy,’

but it hes not yel attempted detailed over-all
planning, the nationalization of small pro-
ductive units and domestic trade, or fhe col-

regime is attempting to deal with immediate
problems on the following priority: (a) in-
creasing agriculiural production; (b) restor-
ing the transportation network; and (c) re-

‘habilitating export industries, e. g., coal, ce-

rient, phasphates, and textile and other light
indusiries. Thus far the regime has nof be-
gun to siress heavy industrial development
and is concentrating a major portion of its
industrial preduction on consumer goods.

_13. The regime’s major economic problem is

{o meet the minimum consumption needs of
the population while developing a self-sup-

At present, the -

porting economy. Prior fo 1954 the annual

. rice deficit of North Vietnam averaged about

200,000 metric tons. As a result of wartlime
damage to irrigation facilities and an un-
precedented series of floods, droughts, and
insect scourges, the rice deficit in each of the
past two years has amounted to at least
500,000 metric tons. With shipments from
South Vietnam cuf to a trickle since 1954,
the DRV appealed to the Bloc for relief.
However, imports through April 1956, consist-
ing of token shipments from Communist
China and some 200,000 tons of Burmese rice
purchased by the USSR, have fallen far short
of minimum requirements. In Deeember 1955
the DRV announced that the per capita food
consumption in that year had dropped at
times to as low as 500 calories per day. i

14. There will probably be some improvement
in the food situation in 1956-1957. The USSR
has agreed to accept up to 460,000 tons of Bur-
mese rice each year through 1959. It is likely
that the Burmese will actually.ship a high
percentage of this figure and that the DRV
will receive a major share of this rice. Al-
though the spring crop in 1956 will probably
again fall below normal because of conlinued
adverse weather, the extensive efforts of the
regime to mobhilize all segments of the popu-
lation for- irrigation repair, reclamation of
abandohed land, cultivation of new land, and
planting of subsidiary crops should lead to
a gradual increase in domestic output.

15. However, North Vietnam will not achieve
self-sufficiency in rice in the next few years
even with optimum weather conditions.
-Planned investment to increase the supply
of fertilizers, pumps, improved seeds, and ag-
ricultural implements appears insufiicient to
achieve a substantial increase in output in
the near future. Moreover, the current pro-
gram for redisiribution of land will probably
depress production.

16. Rehabilitation of modern indusiries has
gone slowly due to & lack of raw materials,
technicians, and equipment. Coal production
in 1955 is estimated to have béen about 700,
000 tons compared to 900,000 tons under the
French in 1953 and the pre-World War 1I
peak of 2,600,000 tons.. The rate may reach

SECRET
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800,000 {0 1,000,009 tons in 1956, permitting
an export of 300,000-500,000 tons. By the
end of 1956 cemnent production may reach its

* former annual rate of 300,000 tons. The large

textile plant at Nam Dinh returned to limited

‘production in December 1955 but even when

operating at full capacity it will provide only

“about half of North Vietnam’s requirements
‘and it is dependent on’ imported cotton.

17. With Chinese Communist technical and
manpower assistance, rapid progress has been
made in restoring transportation and com-
The rail link -from

has been restored and the Haiphong-Kunming
line will probably be fully restored this year.
This construction will link scuthwest China

 with Sea transport at Haiphong and the main

- Chinese rail system at Nam Quan. The line

from Hanoi to the 17th parallel is also being
rehabilitated and it is possible that service
south to Vinh will be established by the end

‘of the year. With Chinese assistance, the

DRV has also made rapid progress in rehabili-
tating North Vietnam’s highway system. A
bridge building program for 1956 is aimed at
climinating most of the ferries on primary
roads. Rehabilitation of the Hanoi-Lai Chau
route and of roads south from Hanoi toward
the 17th parallel will facilitate the movernent
of troops and supplies to any point along the
borders of Laos and South Vietnam.. Soviet
assistance is making possible the improvement
of port facilities at Haiphong which will fur-
ther expedite the distribution of Bloc mili-
tary and economic supplies. '

. 18. The chronic deficit in the balance of pay-

ments position of the North Vietnam avea has
been deepencd by the failure fo restore agri-
cultural and industrial production and by the
abnormal requirements for foreign goods and

.technical aid. The foreign exchange position

has also been worsened by the brezk in com-
plementary irade relations with the south.
A measure of the deficit and of the critical
economic situation is suggested by the magni-
tude of Bloc grants to the DRV. In July 1955,
Communist China granted the sum of 800,-
000,000 yuan (about $330,000,000 at offcial
rates) and the USSR promised 400,000,000
rubles (100,000,000 at official rates). Smaller

4

grants have been extended by several of the
JEurcopean Satellites, A substantial portion of
the aid received has been in the form of con-
sumer goods.

19. We believe that during the pericd of this
estimate the DRV will continue to concen-
trate, with moderate success, on efiorts to
increase agricultural, mineral, and light in-
dusiry production. The DRV has the re-
sources to increase exports and to support
a modest industrial development. However,
at least for several years, it will require sub-
stantial Bloc assistance to support even a
minimum standard of living and there ap-
pears little prospect for substantial forced
saving to support rapid industrialization in
the near future. '

DRV Military Sirengih

20. The *“Vietnam People’s Army” (VPA)
now has a total strength of about 266,000 men
organized in 16 infantry divisions, 2 artil-
lery divisions, 1 AAA groupment, 10 separzle
infantry regiments, and 5 border and coast-
al security regiments. As the VPA continues
_its evolution foward a modern force, several
more divisions may be organized using exist-
ing separate regiments. Althougn further
substantial increases in theé numerical
strength of the army appear unlikely, a ready
pool of semifrzined manpower exists among
the 117,000 men now in regional and popular
troop units. The recent announcement by
the DRV of a {roop reduction probably re-
fleets the releass of unfit personnel since the
Armistice.

'21. More extensive training was probably
made possible by reduced commitments fo
internal security missions and reconstruction
projects, and multidivisional maneuvers were
reported in late 1955. We believe that ahout
half of the major combat units are combat-
ready and the remainder probably will reach
that status during 1956. Even at its present
level of training, the VPA is capable ¢f de-
feating the total military forces of South Viet-
nam, Cambodia, and Laos. '

22. There were no significanft changes in the
dispositions of VPA units during the past

SECRET

1070



'ﬁvhtcrs operational i 1957.
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car and the largest eoncentration remains
in the Delta region, approximately 300 miles

{rom the 17th parallel. However, clandestine

uerrilla operations, inc tuding lnﬁluratlon of
small units, could be comducted against South
vietnam and Laos without major trocop move-

ments.

combat air capabilities at the present time,
put some air training probably is underway
in Communist China. It is possible that the
DRV will have one or £wo regiments of piston
There are 26
former French air fields in North Vietnam,
five of which could be used with little or no
development to suppori sustained operations
by Ce= amunist jet fighters, and one of which
could probably support sustained jet light
Pomber operations. The DRV has no sepa-
rate naval organizatiom and coastal defense
depends on small armed craft and ground
patrols. A

5 -

DRV Exiernal Relations and Policies

We believe th'h,
the DRV is firmly connmitied to the policies of
the Sino-Soviet Bloe, even to the extent of
subordinating or posiponing the pursuit of
its Jocal or regional objectives in the interest
of over-all Bloc taclies and sirategy. The
attitude of DRV leadership follows from its
Communist world outlook and from the fact

that DRV objectives'can only be realized with

Sino-Sov ici Bloc support.

23. D“spltc jts close ties with and dopendemo
on Peiping @ and Moscow, the DRV on occasion
acts in less conformity with the. Bloc than
thc Luropean S(..LCHILC». A number of consid-

ations account for this special status. The
\1105 sarnese Communists fought their own

fieht azainst French colonialism. The DRV

possesses an army and security organization
which was developed prior to 1950 independ-
ently of sino-Soviel material assistance. The
appearance of relative mdop’*ndence cuated
by some DRV actions may, never theless, serve
to further Bloc interesis elsewhere in SOUL}I-

east Asia.
Bloc economic ard
diplomatic support 1y not have el DRV

———

93. The Vietnamese, Communists have no

expectations. Bloc deliveries of rice have
been far below levels necessary to prevent
widespread debility in North Vietnam. Mi-
koyan’s visit to Hanoi in April 1956, the first
by a major Soviet official, was made a great
public occasion and DRV propaganda sug-

- gested some expectation that new aid or

. economic agreements might result. No new
Soviet-DRV arrangements were announced,
however, and in fact Mikoyan departed with-
out issuance of the usual joint communique.
The USSR also failed to press DRV demands
either for the “strict implementation” of the
Geneva Agreements with respect to north-
south consultations and elections, or for re-
convening the Geneva conference. The So-
viet position, as it developed at the April-May
Geneva co-chairmen talks, accepls mainte-
nance of the status quo for the time being.
Although the Chinese Communists have been
more forthright in supporting the stated DRV
position, the Soviet Union has shown no dis-
position to support the DRV’s basic objective
of securing control of all Vietnam “at the risk
of jeopardizing Soviel policy objectives in
other areas or the Bloc’s campaign of em-

‘ phasizing “friendship” and reducing tensions.

27. The rather aloof position of the USSR,
which increases the dependence of the Viet-
namese Communists on Communist China,
may be disappointing to the DRV. Some ele-
ment of the traditional Vietnamese distrust of
the Chinese probably survives among Viet-
namese Communist leaders, despite tn bond
of Marxism, and the DRV may well wish that

"it could counter Chinese influen 2 with closer
Soviet ties.

28. Substantial differences over policy toward
South Vietnam, and possibly 1 02s, may de-
velop between the DRV and the USSR and
Communist China if prospects for an early
xtension of Communist control to South Viet-
nam continue to decline. Even/in this event,
however, ant despite the DRV’s potential
capacity for independent action, we belieye
that other considerations would prevail to
cause the DRV to continue its loyal adherence
to the Bloe.
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ing full” Bloc SU}?PC{I‘fj for its reuniﬁcati?n
demands and recognizing that the July 1956
dezdline for elections would not “be met,
the DRV is now adjusting its policies for the  differences.
Jonger pull. The regime’s public position that :
the Geneva provisions must be fulfilled and
that nationwide elections must be held re-
mains unchanged. - However,.the DRV is now
playing down the demand for early reconven-
ing of the Geneva conference and increasing
its demands for direct north-south consulia-
The DRV has accepted the position
taken by the Soviet Union at the London talks

should continue their functions despite the
dissolution of the French High Command.
" fhe DRV has also enlarged the scope of ifs
diplomalic activity to enhance is interna-
tional prestige and position and to secure the
brozdest possible foreign support for eventual
implementation of the Geneva Agreements.

30. At the same time, the DRV has main-
i tainéd jts network of political and paramili-
tary cadres in the south. It has continued -countries, but no non-Bloc country has ex-
‘its efforts to penetrate the government of
South Vietnam and probably is maintaining
contact with non-Communist but anti-Diem
Vietnamese, chiefly those now in exile, who
favor conciliation with the north. Through  tain an Information Ofiice in Rangoon.
use of nationalist themes and {ront organiza-
tions, it is attempting to retain popular iol-
lowing in the south."jNinety-ﬁve thousand
men were evacuated from the south in the
{ first few months following the Armistice. The
DRV probably views this group as a possible
instrumeant for subversive activity in South
i Vietnam and some may have been retrained,
_' reindoctrinated, and perhaps even reinfil-
i trated

~31." Policies Toward Laos and Cambodia. The
‘Communist rebel movement in Laos, the
Fathet Lao, is completely dependent on DRV
support and assistance to maintain its posi-
IthIl in the -nou.he.m plO‘.’.lll’}_CE::. Although Il SOUTH VIETNAM — CU
the DRV continues to support the Pathet Lao,
it has begun to soften its line toward the
Royal Lao government. In place of its eaxlier  Political
criticistzn of the Lao governmeni, the DRV
now praiscs the Lao government's professed
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AND TRENDS

99. Policies Toward South Vietnam. XLack- adherence to the “five principles of coexist-
ence,” encourages Laos to adopt a neutral
foreign policy and to enter into direct consul-
tations with the Pathet Lao to resolve their

32. DRV policy toward Cambodia encourages’
neutralism and the establishment of wider
contacts between the Cambodian government
and the Communist world.
has virtually eliminated its previously bitter
condemnation of the Cambodian government
and is now extravagant in its praise of Cam-
bodian foreign policy and its “resistance” to
- S Bk alleged US “plots” to undermine Cambodian
that the ICC and Joint Armistice Commission  jnqependence. Future DRV policies with re-
spect to Laos and Cambodia will probably
reflect the guidance of Moscow and Peiping.

33. Policies Toward Other Countries.
relations with other stafes in Asia, the DRV
has attempted to increase supporé for its
position on unification, to further the gen-
eral Bloc peace campaign, and to obtain dip-
lomatic contacts and recognition.
ent, North Vietnam is recognized by all BEloc

The Hanoi radio

In its

At pres-

tended full diplomatic recognition. India and
Indonesia have exchanged consular represent-
atives with both North and South Vietnam
and Burma has permitted the DRV fo main-

DRV has taken special pains to woo the In-
dian delegates to the ICC.

34. The DRV has severely curtailed remain-
ing French cultural activities in North Viet-
nam and the much publicized commercial
arrangements have been too restrictive to
hold or altract any significant economic ac-
tivity by the French. However, the DRV has
won French agreement to the establishment
of a commerecial and cultural mission in Paris.
Its presence will complicate French relations
with Diem and facilitate the maintenance of
DRV infiuence ameng Vietnamese resident in

NT SITUATION

35. During the past year President Noo Dinh
Diemy’s government has greatly strengtnencd

23
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its internal political position in South Viet-
nam, a country with an estimated population
of 12 million, ~The national referendum in
October 1955 established the legitimacy of the
Government of Vietnam (GVN), and com-
pleted the elimination of Bao Dai as Chief
of Siate and as a major political factor in
South Vietnam. By the end of March 1956,
Diem reduced .the ‘Cao Dai and Hoa Hao
grdups to political impotence -by a series of
moves which culminated in the elimination’
of the Cao Dai ariny as an independent mili-
tary force and the capture, trial, and execu-
tion of Ba Cut, the last important active Hoa
‘Hao resistance leader.

30. On'4 March 1256, in South Vietnam’s first
naticnal elections, 80 percent of the eligible

* yaters. participated in electing 123 deputies

from 405 candidates for the Constituent As-
sembly. The returns gave pro-Diem forces a
substaniial majority. Although nearly one-
third of the government-favored candidates
were defeated, no openly anti-Diem deputy
was elected. This was due in part to govern-
_ment manipulation of the election campaign
and in part to a boycott of the elections by
most of the opposition parties. Despite efiorts
by the Vietnamese Communists and other
resistance groups to disrupt and sabotage the

L=l

- i yoling, the elections generally were calm and
{orderly. The Constituent Assembly will sit

for a four-year term as the first National
Assembly.

37. The deputies in the Constituent Assembly;
which convened 15 March, are divided among
political parties as follows: National Revolu-
tionary Movement (NRM), 61; Revolutionary
Workers Party (RWP), 15; Cilizens Rally
(CR), 26; Movement of Struggle for Freedom
(MSF), 6; and Independents (including one

- Dai Viet), 15.- The NRM is the Diem govern-

ment’s primary source of organized political
power. Although Information Minister Tran
Chanh Thanh is ifs titular head, a large part
of the party is controlled by Diem’s brother,
Ngo Dinh Can, who controls Central Viet-
nam. The RWP, also a government party, is
led by Diem's brother, Ngo Dinh Nhu. While
the CR, MSI, and most Independents now
support Diem, they contain some members

SECRET ' hE L 7

who have reservations about some of Diem's
methods and are potential centers of parlia-
mentary opposition.

38. Diem will probably maintain his domi-
nant political position in South Vietnam dur-.
ing the period of this estimate. The consti-
tution, which has been drafted under Diem’s
supervision, gives the President wide powers
including the right to appoint the first Vice
President and to suspend civil rights during
the life of the first Assembly. Diem’s personal
prestige will probably be enhanced by im-
provement in internal securily and by con-
tinued frustration of Vietnamese Communist
objectives. However, he will continue to face
serious problems in attracting additional ac-
tive support for his government, in part be-
cause of his reliance on a small circle of rela-
tives and trusted friends. While Diem’s con-
trol of the Assembly during the period of this
estimate will probably be adequate to insure
adoption of any important measure he wishes
enacted, his inclination to hold a tight rein
on the legislature may accelerate the develop-
ment of an active opposition.

- 39. The appoini,mén{; of a Vice President by

Diem, now 55, will remove much uncertainty
over presidential successorship. Neverthe-
less, Diem’s death, whether by natural causes
or assassination, could result in serious fac-
tional disputes in the government and among
the major political parties which could strain
the new governmental institutions. Ngo Dinh
Nhu and Tran Chanh Thanh, key figures in
the RWP and NRM, have a greal deal of
political power and would play important
roles in any redistribution of power, but nei-
ther of these men has a wide popular {ollow-
ing. To some government critics and govern-
ment supporters Thanh symbolizes the more
regressive features of the Diem regime. At
the moment, Sccrefary to the President and
Acting Minister of the Interior Nguyen Huu
Chau appears to enjoy Diem’s favor and has
grown rapidly in stature and power, but he
has no organized political backing apart from
his support by Diem and Nhu. Ngo Dinh Can
would probably play an important behind-
the-scenes role in any redistribution of power,
but his lack of national stature and poor
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health would almost certainly rule him out
as a leading contender for leadership. Tran

: van Lam, leader of the CR, is ambitious and

enjoys considerable popular.ity in thc_ »§outl}-
ern provinces, but his polltlcgl position is
weak, Although the army high command
nhas been trying to keep the army out of poli-
tics, the prestige and strength of the army
would almost certainly play a ma jor and possi-
bly decisive role in the redistribution of politi-
cal power. Thenumerous anti-Diem national-
ists in South Vietnam and France would prob-
ably attempt to re-enter the picture and their

.maneuvers would add to the confusion, How-

ever, many of these men are discredited be-
cause of their past relalions with Bao Dai,
the French, or the Communists, and it is
doubtful that any of them could muster suf-
ficient backing to gain confrol.

Economic
40. South Vietnam is normally an agricul-

tural surplus area, exporting rice and rubber.

puring World War II and the civil war
periods large portions of cultivated land were
abandoncd and the fransportation and irri-
on systems deteriorated. Current rice

roduction is less than two-thirds the pre-
World War II levels, and exports in 1955 were
only about 100,000 tons as compared with the
prewar annual fotal of more than one million
fons. Current rubber output of 54,000 tons
exeecds the prewar level by about 10,000 tons
and rubber has replaced rice as South Viet-
nam’s leading foreign exchange earner. In
1955,'high'markct prices raised the value of
South Vietnam's rubber exports almost 80 per-
cent above 1954 and to more than half the
value of all exports.

41. Because of the decline in rice exports and
the large imports of consurer goods and, to a
lesser extent, capital gocds for rehabilitation,
South Vietnam is running a large deficit in
its balance of payments. In 195¢ exporis
covercd 17 percent of imports while in 1955,
even with unusually hizh rubber prices, ex-

orts covercd only 25 percent of imports. At
present, US aid is filling the gap and is an
im}'}ori.z-.n’r. factor in the relatively high stand-

ards of living prevalent in much of South

Vietnam. For the fiscal years 1955 and 1956
the planned level of US economic and military

_aid for South Vietnam totaled approximately

1

$520 million (not including the value of US
equipment already in Vietnam and irans-
ferred "to the GVN). At present the US is
financing about 90 percent of the GVN mili-
tary budget, 65 percent of the combined mili-
tary-civilian budget, and 75 percent of all
South Vietnam’s imports.

42. The withdrawal of French military forces,
the termination of France’s preferential trade
status, and the loosening of French-Vieina-
mese political ties have combined to curtail
the scale of French industrial and commercial
activity in South Vietnam. French business
interests are withdrawing abouf as rapidly
as Vietnamese restrictions on currency trans-
fers permit. South Vietnam’s import trade is
moving away from France toward Japan and
the US. In 1953 and 1954, ¥France supplied
about 80 percent of South Vietnam’s imports.
In 1955 the figure dropped to 50 percent and
the downward trend is continuing. In the
same two-year period, Japan’s share of South
Vietnam’s imports has increased from three
to 12 percent.

43. The GVN has not yet eflcetively come to
grips with its economic problems. President

Diem has stated that 1956 will be a year of

economic consolidation, but through the first

six months of the year, GVN altention con-

tinued to be focused on security and political

issues. Only the most pressing economic

problems have received serious government at-

tention and those have generally been dealt

with by ed hoc methods or authoritarian de-

crees. For example, the government has at-

tempted to cope with a serious threat of infla-

tion by a series of decrees controlling prices

and inventories for many items and establish-

ing high fines and even the death penally for

attempts to corner the market. These meas-

ures have contributed little to preventing in-

flation and have aroused the resentment of
the important Chinese community. Inflation-
ary pressures have been held in check pri-

marily because the government has been able,

with US aid, to maintain a fairly high
of imports of consumer goods.
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44, Progress has been slow in the resettlerent
of refugees and in the implementation of other
measures to increase agricultural production.
The limited land reform program inatgurated
in 1953 is unattractive to the peasant in com-
parison with extravegant Communist prom-
jses. Landlords are objecting to the low rents
provided for in the program and their opposi-
tion-plus the general lack of-ofilcial determi-
nation and administrative competence has led
to the stagnation of land reform.

45. Nevertheless, the GVN has made some
progress in building the organizational struc-
ture necessary to replace institutions of the
French colonial period. The GVN has created
an independent national bank, a foreign ex-
change ofiice, an investment fund, a govern-
ment-owned commercial bank, and an inde-
pendent curiency. President Diem has pro-
posed establishment of 2 High Econormic Coun-
cil to guide the country’s economic develop-
ment and he has made informal reference to
the possibility of a four or five year plan for
economic rehabilitation and development. In
addition, government ofiicials now administer
‘a substantial import program and the appli-
‘cation of a substantial US foreign aid pro-
gram. Although these new institutions and
econornic activities provide an essential be-
ginning for further economic progress, they
are not yet fully operative or effective.

46, Though South Vietnam cannot become
economically self-supporting so long as it
must maintain armed forces of the present
size, its economic position could be substan-
tially improved by economic and fiscal re-
forms. - However, during the peniod of this
estimate there is little prospect for marked
development of South Vietnam’s economy or
for a significant reduciion in its balance of
..trade and budget deficits. . Inflationary pres-
sures are almost certain tfo contimie. How-
ever, the food supply, a critical political fee-
tor, is likely to be maore than adequate for
domestic necds. Provided security conditions
continue to improve, the GVN will probably
give cconomic problems increased attention
during the coming year and will probably be
able to make some progress toward solutvion
of several specific econormic problems, A pro-

:3
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* French-Vietnamese military agi a
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gram to resetile 100,000 refugees on aban-
doned land has been developed and some
40,000 of these have already been relocated.
This projeet will probably be followed by fur-
ther resettlement projects which are likely to
reduce substantially the refugee problem dur-.
ing the estimate period. Additional land will
probably be brought under cultivation. Some
improvement is likely in tax collection and
in handling the problem of French disinvest-
ment. By mid-1957, economic development
planning will probably be well advanced, but
concrete results are unlikely within the period.

Military

47. Current strength of {he Vielnamese Na-
tional Army (VNA) is approximately 145,000
troops. The VNA is organized info 4 field
infantry divisions (8,500), 6 lizht infanfry
divisions (5,225), 1 airborne groupment
.(4,000), 13 territorial regiments, 5 sepa-
rate scet regiments, and 15 assorted combat
battalions. Although some progress has been
made during the past ycar, the extensive
plans for treining and reorganizing the VRA
have felleni behind schedule because most ma-
jor units have been dispersed with many oi
them engeged in securily operations. Prin-
cipal VNA weaknesses are an inadequatie logis-
tical and technical support sysiem, an inefiec-
tive chain of command, and inexperience at
the command and stafi levels. At least six
months of uninterrupted training will be nec-
essary to bring the VNA to minimum opera-
tional efiectiveness at division level. VNA
loyalty to President Diem and his policies
seems assured. The army’s srlf-confldence
and morale are generally geod.

1LiC

48. When the French High Ccramand was
inactivated on 23 April 1956, all previous
nis were
terminated. All French combat units have
been wilhdrawn from Vietnam. Aiier 1 July,
only a few French army personnel remained
in South Vietnam, in addition to a 1,000-man
French military support group for the ICC.
The Viectnamese and the French are now ne-
gotiating concerninig French support for the
ICC and the French role in training the Viei-
nam forces, particularly air and navel
7.
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: The primary US-directed effort has
forces. P
aen the frainine of a Vietnamese instructor
bzen the o
- corps and the development of training ‘pro-
grams throughout the Vietnamese army. US
personnel are detfailed to VNA training cen-
er. units at division level, and to major
ters, to !
territorial commands to supervise progress
and implementation of the training program.
The US military group in -South Vietnam has
been held to its pre-Geneve size despite the
near complete withdrawal of the French mis-
sion, which totaled about 2,500 personnel
However, a 350-man
US Temporary Equipment Recovery Mission
"Rii) is being established in South Viet-
(T S
 nam. :

" 49, South Vietnam'’s embryonic afr force

(VVAF) has grown only slightly duringz the

and 100 pilot frainees. VNATF aircraitl inven-

.- tory is 143 planes, mosily trainer/liaison and
. transport types. Although the air force is

receiving ¥8X piston fighter-type planes, it
is unable to meaintain even limited flight oper-
ations because of & lack of quelifled mainte-
nance personnel. The VNAF has 2 limited
capability to' provide air support to ground
troops, artillery observation, alr evacuation,
lizison, and air lift for paratrcop operations.

No-significant increzse in VNAF capabilities .

appears likely during the next two to three
. years.

50. South Vietnam’s navy is under operationa

control of the Chief of Staff of the VNA and:

under the admir.strative cornmand of a senior
naval ofiicer.” Personnel strengin is 142 ofi-
cers end 1,755 men, with a Mearine Corps of
44 officers and 1,775 men. The forces afloat,
which have been augmented over the past year

by additions from the withdrawing French

forces, include 3 submearine chasers (PC),
3 coastal mineswezpers (MEEC (0)), 14 am-

phibrous vessels (2 LSM, 2 LSSL, § LSIL,

5 LCU), and 170 smaller amphibious and .

patrol craft. The Vietnamese navy has lim-
_jted efiectiveness, but it is eapable of under-
taking river patrol and minor coastzl and
amphibious operations. Capabilities should

improve substantially in the near fulure be-
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Its current strength of 3,336 in-
cludes 103 trained ofiicer and enlisted pilots ~

10

cause of continued US aid and intensive train-
ing programs which include technical train-
ing in the US and France.

51. We believe South Vietnam’s military and

"securivy forces are capable of maintaining

the government in power against any poten-
tial armed opposition now located south of

concerted guerriliawarfare supported by in-
filtration of men and supplies from the nortn, |
relatively large areas of rural Vietnam prob-
ably would be lost to government control.:In|
the event of full scale invasion, the Vietna-
raese forces at present probably could not de-
lay for more than 60 days & Vieinamese Com-
munist advance to the Ban Me Thout-Nha
Trang line. If the tread toward improved
internel securily and increased efiectiveness
of the Civil Guard continues, it will be possi-
ble to step up training and reorganization of
the VINA, thereby improving its capabilities
durlng the period of this estimate. However,
by mid-1957 Vietnamese forces will still be
incapable of delaying for more then 80 days

the 17th parallel.T'In the event of 1argé"scalc,l
|

an advance by DRV forces beyond the Ban Me

Thout-Nha Trang line.

Internal Securily

52. The internal security situation in South
Vietnam has improved substantielly during
the past year. The sects are no longer a ma-
jor security problem for the GVN. Most of
“the important non-Communist sect leaders of
a year ago have either fied the country, been
killed or captured, lost conirol of their forces,
or rallieg to the government. Remgzining sect
armed bands are scattered and disorganized
and probably total no more than 2,600, Al-
though varicus bandit groups will prohably
centinue to cause local disturbances, it is like-
ly that organized non-Communist resistance
will virtually disappear during the period of
this esiimate.

53. Wivh the sect problem basically under con-
trol, the Comnmunist underground represents
the only serious threat to infernal sccurity
in South Vietnam. Reporls on Communist
armed strength in the south over the past
year have ranged from 5,000 to 10,000. Our
best. estimate of current strength is 6,000 {o
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10,000 with appr oximately 5,000 organized in
skeletal company and batlalion sized units
'which could be expanded through, _reéruit-
- ment. These armed forees are gener '1113* seat-
tered through the mountains paralleling the
Annam coast and the remote swampy regions
of Cochin-China. They are capable of harass-
ing actions against VRA outposts and of wide-

= 'smc d mtmndat]on,‘assussm'mon sabotage,

znd terrorism, especially il rural areas. They
could disrupt north-south trafiic throughout
Central Vietnam and interfere seriously with
How-
| ever, any sustained guerrilla operations w ould
require a flow of reinforcements and supply
i from the north.
54, The Communists have an unknown num-
“ber of political eadres in the south eng aged in
“subversive and propaganda activities. Al-
though Communist cadres probabiy exercise
effective control over some remote communi-
tics where the GVN has not yet attempted to
establish its awthority, and have some influ-
ence in villages through much of South Viet-
_nam, oVer-e all Vietnamese Communist political
* jnfluence in the south appears to have (Ilmm-
_ished during i,hr;_pas{; year. However, 'if the
Communists’ decmc to exercise their capability
for armed intimidation and terror they could
i qmc:cly reassert political control or influence,
'l at least in some rural areas wher e GVN
authority is fenuous. P

~-
55. During the past year the Communists in

South Vietnama have remained generally qui-

escent.  They have passed by a number. of
opportunities_to embarrass the Diem regime.
! Although some cadres and supplies are being
. infiltrated across {the 1Tth parallel, the DRV
. probably has not sent any large scale rein-
~forcement or mmly to the south. Commu-
nist activity in the south appears to concen-
‘4rite ‘on protecting vital bases and supply
caches, - developing clandestine paramilitary
erganizations, and jmplementing a broad pro-
gram of infiliration and subversion. While
“seeking to maintain intact as much of their
armed strengih as possmle their main activity
seems to be an effort to weaken the Diem gov-

ernment by subversive and political mcucs‘

11

security forces is a major objectwe Although
there is little specific evidence, they probably
have penetrated lower echelors of the VN4,
especially the integrated sect forces, and prob-
ably hold positions of influence in some pro-
vincial governments and village councils.
Local Communist groups probably gave some
assistance fo the Cao Dai and Hoa Kao forces
opposing the government. Since the collapse
of sect armed resistance it is possible that
the Communists are seeking to take over the
remnanis of the sect forces.

56- The GVN has organized a Civil Guard to
relieve the VNA of many static internal secu-
rity duties. Current strength of the Civil
Guard is approximately 48,000 men organized
in lightly-armed mobile companies. Its mis-
sion is to maintain law and order, collect in-
telligence, and conduct countersubversion
cperations at the provincial level in areas
pacified by the army. Although considerable
progress and refinement in its training and
organization will be necessary befoge the Civil

Guard can fully discharge its responsibilities,

it has shown considerable potential as an in-
strument for maintaining internal security.
A 60,000-man village Self-Defense Corps (Dan
Ve Doan)- is being organized to provide secu-
rity al the local level

Foreign Relations

57. GVN foreign policy objectives are to win
recognition as the legifimate government of
all Vietnam, fo obtain maximum foreign mili-
tary and economic 2id and guarantees of for-
eign assistance in the event of Communist
ageression, and to develop foreign support for

1its position with respect to the Geneva Agree-

ments. Forty-one nations have recognized
the GVN. In addition, India and Indonesia
maintain consular relations with the GVN.
58. President Diem consistently has main-
tained that South Vietnam is not bound by
the 1954 Geneva Accords and has no legal
responsibility for their implementation. He
has retused to deal direcfly with the 'DRV
on any.issue and has been steadfast in his
rejection of all-Vietnam elections until “demo-
cratic processss can be assured in North Viet-

Communist directives indicate that penetra- nam.” He believes that any consultations
tion and subversion of the GVN mililary and or implied recognition of the D'R’V would have
SECRET
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_adverse political eficets in the south and
could lead to increased internal and infer-
' national pressure for reunification of Viet-

- pam under & coalition government with the

- communists.

59. His refusal o permit nationwide elections
and to assume responsibilities under the Ge-
neva Accords raised the possibility of a with-
‘drawal of the ICC following the deactivation
of the French High Command in April. To
deal with this situation, representatives of
the Geneva co-chairmen (the UK and the
* USSR) met in London during April and May
* 1956, The USSR failed to press DRV de-
mands that the co-chairmen reopen the Ge-
neva conference. Instead, the co-chairmen
finally agreed upon identical letters to the
DRV z2nd GVN requesting them to prevent
any violation of military clauses of the Ge-
neva Accords, to insure implementation of the
political terms, to submit at the earliest pos-
sible time a convenient deadline for direct
‘consultations and for holding "all-Vielnam
elections, and to give every assistance to the
icC. The co-chairmen requested the ICC to
- conlinue supervising the' Armistice. They re-
quested the French government to continue
its-good ofiices in support of the ICC, to reach
agreement with the GVN to facilitate the task
of the ICC and the Joint Armistice Commis-
sion (French-DRV), an d to preserve the status
quo until such new arrangements could be put
into efiect.

60, Despita his past refusals to assume respon-
sibilities under the Geneva Accords, in his

. ‘response to the co-chairmen’s message Diem
- - .
aorecd to respect the Armistice and to pro- .
o -

vide security for ICC members. He recognizes
the deterrent value inherent in the presence
of the ICC, and appears willing to take action
necessary to continue its function but con-
-{inues to-avoid the acceplance of any legal
obligation under the Geneva Accords.

61. Franco-Victnamese relations continue to
refiect considerable ill-will and distrust on
both sides. Recent causes of friction include
disagrecments concerning the. future status
and role of ¥rench military training missions,
residual military base rights in South Viet-
nam, and t‘nc._cquivocal French attitude to-

e
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ward the Communist regime in the north.
The French now exercise little influence in
Vietnamese afiairs and there is little prospect
for any improvement in relations in the near
future. '

62. South Vietnam-US relations have re-
mained close and friendly during the past
year. There have been few evidences of Viet-
namese resentment of increasing US influence
and activily in South Vietnam despite con-
tinual efiorts by the Communists and some
local French to stir up dissatisfaction on that
score,
the mutually agreed ceiling on VNA force
levels and desires greater autonomy in ad-
ministering the foreign aid program. Diem’
would also like the US to exercise maximum
political pressure, especially on the UK, Indiza,
and France, to enable the GVN to avoid any
responsibility for the Geneva Accords.

63. Relations between South Vielnam and
Cambodia have been strained by activities of
resistance groups in border areas; by freat-
ment of minority groups, by boundary dis-
putes, and most seriously by disagreements
relating to trade arrangements. A trade stop-
page early in 1956 was removed through in-
formal mediation by the US, and by the terins
of scitlement ofiicial representatives have
been exchanged for the first time. The basic
causes of friction remain, however, Vietnam

" does not desire full diplomatic relations with

Cambodia because it fears such action would
lead to Cambodian recegnition of the DRV as
well. There are no pressing problems in Lao-

Vietnamese relations and South Vietnam’s re-
.lations with the Philippines and Thailand are

generally good.

IV. THE OUTLOOX IN VIETNAM
Probable Communist Courses f Aciion
Toward South Vietan

64. The DRV probably estimates that its
chances for securing control of South Viet-

nam by means shorl of open attack or'large ~

] . . & {
scale guerrilla action supportied from the <

north will gradually diminish with the pas-
sage of time;_', As indicated by Soviet and
Chinese Communist performance in the past

SREEE L SECRET
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several months, the DRV probably cannot
expect strong support from the Bloc for the
«striet implementation” of the Geneva Agree-
ments. The lack of strong Bloc pressure
strengthens international acceptance of the
status quo in Vietnam and increases confl-
dence in the future in.South Vietnam. Al-

* . though the DRV may still believe that it

could obiain control of all Vietnam through
ICC superyised nationwide elections, Viet-
namese Communist leaders are probably in-
creasingly doubtful on this point because of

* . their own internal difiiculties and the grow-

2

- [66. The only remaining course of achon hold-

" e -

ing nationzlist stature of Diem.!"The DRV
: probably 2also believes that its covert_assets
in South Vietnam will gxadually dec]me if
. the Diem government is pmmltted to concen-
“ trate on infernal sccurity and economic prob-
lems free of external harassment.j

65. Despite the declining
“peaceful” take-over of South Vietnam, we
believe that the USSR and Communist China
will almost-certainly continue unwilling fo
support open DRV military action against
South Vietnam during the period of this esti-
mate. They are probably unwilling to risk
the chance of US or SEATO intervention
which would make it difficult to limit the con-
flict to Vietnam, and probably believe that
overt DRV military action would seriously un-
dercut the worldwide effort of the Bloc to win
friends and supporters. Although the DRV

_retaing the capability to launch an independ- °

ent military action against South Vietnam,
the chances of such action in the absence of
“assured Bloe [ apport appear to be extremely
small. -

.

'ing out seme promise for the early achieve-
‘ment of Communist control in South Vietnam
-appears to be the development of large scale
guerrilla warfare in the south. In recent
‘weeks a number of reporis from sources of
untested reliability have indicated that the
Communists may have staried preparations
in both South Vietnam and in the north to
begin guerrilla action. DRV allegations of
Vietnamese violations of the demilitatized
zone along the 17th parallel and Communist

claims of US-Dicm plans to violate the Armis-,

prospects for the

13

tice could be propaganda cover for the initia-
tion of gucnﬂla action against the south.

67. However, the possible indications of armed
action appear inconsistent with the DRV’s in-
sistence on the continued functioning of the
ICC — which is in a position to make at least
limited observations of DRV activities. More-.
over, guerrilla action in South Vietnam, if it/
were to be sustained and not to result simply -
in the identification and gradual elimination |
of Communist cadres, would_require large!

Scale support from the north. - This would in-

volve some risk of detection by the ICC and
of intervention by the US and possibly SEATO.
It would also tend to prejudice current Com-
munist maneuvers elsewhere in Asia. For
these reasons, we believe that the DRV will
refrain from instituting large scale guerrilla
action within South Vietnam during the
period of this estimate. Communist capabili-
ties for guerrilla warfare in South Vietnam
will exist for some time, however, and the
chances of their being employed would prob-
ably increase in the event of any substantial
deterioration in the domestic situation in
South Vietnam — such as might conceivably
occur on the death of Diem. The chances of
Communist guerrilla warfare would zlso be
increased by deterioration of the international
aspeets of the situation, such as a withdrawal
of the ICC under circumstances which would
permit the Coriimunists to place the blame for
this event on the GVN.

68. The DRV will continue to seek maximum
Bloc support for its objectives and will seek,
within the limits of Bloc strategy, to harass
and undermine the government in South Viet-
nam. It will continue fo seek direct contacts
with South Vietnam, offering economic and
culfural exchanges while castigating Diem for
“blocking” unification. It will continue ef-
forts to penetrate the government of South
Vietnam and to improve its covert organiza-
tion throughout the area. It may attempf to
increase pressures for a reconvening of the
Geneva conference and to unsettle the Diem
government by fabricating or provoking ineci-
dents along the demdrcation line and by dem-
onstrations of armed strength within South
Vietnam.
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Trends in South Vielnam

169, Parring a major Communist effort to dis-
rui)t the Diem regime by renewal.of large

‘ illa operations, the over-all pros-

i scale guerrl : !
pects for improved security of South Vietnam

are good, The VNA, as its training progresses
and 2s more units are released from static
seeurity duties, prob‘ably_ will be able to pacify
and extend government authority intl_o__ many

arcas of present Communisi infiuence. | Diem’s
s lsuccess in by-passing the July 1956 election
L) date without evoking large scale Communist
‘ -lmi]itary reaction will reassure many Victna-
ese and encourage thema to cooperate with

Im

| GVN prograins to expose and root out Com-
: iets. Continued improvement in internal
) munisis.

ssecurity will depend in some measure on the
government’s ability to deal with economic
'and social problems and on the efiectiveness
A of the administrative apparatus.
: '?.0. If the Communists were to undertake
- Jarge scale guerrilla action in South Vietnam,
they probably would not be able to develop
widespread popular supperi, especially if the
. VNA were to register some early military suc-
1cEss. The GVN is being increasingly accepted
fas a nationalist alternative to Communist
\Jeadership. Public confidence in the GVN,
combined with general war-weariness, may
have already reached the point where any
cfiort to.upset the government by force would
lead to a strong popular reaction against the

X gucrri?‘!a_s._ﬁ
71. The trend toward increased political sta-
bility in South Vietnam will probably continue
during the period of this estimate and Presi-
dent Diem will probably continue to exercise
effective political controi_]: The frend toward
authoritarian rule through the political par-
ties led by Diem’s relatives and small circle of
i trusted associates will probably continue. Iso-

. lation and neutralization of governinent crit-

s

A
NV
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support.

ics and men disliked or distrusted by Diem /
will also continue. Diem and his associates‘
are likely fo exerft strong pressurcs agains‘ui
any opposition in the Assembly. Thus it is|
not likely that Diem or his government will;
meet any serious opposition in the National
Assembly during the period of this estimate;
however, over a longer period the accumula-
tion of grievances among various groups and
individuals may lead fo development of a
national opposition movement.{ The major
economic problems will undoubtedly continue
and over the longer run may handicap South
Vietnam in competition with the Communist
north, but economic conditions are unlikely to
affect political stability during the period of
this estimate.

72. Despite the moderately favorable outlook
projected for South Vietnam, the situation
contains many elements of instabilily, and
progress will continue to depend on firm US
A number of contingent develop-
ments could create new tensionsamong the
foreign powers concerned as well as between
the GVN and the DRV. For example, the
steps which Diem is willing to take toward
facilitaling the operations of the ICC may not
be adequate to satisfy India whose representa-
tive serves as chairman of the Commission.
Should the Commission withdraw, DRV agi-
tation might well be intensified and interna-
tional Communist pressures on the diplomatic
level would probably inerease. The UK might
become less firm in its support of Diem’s posi-
tion. Weakening of internaticaal supporti for
Diem, a marked increase in Bloc support for

the DRV, or a substantizal increase in Commu-

nist activity within South V' ‘inam: would
probably weaken the government’s confidence
in its position, cause some loss of public sup-
port, and lead to renewed efforls by opponents
of the regime in the direction o .econciliation
with the north. '
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NOTE BY THE EXBECUTIVE SECRETARY
to the
NATTONAT, SECURITY COUNCIL
on
U. S. FOLICY IN MATNLAND SOUTERAST ASIA
Farevences: A. N3C 5h05 ‘
B. M3C Actions I .]526~ and 1527~c
¢. N3¢ s429/5, reragraph 5-4
D. N3C 5!,29/5, Annex A
3, NSC Action Fo. 1kl5-c : §
¥, N3SC Action No. 1571 :
.G. Memo for N3C from Executive Secretary, subject: "U. 3.
Policy in the Event of e Renswal of Aggression in
Vietnam", dated 3eptember 16, 1955

: H.- Progress Report, dated July 11, 1953, by OCB on NSC
; 5405 and Portions of N3¢ 5429/5
I. N3C 5610 -
J. NsC 5612 | ] PN

K. NSC Action No. 1599

Tue Yetional Security Council, the Acting Secretary of the Treasury, the
fitornéy General, the Acting u°CLeLary of Commerce, the Snecial Assistant
to the FPresident for Disarmament, and the Director, Bureau of the Budged,

et the 295th Council meeting on August 30J 1955, adopted the statement of
rolicy on the subject contained in INSC 5612, subject to the amendments
thereto vhich are set forth 1n NSC Action No. 1599-D.

The President has this date approved the statement .of volicy in N3C 5812,
as enended and adopted by the Council and enclosed herewith as N3SC 5612/1,
directs itsg implementation by all appropriate Executive departments and
agencies of the U. S. Govermment; and designates the Operuuions Coordinat-
ing Board as the coordinating a@gncy.

The enclosed statement of po 11cy as adopted and approved, supersedes
N3G 5405 end Annex A of H3C 5 9/5. g
ot JAMES 3. IAY, JR.

Executive decretary

ce: The Secretary of the Treasury
Tae Attornsy General
The Secretary of Commerce .
The Specizl Assistanlt to the President for Disarmarent
The Director, Bureau of the Budget '
Thne Cheiircen, Joint Chiefs of Staflf
The Dirvector of Central Intelligence

1682 - 5
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STATEMENT OF POLICY

0il

U, S, POLICY IN NAINLAND-SOUTHEAST ASTA*

1, 'GENERAL CONSIDERATIONS

1. General., Since mainland Southeast Asla does not
ruprCS“nt a unified arca, courses of action must zenerally be
deterained an the lighat of wicdely varying country situations.
Howcver, basic objectives and main cirections of U. S. policy
can and should bo cstablishcd on & regional basis.

o _Cons OUCQCLS ‘of Cominunist Domination. The national
sceurity of the Unitea States would be cndangered by Communist
doanination of wmainland Southcast Asia, whether achicved LY
syert aspgression, subversion, or a nolitical and econoiic
offensive. é

a. Tac loss to Couraunist control of any single froece
country would bncoufag» tendenciss toward accommocation oy
tnc rest, : .

b, Tuc loss of the entire area would have a scriously
adverse iwpact on the U. S, gositlol 2lscwacre in the Far
East, have scvere econoiiic conscequinees for nany nations
of the ficce world, add ulaﬂlLlCdut resouirces to thoe
Communist bloc in rice,. rudber, tin and other mincrals,
and could result in scvdre cconowie and 9011t¢cal pirege
surcs on Japan and India Tor accomnodation to the Comaunist
Hloc. Tac loss of Southeast Asia mainland coulda tous
have fevrcaching consequences sel iously advaerse to U. S.
sceurity interests. ' y

3. - Tnc Cowmmunist Tarcat

. 2. Overt Agzressioi. Plthou b Communist policy now
ecrmpnasizes non-military mothods, the danger of overt
aggression will remain inberent so long as Coutnunist
Cnina and Noth Vlet Nam eontinuce a basically hostile
policy supported by substantial wmilitary forces., There

« 45 .only a ua&u" i“e in Vioet Nam and sporacdic nostilitics
continuz in Laos., Tac Viet Minn have continued to iaprove

¥ For purposcs of tais paper "Mainland Southeast Asia" consists
of Burma, Camnbodia, Laos, Thailand, Viet Nam, Malaya and
Singapors. In acéiftion, there is attacued a supnlementary

statoment of Holicy on thc spedial situation in Nortu
Vicet Naa. ' '

NSC 5512fl . 5 3&)33 : TOP SEORET
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their combat cavabilitics since the Geneva Confercinca
of 1954, :

b. -Subversion. 1In most countrics of Southeast Asia
a tarcal also arises frou the existence of extensive
local Comaunist capadilitics for all types .of subversivae
activitics, ranging up to armacd insurrection, Acdition-
ally, the large overscas Chinesce communitices in South-
cast Asia offcr a fertile field for subversion., The
weal: internal. sccuritly: systcas of the Southcast Asian
statcs make them highly vulnerable to such activitics.

¢, CLommunist Poliftical and Economic Offcnsive.
At present overt aggression and amilitant subveirsion are
.Jess likely thean an intonsificd campaign of Comtnunist
political, é€conompic and cultural penetration in thc ‘
arca. The political instability, economic vackwairdn:ss,
export problems, and extrene nationalisa of thwese coun-
tries provide wmany opdortunitics for Comnunist oxvloita--
tion by trade and ecconomic assistance, conventional
. political and diplomatic activity, and uxtoensive
infiltration. This offcnsive now constitutcs a threat
to U. S. interests more subtle and amore ¢ifficult to
copc with toan other turcats.

b, United Statis Role. The United States is likely to
rcnain the only najor outside source of nower to counteract

- the Russian-Chiinese Communist thrust intp Southeast Asia.
Thus, the retention of this arca in the free world will

" .econtinue to cepend on the extent and effectiveness of U. S.

suppoirt as well as on the local offorts of the countries
themselves. ' :

a. Political,.:- Tac uwnkerlying purposy of U. S.
assistance in tae arca is to heln the non-Communist
countries cdevelop more affcctive political orzanizations,

. sbtrengthen their internal administration and enlist
reater allegiance in botn urban and rural districts. In
part this purposc will ne served Ly progiaas for wilitawy
and cecononic a2id dealt with below. In part it will
roquive an intensification of present prozrams ror
training competent Asian aanagerial ana technical
personnel. AnG in part ncw approacics, Dotn governmental
.ana vrivate, will be needed. Taesc suould not con-
centrate eclusively at the national level, but should
inclucde activities designed to strengthen and vitalize
indigenous traditions and institutions and to nave an s
iawact on village life, rural soclety, and educatioual
systcas.,

¢

1084 _ .
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b. Military. Boecausc thesc countries do not have
the capapbility of creating avnea forces which could
cffeetively rosist lovze-scale external aggression,
the United States will be required to providec a basic
‘shield against Communist aggression, For the foresceadle
futurc local will to resist aggroession will depend on a
iconvictionn in Southcast Asia that the United States will
‘continue its supvort and will aaintain striliang forces
acdequate sto ‘counter aggression in Southeast Asia with
the capabilitics described in NSC 5302/1 (parazraphs 11,
15 and 15). The combination of such U. S. forces and
local will to rosist would constitute the best doterrent
against aggression., Saould the deterrent fail, this
comdination would aiso provide the most cifective in-
surance that, in conjunction with indigenous and alliicd
forces, thoe United States could suppress aggiression in
the arca quickly and in a wmanncer and on a scalge best
calculated to avoid the .nostilities broadening into

cgeneral war, _ :

c¢. Econonic and Tochnical., The insistence, through-
out most of tho arca, on cconomic development Jrovidaes
.the strongest lever Tor the cexertion of influence: by toc
freé world o by the Communist bloe, Without incireastd
cxternal help froa some source, wost of the governments
.of the arca will be unable, cven with acequate indigenous
efiort, to manage the political duwand for wvepid bettor-
ment in the conditions of 1ifc and provide for sound
cconomic dovelopaent. Failure to obtain such assistan
froim the free world will tend <to drive . tuese countries
toward ccoitomic dopencence. on tiue Commuitist bloc., Tae
general preference in’ Soutncast Asia for Wostern tachn
and cconoatic assistancr gives the United States and tac
£rae world an opportunit, to obtain primacy over Comaunist
efforts in kcy cconoaie scetors. ne oubcome may,
nowever, be strongly influonced by the success with wnich
the free world can cope with Communist efforts ©o . ‘
exploit the existonce of Southeast Asinn cikport drouloems,
narticularly thosc involving rice., In the period ancad,
Flexibllity of U. S. pirocséurve and rapicity of H. S. '
action will we increasingly iaportant, il effcetive
acdvantage is to be ftalken of uncxpected and Transiciv

opportunitics. :

;

+ 5. The Problem of Rogional Association., Over the long

of Southeast Asia cannol exist satisfactorily as free nations

.without closer associations than now exist. :

6. The Problea of Aligmnment. = To preserve their indenen-

dence, strengthen their inteirnal stability, and protect thea-

selves asainst agzression, soude countries in Southeast hsia
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afer to join regional security arrangements. Some, however,

ofer to avoid alignment with other natlons e basic
cetive of both groups” is to maintain the independence of

neir countries free of outside interference or dictation, and

e 1ndeoeﬂuence and vitaliity of both are important teo tnc
ed States and to eacir other,

-,

T
D (

0

Chel er 0y e oy
4 s w

)
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< . -« JXI, POLICY CONCLUSIONS
7. Toe national independence of the mainland Southeast

Ls sian states is important to the security interests of tue
United States. If such independence is to be preserved, U, S.

policies must seek to buila sufficient strenzth in the area aL
jeast to identifly aggressicn, suppress subversion, prevent
communist political and economic domination, and assist the
non-Comnunist governménts to consolidate their domestic pos¢—
tions. U. S, policy should not depend priwmarily on the degree
and nature of Comnunist activity at any particular time, but
should ‘seelt to promote these goals within the limits of the
econcmic capacities of the countries concerned and U. S. re-
sources available for the area,

8. - Where a national determination to maintain-independ-
ence and oppose external aggression is sufficliently manifest,
the United States should be prepared to provide military as-
sistance based uponh the wmissions of the forces as indicated
in the "Country Courses of Action" (Part V, below).

_ g. In the event of aggression azainst a Soutteast Asian
state willing to resist, tue provisiocns of the UN Charter or
the SEATO Treaty should be -ihivoked, but. tihe United States
should not forgo nececssary aCLJOﬂ in behalf of sucu a state
or states becausce of the possibility that other allies might

"be loath to participate or to furnish more than token wilitary

foices.,

10. - In. the long run, the ability of the non-Comnunist
governients to attain political, economic and social objectives
will be the dominant factor in defeating the Communist attempts
to dominate Southeast Asia. Tae United States should assist
the non-Communist states of the area to formulate and- cxcute
programs designed to promote conditions of sound development,
to demonstrate that they can achieve growta without rcllance
on. Cowmunist methods or dependence on the Communist bleoc, and
to give thelr .peoples a greater stalie in the continued inde-
pendence of tiaeir countrics ' ‘

3J1. The United States should continuce to make clear
own devotion to the »rinciple of collcetive sccurity, 1
lief that rczional Securﬁtj arrangemnents orovide pumjlum

tection at minimum cost for all, and its expectation that

Y 1086 | |
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country's decision to participate in such arrangements is
based on its own calculation of its best interests and does
not of itself constitute a claim for increased financial aid.
Where countries participate, measures to assure adherence
are desirable, normally including preferential treatment in
the fields of economic and military assistance as justified
by U. S. strategic objectives. Where new opportunities for
affiliation develop they should be encouraged. The United
States should, however, accept the right of each nation to
chooseits own path to the future, and should not exert
pressure to make active allies of countries not so inclined.
The genuine independence of such countries from Communism
serves U. S. interests even though they are not formally
aligned with the United States. The United States should
accordingly support and assist them so long as they remain
determined to preserve their own independence and are ac-
tively pursuing policies to this end.

IIT. OBJECTIVE

12, To prevent the countries of Southeast Asia from passing
into or becoming economically dependent upon the Communist bloc;
to persuade them that their best interests lie in greater coop-
erabion and stronger affiliations with the rest of the Free
World; and to assist them to develop toward stable, free,
representative governments with the will and ability to resist
Cormunism from within and without, and thereby to contribute
to the strengthening of the Free World.

IV. REGIONAL COURSES OF ACTION#

13. Support and assist the countries of the area on the
basis of their will and ability to defend and strengthen their
independence.

14, Respect each country's choice of national policy for
preserving its independence, but make every effort to demon-
strate the advantages of greater cooperation and closer
alignment with the Free World, as well as the dangers of
alignment with the Communist bloc.

15. Encourage the countries of Southeast Asia to cooperate
closely with each other on a basis of mutual aid and support,
and support indigenous efforts to develop regional assoclations
so long as they do not weaken SEATO or the spirit of resistance
to Communism. _

% The regional courses of action are not applicable to
Malaya and Singapore,

1087
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16. Participate actively in SEATO, and seek to develop with its
military and non-military aspects in a manner that will convincingly
* demonstrate the value of SEATO as a regional association, the usefulness
of which extends beyond deterrence of Communist expansion. Encourage :
limited participation of non-Communist, non-SEATO Asian nations in certain
SEATO activities.

17. Encourage and support the spirit of resistance among the peoples
of Southeast Asia to Chinese Communist aggression as well as to indigenous
Communist insurrection, subversion, and propaganda.

18. Maintain, in the general area of the Far East, U. S. forces \
adequate to exert a deterrent influence against Communist aggression, in
. conformity with NSC 5602/1.

! 19. Should overt Communist aggression occur in the Southeast Asian
treaty area, invoke the UN Charter or the SEATO Treaty, or both as
applicable; and subject to local request for assistance take necessary
military and any other action to assist any Mainland Southeast As%an state.
or dependent territory in the SEATO area willing to resist Communlst_resort

' +o force: Provided, that the taking of military action shall be subject

" to prior submission to and approval by the Congress unless the emergency

is deemed by the President to be so great that immediate action is nec-

essary to save a vitel interest of the United States.

20. In case of an imminent or actual Communist attempt to seize
control from within, and assuming some manifest local desire f9r (L] ?.
assistance, take all feasible measures to thwart the attgmpt, including
even military action after appropriate Congressional action.

21. As appropriate, assist the police forces in Southeast Asian
countries to obtain training and equipment to detect and contain Communist
activities.

29, In mxder to strengthen the non-Communist governments of the
ares and to help forestall their economic dependents on the Communist bloe:

a. Provide flexible economic and technical assistance as
necessary to attain U. 8. objectives.

b. Encourage measures to improve the climate for private
investment, both domestic and foreign, and to mobilize the maximum
investment of U. S. private capital in the area consistent with the
prevailing climate.

NSC 5612/1 ‘ TOP SECRET
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¢. Encourage United Nations agencies, other Colombo Plan
countries, and other friendly countries to contribute available
resources to promote the economic growth of Southeast Asia.

d. Encourage the Southeast Asian countries to orient their
economics in the direction of the free world and to rely primarily
on non-Communist markets and sources of supply for trade, technicians,
capital development, and atomic development.

e. 1In carrying out programs involving disposal of U. S.
agricultural surpluses abroad:

(1) Give particular attentioh to the economic vulner-
abilities of the Southeast Asian countries and avoid, to the
maximum extent practicable, detracting from the ability of
these countries to market their own exportable produce.

(2) Give particular emphasis to the use of the resources
to promote multilateral trade and economic development.

f. Promote as appropriate the expansion of trade relation-
ships between the United States and the countries of Southeast

Asia.

g. Take advantage of adverse local reactions to Communist
barter agreements with countries in the area by demonstrating the
advantages to these countries of conducting trade on a multilateral
commercial basis.

23. Make a special, sustained effort to help educate an expanding
murber of technically competent, pro-Western civilian and military
leaders, working bilaterally, through the United Nations, with the
other Colombo Plan countries and with other friendly countries. Stress
the development of potential and secondary leadership to support the thin
stretum of elite now administering the central governments and bring to
their support modern techniques and technology in public informstion and

organization.

2, Place increased emphasis on community development projects,
educational programs, and other activities aimed to influence the
welfare and attitudes of the people at the village level.

25. Strengthen informational, cultural and educational activities,
as appropriate, to foster increased alignment of the people with the
free world and to contribute to an understanding of Communist aims and
techniques.

NSC 5612/1 ' TOP SECRET
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26. Hold or reduce the number of U. S. officials in each country
to & striet minimum consistent with sound implementation of essential
programs, in order to head off an adverse political reaction to the
presence of a large number of Americans in relatively privileged positions.

27. Promote increasing Asian Buddhist contact with and knowledge
of the free world. Explore with friendly religious organizations ways
of developing Buddhist fraternal associations and identification with
free world religious leaders and movements.

28. Continue activities designed to encourage the overseas Chinese
communities in Southeast Asia (a) to organize and activate anti-Communist
groups and activities within their own communities; (b) to resist the effects
of parallel pro-Communist groups and activities; (c) generally, to increase
their orientation toward their local govermments and toward the free world;
and (d) consistent with their obligations and primary allegiance to their

- loeal govermments, to extend sympathy and support to the Chinese National
Government.

29, Discreetly encourage local governments to work toward assimi-
lation of racial minorities.

30. Implement as appropriate covert operaticns designed to assist
in the achievement of U. S. objectives in Southeast Asia.

31. Promote economic cooperation between the countries of the area
and Japan and with the Government of the Republic of China, to the extent
feasible without jeopardizing the achievement of U. S. objectives toward
the individual Southeast Asian countries.

32, In order to promote increased cooperation in the area and to
deny the general area of the Mekong River Basin to Communist influence!
or domination, assist as feasible in the development of the Mekong River
Basin as & nucleus for regional cooperation and mutual aid.

V. COUNTRY COURSES OF ACTION IN ADDITION TO THE "REGIONAL
COURSES OF ACTION" ABOVE

BURMA

33. In view of the emerging opportunities in Burma and the
repercussions that developments there will have on the uncommitted
areas of Asia and Africa, make a special effort to influence an
increasingly favorable orientation in Burma's policies.

-

NS¢ 5612/1 ) TOP SECRET
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34. Encourage and support those elements in Burma which do main-
tain a stable free government that identifies its interest with those of
the free world and resists Communist inducements, threats, and programs
to subvert Burma's independence.

35. Encourage Burmese assumption of regional and international
responsibilities compatible with our own objectives.

36. For political purposes, upon Burmese request make available
military equipment and supplies on a loan or reimbursable basis, as
congistent with U. 8. interests. )

37. Encourage the Burmese Government to establish internal
security throughout the country, and discourage further foreign
assistance to Chinese Nationalist irregulars and ethnic rebel groups

. in Burma.

38. Should overt Communist aggression occur against Burma, invoke
+he UN Charter and, subject to Burmese reguest for assistance, take
necessary military and any other action to assist Burma if Burma is
willing to resist Communist resort to force and U. S. vital interests are
involved: provided that the taking of military action shall be subject
to prior submission to and approval by the Congress.

CAMBODIA

39. In order to maintain Cambodia's independence and to reverse
the arift toward pro-Communist neutrality, encourage individuals and
groups in Cambodia who oppose dealing with the Communist bloe and who
would serve to broaden the political power base in Cambodia.

40, Provide modest military aid for indigenous arymed forces
capable of assuring internal security.

3. Terminate economic and military aid if the Cambodian Govern-
ment ceases to demonstrate a will to resist internsl Communist subversion
and to carry out a policy of maintaining its independence.

L2, Assist where possible in scolution of Cambodian-Thai border
problems and in fostering good relations between Cambodia and Viet Nam.

LAOS

L3, Seek to strengthen the determination of the Royal Government
to resist subversion and to maintain its independence.

NSC 5612/1 (Revised 11/29/56) - TOP SECRET
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Ly, In order to prevent Lao neutrality from veering toward
pro-Communism, encourage individuals and groups in Laos who oppose
dealing with the Communist blow.

45. Develop an attitude of confidence on the part of the leaders
that the UN Charter, SEATO, and U. S. support provide a favorable basis
for Lao residtance to Communist pressure and inducements.

46, Encourage and support close bonds between Ieos and Thailand;
including such political associations, economic cooperation, and joint
military planning as feasible.

L7. Support the expansion and reorganization of police, propaganda,
and army intelligence services, provided anti-Communist elements maintain
effective control of these Services.

L48. Continue support of the Royal ILao Army to assure internal
security and provide limited initial resistance to an attack by the
Viet Minh. '

k9. Terminate economic and military aid if the Lao Government
ceases to demonstrate a will to resist internal Communist subversion
and to carry out a policy of maintaining its independence.

THATTAND

50, Promote the development of Thai leadership which is increasingly
united, steble and constructive, is supported by the Thai people, and
willing to continue the alignment of Thailand with the United States and
the We St . f

51. Utilize Thailand's central location in Southeast Asia as a point
from which to creaste discontent and internal difficulties within nearby
* Communist-dominated areas and thwart Communist subversive efforts in !
neighboring free countries, to a degree consistent with U. §. policic . and
programs in neighboring free countries. |

52. Provide military assistance to Thailand for support of forcas
sufficient:

a., To maintain internal security.

NSC 5612/1 TOP SECRET
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] D. To presnnt limited initial. resistance to
external aggr0551on

. c. To make a modest contribution to collective
defcnse of contiguous SEATO areas.
53. Encourage and supooru close bonds between Thailand
and lLaos and between Thailand and Cambodia, including such
political asaoc1at10n54 cconoinic coopcrdt¢on, and joint
inilitary planning as asible.

T

VIET NAM

-

5L, Assist Free Viet Nam to develop a strong, stable
and constitutional governuent to cnable Prece Viet Nam to
assert an increasingly attractive contrast to conditions 1n
the present Communist zone.

55. Work toward the weakening of the Communists in
North and South Viet Nam in order to bring about the eventual
peaceful rcunification of a free and independent Viet Nam
under anti-Communist leadership. :

55, Support the position of the Government of Frce Viet
Nain that all-Viet Mam elections may take nlace only after it
is satisficd that genuinely frece c¢lections can be held
throuzhout both zones of Viet Nam. y

57. Assist Free Viet Nam to build up indigenous armed
forces, including iadcpendent logistical and administrative
scrvices, which will be capable of assuring internal sccurity
and of providing limited initial resistance to attack by the
Viet HMinh. i '

. 58. Encourage Vietnamese military planning for defensc
against exfernal aggression along lines congsistent with

. U. 8..planning concepts based upon approved U, 8. policy,

and discrectly manifest in other ways U, S. interest in
assisting Frec Viet Nam, in accordance with the SEATO Treaty,
to defend itself against ex tcrnal aggression,

-

SINGAPORE AND TiE F=® ERATION OF MALAYA

(The following courscs of action only, and not tae
regional courses of action, arc applicable to the .
Federation of Malaya and Singapore.

‘59, Accept the present primary role of the British in
Malaya in so far as they are willing and able To maintain
it, and collaborate with the British so far as pratticable,

1093
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50. Encourage the British and local authorities to take
vigorous actions to curb Communist subversion, and be pre-
pared to assist in such action as requested by British or
local autihorities. - .

61. Employ all feasible means to prevent Singapore and
the Federation of Malaya from falling under Communist control.
In the case of ariecd attack, place initial reliancc on
Commonwealth, ANZUS, or SEATO rcsources as appropriate, but
be preparced to take such additional U. S, action as may be
required, -

62. Encourage the development of ‘a strong, stable,
independent Malayan nation within the Commonwealth.

63. -Scck to assure free world strategic intercsts in
Singapore, favoring, only if consistent with this end
clective institutions in Singapore and Singapore's ini
corporation with an independent Malaya within the Commonwealtn.

64. After lMalaya attains full self-government and in-
dependence, be prepared, as appropriate and consistent j
with recognition of Commonwealth responsivbility, to assist
Malaya to maintain stability and'indépendcncc and cncourage
it to join SEATO. 3 i

Vi, SUPPLEMENTARY STATEMENT OF POLICY
(973 1= -
THE SPECIAIL STITUATION IN NORTH VIET NAM

65. Trecat the Viet Minh'as not constituting a legitimate
govornmcnt, and discourage other non-Communist states from
developing or maintaining relations with the Viet Minh
regime. - .

Y - =Y - -—p &
i 65. Prevent tge V}ct ifinh from expanding their political
influcnce and territorial control in Free Viet Nam and South-
cast Asia. - : E

67. Deter the Viet Minh from attacking or subverting
; * = =] < o
Free Vict Nam or Laos.
. Probe wecalmesscs of the Viet Minh and exploit them
ally and internationally whcencever possible.

69. Exploit nationalist scentiment within North Viet Nam
2s a means of weakening and disrupting Sino-Sovieft domination

70. Assist the Government of Viet Nam to undertake
prograns gf pg}l?lcnl, e§hnouic and psycnological warfare
against Viet Minh Comaunists.
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rcgﬁzécﬁ}?gz qn U. S. exports and shipping and on forei~ﬁ
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16 Nov 1956

MEMORANDUM FOR THE SECRETARY OF DEFENSE

Subject: U.S. Force Commitments to the SEATO

1. Reference is made to ADMIN CINCPAC Message OLO151Z July
1956, subject: "Preliminary Summary of SEATO Third Military
Staff Planners' Conference, Singapore, 11-27 June," which stated,
inter alia, that CINCPAC would require high level policy guidance
on the matter of U.S. force commitments to the SEATO.

2. The permanent SEATO Military Planning Staff is scheduled
4o be established in Bangkok by 15 January 1957. As force
requirements planning progresses toward detailed plans, there will
be inereasing pressure placed on the United States, particularly
by the Asian members of SEATO, for information as to availability
of U.S. forces to support SEATO plans.

3. The United States should not.duplicate the pattern of NATO
and its significant standing military forces by earmarking U. S.
forces for Southeast Asia. Instead, the United States should
maintain mobile striking power readily avallable for immediate
operations and sufficient, in concept with other nations, to
defeat overt Communist local aggression in the SEATO area. The
Joint Chiefs of Staff consider that although detailed U.S. stra-
tegic plans should not be discussed with military representatives
of the SEATO nations, the United States should discuss her capa-
bilities and methods of providing support to these nations without
making a specific commitment of forces. The major effort of the
United States should be to provide those types of forces which
are needed in the SEATO area and logistic support to indigenous
forces.

i, The Joint Chiefs of Staff recommend that the United States
make no specific force commitments to the SEATO but that the U. S.
Military Adviser, at the next meeting of the SEATO Military
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advisors be authorized to reassure the SEATO nations of U.S. support in
+the event of overt Communist aggression. The Joint Chiefs of Staf?
further recommend that the U.S. Military Adviser be authorized to inform
the SEATO nations, in broad terms, of the major U.S. forces deplOy?d to
the Western Pacific and those forces available to CINCPAC for contingency
planning, emphasizing the flexibility and mobility of these forces.

For the Joint Chiefs of Staff:

/ s/Arthur Radford
ARTHUR RADFORD,
Chairman,

Joint Chiefs of Staff
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_April 15, 1957
In reply refer to: 1-13475/7

Dear Mr.lRobertson:

Recent developments have brought about a new urgency in re-
solfing the problem of the ceiling on U. S. military personnel in
Viet-Nam. You will remember that by interdepartmental agreement
early in 1956 there was established a ceiling of 692, which in-
cludes -342 for the MAAG and 350 for TERM, the Temporary Equipment
Recovery Mission.

Two facets of the problem now point to the necessity of doing
away with the MAAG ceiling and permitting the Departments of the
Army, Navy, and Air Force to augment MAAG Viet-Nam with the
additional personnel necessary to accomplish the mission there.

The first aspect is that raised in the telegram from the
Embassy in Saigon to the Department of State, 2772, of 12 March
1957, which points out that the International Control Commission
is becoming increasingly more restive in respect to TERM and
recommends consideration of several courses of action. The Depart-
ment of Defense concurred in the April 9 Department of State tele-
gram to Saigon which stated that a solution of the problem along
the lines of incorporating TERM into an increased MAAG was under
study and that the Department of State would discuss the problem
with the Canadians, British, French, and Indians. This telegram
was the result of a conference on March 20 of staeff representatives
of the two departments in which Ambassador Durbrow participated.

The second aspect of the problem is the necessity for taking
over the training of the Vietnamese Navy and Air Force. It will
be remembered that TERM was created for a dual purpose, to provide
a logistical organization to resolve the problems of excess pro-
perty in Indochina and logistical training in Viet-Nam, and to free
the MAAG from other duties so that its personnel could concentrate
on the training of the Vietnamese Army. The withdrawal of the

i French Army training personnel regquired this increased emphasis
oni training. In the telegram from Chief, MAAG Viet-Nam 5607 of
Ly April, we have been informed that President Ngo Dinh Diem told
the Chief, MAAG that agreement had been reached with the French
Arbassador for the withdrawal of the French Air Force and Navy
training missions upon the completion of the present courses of
instruction. The first completion is scheduled for this month,
and additional U.S. military personnel will be required to pick
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up the training from the French. CINCPAC has requested in his
0623527 of 6 April that additional personnel over and above the
present ceiling reach Viet-Nam in June of this year.

Other aspects of the problem of the ceiling include a
request from President Diem for additional Army instructors at
the Viet-Nam military academy, a proposal by CINCPAC to transfer
underway training of the Vietnamese Navy from Subic Bay to Viet-
Nam, and the current difficulty in operating MAAG and TERM
efficiently within their present ceilings.

An increase in MAAG strength to achieve a rapid improvement
in the effectiveness of Vietnamese forces to compensate for the
withdrawal of French forces is considered a matter of urgency.
While the French have withdrawn approximately 190,000 regular
troops from Viet-Nam since the Geneva Agreement was signed the
Viet Minh have continuously reorganized and re-equipped their
forces during the same period so as to increase their regular
conbat strength from six to eighteen divisions. These forces
have a capability of conducting combat operations at Corps level.
The Vietnamese Army consists of ten divisions which are in the
early stages of training at regimental and division level. The
current military situation requires that the Vietnamese armed forces
expeditiously attain a satisfactory level of combat effectiveness.

In view of the forthcoming visit of President Diem to
Weshington on May 8th, 9th, and 10th and of the impending
training crises for the Vietnamese Navy and Air Force I recom-
mend that steps be taken as a malter of urgency to secure the
necessary international conecurrences in the abolition of the
ceiling on MAAG Viet-Nam. I feel it might be desirable to have
this problem resolved, if possible, prior to the arrival of
President Diem in Washington so that he could be informed at
that time of our plans to assist him in the training of his
Navy and Air Force.

Sincerely yours,
(Signed) Mansfield D. Sprague

Mansfield D. Sprague
Assistant Secreteary of Defense (ISA)

Honorable Walter S. Robertson

Assistant Secretary of State
Department of State
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‘1. - The current U.S: policy on SE Asia (NSC 5612[1)'uas epproved 5 Scptcmbnl
1956, ThlS ig the firet pmogress rcport thereon and covers the period through

13 .Mn‘.]l‘Ch 19570
smmﬁm 3 o i - %

2.: ho roview o; N0 pollcy is recommcndcd by the 0CB. s ;

3.' Bunma appears to be moving clcscr to the Free World, Although her basic
‘policy of neutrelism is unlikely to change, Burma has indicated interest in obtaining -
U.S. econcaic and military sssistance. The U.S. has been unable to influence
Cambodia in the direction of development of a stable goverment and non—lnvolvcmont
" with the Cemmunist Bloc. The situation in Laos worsened, the govermment being
threatened with the possibility of dqunfa]l 3t nngotlutnon with the Pathet Lao
should collapse. The Federation of Malaye made further progress in its transition :
_to independence. ZThailand's slow progress toward free representative govermaent

: contlnued and Vietnam seens clearly persuaded that its interests lie in 5tronber

-

aff111at10n wlth the Free, World. - . e ol | O

Aw A comblned SEATO mi]itury exercise was held to 1mprovc mllltary coopuru-f”
tlon .emong the SEATO nations. Prospects that olher nations might participate in
. SEATO did not improve, with the exception of Vietnam. On the whole, MDAP has begun
~to make a contribution. In Vielnam the Army is now capvble of insuring internal
secuzliy and: in Cambodia the MAAG has made some progress toward achlev1nJ a working
relﬂtLonﬂth with the Cambedian gencral steff. In Laos MDAP has made an army pos-—
sible. In Thailand the ermed forces are considered capable of meeting any indigenous
threat to internal security, retarding externzl aggression, and making a token con-
tribution to collective defense. i : =3

5. The econcnic aid programs in the erea have all continued to show slow

" progresa. MNo new U.S. commitmente have been entered into during the reporting ;

period. Efforts Five been made to lessen demands upon U.S. resoucces ard upon lecal

- . economies (NSC Action No. 1599ﬁg). In Cambedia end Lacs the ermed forces were re— |

_have bccn held with regard to the purposes of KSC Action No. 1599-g.

Guced, and in Vietnam the U.S, has refused a request for an increase of forces. In :

Burma, for overriding political considerations, it was found necessery to grant
Burinals request for needed loan assistances In Thailand no formal consultations

CO‘ SIS "?T

=k e 6. As you know, the JCS recently recommended that U.S. policy re Cambodia

be modifiecd to restore the migsion for its armed forces of resisting external ajgres-
sion, Ve have recomnended that you non-concur in the JCS recommendation. )

7. -I% is recunnended that you note the réport'without excepvilon.
19 GuoniT 1100
; r(‘l‘ | /
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THE PROSPECTS FOR: NORTH V!""’\AN\

- THE

PROBLEM

To analyze the current political, economic, and military situations and to esti-
_mate the prospects for North Vietnam over the next year or so.

CONCLUSIONS

1. Although the Communist regime in
North Vietnam (DRV) has probably lost
a considerable measure of its original
popular support and has been faced with
' sporadic outbursts of violence, it remains
in firm control largely because of the loy-
alty and effectiveness of the army. More-
over, with substantial help from the Bloc,
it has apparently made significant prog-
- ress toward economic restoration, par-
ticularly in agriculture. (Paras. 13-16,
20-21)

2. The DRV has undertaken to “cor-
rect its riistakes” which it admits caused
popular resentment, and it will probably
be able {o regain some of the popular sup-
port which it lost. If the party ergan-
ization is sufficiently strengthcned and
if crop prospects are good, sieps toward
further socialization of agriculture may
.-come as soon as the fall or winter of 1957,
Local disturbances may recur but for the
forespeable future the DRV will be ca-
pable of maintaining effective control.
(Paras. 17, 23-26)

3. The DRV is generally isolated from the
outsice world except for close ties with
the Bloc, on which it depends for aid and

SECRET

upport. However, the DRV has probably

been disappointed by the lack of efiective
Bloc support for its objective of uniiying
all Vietnam under DRV rule. The DRV,
with Bloe logistical support, could easily
overrun South Vietnam, Cambodia, and
Laos if opposed only by indigenous forces.
However, the Bloc would support such an
attack only if Moscow and Peiping were
to estimate that such action carried little
risk of US military intervention. (Peras.
29-34) =

4. The DRV will probably continue iis
tactics of “peaceful competition” with
South Vietnam for the support of the Vi-
etnamese, although it will commue its el-
forts to infilirate and to subv-rt official
and nonofiicial organizations und to ex-
ploit dissident and dissatisfied groups in
South Vietnam. In Laos, we believe that
the DRV will continue to supr .rt Pathet
Lao efiorts to negotiate a political agree-

ment with the Royal Lao Government,

with the ultimate objective of Communist
control, and may encourage local Pathet
Lao military action in order to bring pres-
sure to this end. Thé DRV will probably
not, in the immediate future, play a pri-
mary role in Cambodia., (Paras. 34-36)

11¢2



Declassified per Executive Order 13526, Section 3.3
NND Project Number: NND 63316. By: NWD Date: 2011

€1r1r-- .\._"‘ B . . e,
Sy Es: P Sce Dof
4‘:{: Rk E,.;;:,,} j) ..ff LR -:,

OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE Jr . |

[N 3o/

WASHINGTONM 25, D. C. v T
» . - 3 Yo

ll!ﬂY ik 1-)3 .f’

1-‘4']';’-.'?’.1‘-\'3‘.'1'I0,‘.';’\L. SECURITY AFFAIRS

ﬂEﬁiI”” BETYEEN PRESIDENT DIEHN AND DEPUTY SECRETARY QUARLES
)0 May 1957, 1040 to 1210 Room 3E924, The Pentagon

Prcsent were: President MNgo Dinh Dien
" ' Ceneral Tran Van Don, Staff Chief of the Genexal

Staff ‘
Vietnamese Ambassador Tran Vaa Chuong
: : . Nguyen Huu Chau, Secretary of State for the

Interior and to the Presidency
Rear Admiral D. L. McDenald, Aide teo President
Ne¢o Dinh Dien :
Deputy Seeretary Dounald A, Quarles
General Nathan F, Twining
Mr. Mansfield D. S»nrague, Assistant Secrectary
; ! of Defense (I.A}
Lt, Genexal Alonzo P, Fox, USA
US Ambassador to Viet-Nam Elbridge Durbrow
Assistant Secretary of State Robertson
Mr, Kenneth Young, Dept. of State
Nr. Sedgewick (lntersreter)
Captain B. A, Robbins, Jr, USH

=

Secretary Quarles Ojoncd the meeting by explainii
a it

. ai that
inste d of a briefing fo; Fresident Ngo as had o1igi .y
ns
0

]

L}
been. scheduled, it was felt thot this might be consid

o ~
-

h

hi

umptuous in view of the President's knowledge of
pres

Asia, ard therefore the President was invited to e xpre
views on ne situatien,

v{
1
T
g
s

m.':fl

e

e
L7
s

President Ngo proceeded to sketeh out his thoughts on

the strategic problen of Viet-Nam, the military situation and

its r0qu5remcn‘ He views Viet-Nam as a bridgehead, which

An casc.oi. conx cht would receive support and assistance fr

SEATO., Viet-Nam is endangerod by two things; subversive

elenents under Communist direction and aggression by invasion,

This latter may take the form of invasion at the 1Tth parallel,
) or over the. ki u and then down through Laos to cut

off the capital from the west, or a comdination of both, The

invasion route across thh parallel would cut off a largy

percentage of the popu i and not ecnough would be left to™
rajse additional forces fer resistance, 7The interior line

s

it

. s - oy ..'- =
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of invasion along the boerder arca has no natural defenscs
after the enemy passes tlrrough the Annam Chain., This is a
soft area for defensive purposcs, Either one, or a combina-
tion of both, of the above routes is possible and feasible,
Above the 17th parellel the Viet Minh have 200,000 regular
troops and 250,000 -regional troops. Secrctary Quarles raised
—the question 3s -to-restriction on those forces by the Geneva
Accords, ‘It was-stated that.there is no restriction on the
numbers. The troops, however, have beecn given modernized
equipnent and training by the Chinese Communists and thcir
re-equipment is a violation of the Geneva Accords. President
Ngo also stated the Bussians are particularly concerncd with
the training of these forces and in accordance with Russian
practice have emphasized artillery to the point that they
have thrce times as ruch as Viet-Nam, He stated that the
Vici-linh air force has been training in Communist China
_since 1951, : : . -

The Vietnamese do not have sufficient forces to guard
the entire border, Laos has a weak army, very poor roads and is
Jightly populated., Infiltration through Lacs is both easy and
dangerous to Viet-Nam, It is believed possible.that the Viet
Minh could infiltrate this interior route with as many as =2

- 100,000 troops disguised as coolies which could be very

dangerous, FPresident Ngo views a strictly defensive plan as
unsatisfactory if only because of the demoralizing factorx,

lle feels tie plan nust be both offensive and defensive, He
covered this concept as follows: ()) Vietnamese do not know
the SEATO Plan, (2) The General Staff first conceived a defen-
sive plan which was considered demoralizing., (3) . They have

now conceived an offensive-defensive plan which has becn
referved to General Williams, (4) Population of the Noxrth

is against Communism. If free to move it would -move out to

the South, ~In the North soldiers are the principals in the

_“ priviledged class. (5) It is believed necessary in the

‘event of aggression to .bring airborne troops into the high
plateau arca of Laos--Viet-llam, and also conduct airborne
operations to pin down the Viet ilinh and make possible an
offensive to the North, In addition the line of the 17th

. parallel nust be held as this is the rcute of. refugecs, . Any
zirborne landings nust be Vietnemese treocps not foreign troops,
Foreign troops should be limited to use below the 17Tth parallel
as support forces,

Big questicen for Vietnamesc is when do they get the
foreign troons, Thai forces will be otherwise occupied,
The civil guard is poorly cquipped and would not be efifec
There are no other ‘ground forces available in the Southeas
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Asia area., In answer to a.question as to whether the tx00ps

‘to be used in the phatcau-could be Thai, the President answered

no, Laos is afraid of the Thais; they are afraid of a Pan-
‘hai movement te swallow Laos, Luos hates Cambodia, distrusts
the Thais but Jikes the Victnamus* They would like an outlet
to the sea at Tourane., They have pronmisced to scend officers to
be trained by the Vietnamese, President Mgo then counented
on his planucd second counter move which is to f£ill up the
vacuunm of the high plateau arca, the forest border area and the
Plaine des Joncs. This plan will be begun by placing trained
deriobilized men from the ClVl] Guard in these areas with their
families, 3,000 so far. He is now ‘appealing to the people of
the central Ulctuﬂam area to settle on the high plateau and is
asking people of South Viet-Nam, the southern areas, to move in-
to the Plainc des Joncs, =
SEATO has always recognized the need of the fight against
subversion, Planting men in these arcas will construct a
human wall effective against Conmunist infiltration and sub-
version, The above goes hand in hand with construction of
roads in the above areas., Stationing men and building roads
serve both a strategic and econonic purpose, 2he road build-
ing projects is really a stage of the French plan that goes

‘back to 1919 and continues to 1942,

Secretary Quarles asked the status of the road construc-
tion now, The President answered it had not yet begun but
Capital Engineering Firm was starting construction studies
and he thought construction could begin next year., These
roads in the interior are important hecause the roads along.
the coast is easily disrupted, It has many bridges and that
is why French, thinking of the possibility of Japanese aggression
along the coast, thought roads in this areca desirable., Tnis
was part of tne Frencn Enpire Plan to tie together Viet-HNam
Cambodia and Laos., Xt is still a good plan for the defense of
Southcast Asia. It includes a road across the interior to
Paksc on the Hekong which is near the Thai Railroad terminus at
Ubon, Route 9 from Touranc. to Savannakhet is too close to the
17th parallel, but Laos is interested in an outlct to the seca

_foxr econonic reasons, SEATO principals are (1) to pary aggres-

sion (2) struggle zgainst subversion and (3) economic aud
social aspects required to support the above. The French

ard British are intcrested mostly in nurniber 3. The military
strategic aspz2ct of offensive~defensive plan ch fay Olbd by
the air force and navy, In case of aggression ctical atonic

weapons. could be used. Vietnamesc feel they nust emHnnsizc
ground weapons because the Viet-Ham wor showed that it was

difficult to use air effectively in this countyry, Connunist

-
3
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troops arc very mobile., Wje jrrecgular forces advance zhcad
‘of regular troops to sabetage and cut conmmunications. They
also follow the regular troops to subdue the population, Use
of atomic weapons against the aggression through' the sparce
settled territory of Laocs would not be effective. Thercfore,
‘the President believes that the Vietnanesc nust reoxrganize
their Army to be prepuarced for such a struggle.

Despite the eiforts of General 0®Daniel the present Army
structure is now not satisfaciory., This is dvue to the French
policy which insisted on keeping Victnamese forces in small
ainits no larger than a battalion, ﬁreycnting the developiient
of a proper Viet-llam Arny. This is why Diem could not coue
to power seoner. French said Victnamesc couldn®t be trained
and wuere too weak physically. They limited them to light ‘
forces. After the Armistice the French continued to control
the forces, Following the French phasc out, and the glimjnation
of French forces, ‘training was conducted under a mixed French=
US iraining group. The French concept of light battalion,
light division, hecavy division, made no sense at 211 not even
for usc against the sects, I therefore felt the Army should
be completely reorganized and consolidation of training into
a styictly US mission made this possible, The U,S, militaxry
_know that the Vietnanese make ¢ood soldiers, I have talked
over ny idea with General Williams, and it is to reorganize
ny 6 light and 4 heavy divisions of 5,600 and 8,300 men respec-
tively, into the same number of field divisions with 10,000
cach, with 3 regiments per division, To achieve this the Army
must increase to 170,000, This would avoid a complete shift
of the prescent division, If we stay at the present 150,000
men it would be necessary to shift or change the basic struc-
ture., If our total forces are raised to 170 thousand we
could increcase each division tc¢ 10,000, 7o reduce the impact
ori the budget I have decreed a draft as a stop gap plan,
Draftces will be inducted for 1 year terms in the age group
20 te 21, Dbeginning 1 August 130 per day will be inducted,
This will amount to 48,000 per year., In 3 years this will
make it possible to replace 2/3 of the Army at the end of
3 years, The budget will be stabilized, At the present time

. Viet-Nam arny is oxganized along French colonial lines with .
the families traveling with the troons. The average pay is a
thousand piasters a month, The military budget is 170 willion
dollars a ycar, The use of drafteces would reduce the cost by
half, Draftecs would be young people with no families, The
US. military reconmend that I not replace all my troops with
draftecs but retain 30,000 minimum a2s a hard core, I believe
the above is necessary bccause in my view to meet aggression in
ny country requires emphasis on the ground forcés, As the
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¢ demobilized they would
¢ Plaine dcs Jouncs. arca,
ononic and strategic

present troops with their families ar
be settled in the high pletcaun and

2
ihis would be beneficial botlh from cc
yeasomns, : :

At this pOlﬁi Secretary Quarles noted that the President
‘was due at theé Press Club shortly and requested tine for a few
U.S., questions, His first was whether the Geneva Accords
jnhibited (US) training personnel. President Diem replied
that there had been no protests - there had been cnbarrassing
questions, but .the Geneva Accords only prohibited troop rein-

forcenents.

Mr, Quarles asked a gencr~1 question on the status of
training and equipwent of the Viel-Nam ajr force, General Don
repllcu that the planes turned over by the French had been
retained foy training until no longer usable and then returned,
President MNgo said that in general vehicles and communications
equipnent were in bad shape, These can be replaced with the
same type used by the French without violating the Geneva
Accords. . He continued to say that the French.trnining of the
air force and navy in his opinioa was very poor because the
French were dragging their feet, For the Viet-lNam Air Force
actually they were providing only.6 months training for rnechanics
which U,S. military persoancl considered inadequate, Ihen the
French questioned him about the renewal of their training
contract the conversation resulted in an agrcement to withdraw
the French Air Force training mission with the exception of
special French personnel who would remain until the end of the
ycar for technical itraining. All other requirements would be
met by the U,S, He had therefore requested the MAAG provide

these training personnel and several instructors for the mili~
taryy acadeny (Armed Forces Acadénmy). ;

After-brief closing remark by Sccretary Quarlos'thc

session ended,
' i C;i?-éﬁ;?ﬁgz;;%EfL?;%

v A0S
B. A. Rohbins . Jr., Cast. USH

DANT,
Roepicnzl Dirgctor, Fayr Last
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- PROGRESS REPORT ON_U.S. POLICY TN MATNLAND SOUTHEAST ASTA (NsG 5612/1)
‘..-' ™ > & - - * - - 3 -

. BACKGROUND .
= Lf=“1LS. Po]icy in Moinland Southcast Asia was approved on 5 SeptOTbﬂr

':.-

J

1956, This progless rhport covers thc perlod 13 March through 6 Novembcr 19 T

. SUMMARY i ' :
;2 General. Many surface developments seemed to favor the Free World,
although the Communists, often working underground, mey have made gains of
their own.. The coup in Thailand, the repercussions of which are still to be
felt, OVCr—vhadoucd all other devblopment If Thailand orients itself toward
fneutrdllon, gome of the Free World gains might weil be reduced. The SEATO
staff wvas etrengthened and the ucptember Military Advisers' meeting was highly
successful. There was modest progress in developing SEATO economic and social
programs. Nevertheless, the genﬂlatlon of publlc attitudes favorable to col-
" lective security pacts and Lhe Fest in general is becoming increasingly diffi-
cult in ile area. The adverse effect on. U.S, political ObJCCtiVGS of PL 480
rice saled tamporarllv receded becausn the area nations found ready markcts for

thelr ‘produce in 1957. .

ek Polltlcal items of interest on specific countries are:’ W

‘. g, Thailand: The dependability of assurances that Thai' foreign
iy pollcy will not change remains to be seen. A period of con~
.t » ' giderable domeslic Jn°tab11¢ij is anticipated. Adjustments
07 ¢ 7 4o Communist China will probably continue. Owing to the
<=3 ¥ changed uliuﬁtlon, various U.S. programs, particularly mili-
: "'taly ‘and economic assistance programs, are.being rev:owcd b

A Burmn cﬂutjously dcvclopﬂd closer relations with the Free =
World while malntalnlng publicly .its neutral position and
‘continuing to receive Communist aid. Awareness of the Com=
_munist danger increased. The Govermment recognized and

(%" " began to cope vith its forcmoot problcn, tho proservatloﬁ,'
- 7 of law and ozdcr. _ SR

‘e 5
o R Co “Jaos: -Although the outlook improved with the formation o
s . g conservative cabinet, negotiations for a cabinet including
T o pathet Lao (Communist-led) representatives became more ac—
3. - 7 tives The threat posed by Pathet Lao control of two north-

- ern provinces continues, and security conditions in the
areas under government control deteriorated.

d. Cambodia: A Sh“Tp“l awvareness of the Communist ‘danger 9p~'

S e pearcd to create a more friendly climale toward the U.S.,

" and the govermment showed an inereased wnl] to resist inter-
nal Communist subversion. HNevertheless, ths overall internal
security situation datarnoratcd as a Jooult of more V1gor0u
Cnnnunlst act1v1ty. ; 2

_ . N T ) ] :
e b I Lo 1 Volr el & 55 . o~ #~
Q;_,,ﬁ;-hjt,; . N o s o : -
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Caai & e, Vietnam maintained its close relationship with the U.S.
~  Progress was made in developing a representative govern~ =

“s< _ * ment, while executive leadership remained strong., Ef- - e

il el fective countermeasures against non-violent Communist =~ *° ° ¢

. e gybversion remdin a priority requirement, E

Yners £, ‘Malaya became an independent, member of the British Com-

. By - monwealth in August, and good will continues to exist

2550 “toward Great Britain. The néw cabinet is conservative

2 e ang pro-lestern, but present indications are that Malaye ~ = i

wower [0 "5 4411 not join SEATO. Communist terrorists continue to
threaten internal security. The government is opposed
e to any political fusion with Singapore at this time. A

e £ The S{nﬂanhfe governmcnf although beset with internal
s political difficulties, weakened the Communists by ad-
: . ditional arrests of known subvor31ven.

4. Fcohomic. Serious obstacles to regional economic cooperation remain,

such as preoccupation wlth domestic affairs, political antagonisms, and lack
~Of complewcntary economies Economic development throughout the area is

é%ercjy handlcanp ¢ by lack of trained manpOh r. The Sino-Soviet Bloc coﬁ;

Rl ‘high degree of economic activity in the area, with demonstrated
s flexibility. (Annex R is a discussion of Bloc-Southeast Asian econdmic zela-
' tlong.) Southeast Asian nations are comparing U.S. and Sino-~Soviet Bloc aid

programs as to aid levels, administrative procedures and controls, and speed of
performance. Complaints continue regarding U.S. aid program delays. Con-
flicting claims on U.S, aid and 1neffL01n1u use of local resources present
problgms in some countries. The climate for U.S. private investment leaves
much to be desired. Plammed expenditures for U,S. economic and technical
assistance for FY 1958 in millions are: Burma - $10,0; Thalland - 835.0; Cann~
bodla - $35.0; Laos - $36.6; Vietnam - $209.4; Malaya - none. These ekpandl-
tures total 9326 mllllon, conpareu to estimated eypﬂndltures of $379 million for

¥Y 1957
5, Military. The U.S. has, or will have, Overseas Internal Security

Provranv in Cambodia, Laos, Vietnam, and Thailand, U.S. police experts will

make & survey in connnct*oﬂ vith a Burmese request for assistance, and the

s Burmcse have been informed that £10 million U.S. military assistance wil be
available. The Vietnamese armed forces improved significantly, and Communist
', capabilities for resistance in South Vietnam were neutralized. Thz current.

situation in Vietnam does not permit any reduction in forces, but the U.S. did
not accede to President Dien's request for increased oroop strength., .Th ;

.-Mala ran Government agreed to the continued &t“tJOﬂJnﬂ of Brltloh Commonwaalth

troops in Malaya and to thﬂlr bearing defense responsibilivies for Malaya,

* Estimated Militery Assistance expenditures for FY 1958 (with FY 1957 estinates
-~in parentheses) are, in n*lllopd. Thailand - $20.4 ($25.3); Cambodia ~ $6.2

$21.1); Laos - $5.7 (&3.8), Vietnam - $43.5 ($105.0); total -:$75.8 (S155:2),

ST g

6.. Recommendation Regarding Policy Raview. ter the December elec-
tions in Thailand, consideration should bpg given to the need for a review of -
the pertinent scctions. Ths section pertaining to Malaya is outdated and should
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' "7, “The sharp drop in estimated MAP expeliditutl‘es.i‘or Vietnam fqr FY 1958,

" as compared with FY 1957, reflect a drop in the program ($38.9 million for FY
1958, compared to $74.2 million for FY 1957) and a levelling off of the pipe-

line,

. 8, Burmese répresentatives are expected to arfive in Washington on
.approximately 8 December to negotiate the details of the first military assis~r
" tance programn for Burma. The U.S. team of police experts is now conducting its

survey in Burma,

- 9. Since approval of -the report, the Pathet Lao symbolically surrendergd
.authority over the two Northern provinces under its control and a coaliti9n

" ¢abinet including two Pathet Lao representatives was formed. The actual im-
position of government control over the northern provinces and the in?cgratlon.
of-1500 Pathet Lao troops into the army, as agreed, are still uncertalP of_

. achievement. : LT Ve =l o A S D
. 2 . - ; e ; ; LAlE - : : W, =
10, - The paper is considered to be generally acceptable. orid ,
~ PtE ety ) o I ; = ) : ? 205
RECOMVYELDATION :
11, It is recommended that you note the report without exceptiong
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“ITEM 5 (For Discussion)

-

" PROGRESS REPORT ON U, S, POLICY IN MAINJ.LQ_@_I_)_
SOUJ.HEA;_ ASIA (NSC 561&/1)

BACKGROUND

.
.

"1, U, 8. Policy in Mainland Southeast Asia vas approved on 5 Sépteiﬁber
1956, This progress xeport covers the period 13 March through 6 November 1957,

SO Y Vi

N
2. Pohtlcal

The coup in Thailand overshadowed all other developments
BRRES I LR “in the area. The dependability of assurances that Thai foreign policy
:  will not change remains to be seen, Owing to thé changed situation,

‘2 . wvarious U, S, programs arc being reviewed. ity ™1

Thall and;

: . * Burma cautiously developed closer relations with the Free World
ARRd A mndlntannng publicly its neutral 1)0511.10n and continuing to x e~ .
; iy cclve cOmmumst aid, '

... T e, Laos:
. #+ 7 Yepresentatives became more active. The threat posed by Pathet Lac
' control of two northern provinces continu es, and security conditions
in the areas under goveu_unent control deteviorated, »
+ 'd, * Cambodia: A sharper awareness of the Communist dangexr "ppca,l ed

. to create a more friendly climate foward the U, S, Nevertheless, the
overall internal security situation deterior ated as a result cf more
- yigorous Communist activity, : : :

Vietnam maintained its close relationship with the U, S. Progress
was made in developing a representative governinent, d_nd ¢ .ecutive
’ leader ship rcm'uned stl ong, .

‘ . Malaya b“came an 1nc1r‘pcndem. member of the British Commonwealth
; in August, and good will continues to exist toward the U, K, The

_ mew cabinet is conservative and pz o-Western, but present indications

are that Malaya will not join SEATO. Communist terrorists continue

to Lln'catcn internal security. ‘

Singapore: The govelnmcn.. weakerned Cozmmuu ot htre;agth by

“additional arrests, 7t S

il

Negotiations for a cabinect including Pathet Lao (Communist~led)

L — — 0 T e 2 a8
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3, Economic- The Sino- Sowet Bloc couhnucs a hlrrb degrece of economic
‘etivity'in the area, “with demonstrated ﬂcmblhty, -and Southeast Asian nations

. are’ comparlng U. S. and Sino--Soviet Bloc aid programs, Compla:nia continue

I’egal ding U, S. aid program delays,  Planned expenditures for U, S. economic
and technical assistance for FY 1958 (with F'Y 1957 estimates in parenthesis) axe,

- 1n 1’1'1111101‘1“ Bllln']." - $10 0 ($0 D), Thallall(l - $35 0 ($J9 8) Calnbodla - $35 0
* ($41,0); Laos - $36.6 (§47.9); Vietnam - $209, 4 (¢?49 8); total ~ $326,0 ($378.5).

4 Militax y: In Vle‘na_m, the armed forces improved significantly, but the

"ffcurrcn., situation does not pex ‘mit any force reduction, PBurma has been informed

that $10 million in U, S, military assistance will be available, Estimated Military

~ Assistance cxpendliurcs for the area for FY 1958 {with FY 1957 estimates in

s

R}:COMI«TT'NDKTION i e T N e b

parentllcacs) are, in mnillions:: Thailand - $20,4 ($25, 3); Cambodia - $6,2 ($21. 1):
Lc..OS . $,_) 7 ($3 8); Vietnzm » $43.5 ($lOJ 0), total - $75 8 (5155 a)s -

‘5, Recommendation 1(,g~11'd111g Policy Review, After the December clections

- in Thailand, consideration should be given to the need for a review of the pertinent

sectionss=The section pertaining to Malaya is outdated and should be reviewed.

COM MIENTS

6 Vietnam: The sharp drOP in estunated MAP macndlturcs fox Vlctnam for
FY 1958, as comparecd with FY 1957, reflects a drop in D the program and a lcvr.‘lllﬁg

off of the pipeline. L2os: Since approval of the xeport, a coalition cabinet mchldlllf’
two Pathet Lao repry “esentatives has been forimed, :

7. The report is considered to be generally acceptable,

"

It 383 xecommcnded ilnt you notc, the report wl.,hout excepti on.

shiu a8 =% werelss Lo 3 A * he lenis . 3. " -, 3 - -7
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NOTE BY THE. EXECUTIVE SECRETARY
y to the
NATIONAL SECURITY COUNCIL
on

Y IN MAINLAND SOUTHEAST A%Lﬂ
. NoC 5612/3
. NSC Action No, 1826
» Memos for NSC from Ex-

ecutive Secretary,

same subject, aaued

. 5. POIAC‘
References

y

Ob:!:m- =1
L]

' } Februarj 20 ard March 3,

1958
D. NSC Action No. 1885

-.-\1

The Natiornal Security Council, the ACbihg Secrctary of
the Treasury, uhe Attorney Ger cral the Secretary of Commerce
and the Direct Burcau of the Budgct by Memorandum Action
as of April 2q é50 (NSC Action No. lBéS) adopted the draft

revisions of the Laos, Thailand, Nalaya and Singapore
sections of NEC 5612/%, prepared by the NSC Planning Board
in accordance with NSC’Action No. 1826-b and transmitted by
the reference memorandum of February 209 1058; subject to:

*--

\\

!-

a. The following comient by the Attorney General:
"ﬁgrec subject to the substitution of th°
phfasc tof the p;OVLSO' .for the word 'ind

"cated! in the last line of paragramh 6Lty 50
as- to meke.identical the references to the
ta1Lnf of independent action in. n«ragranasén
and 654D, It is felt that such an amendme
would obviate any future implication tha L
independent U, S, military action in defense
of Malaya might be undertaken wlithout regard
to the proviso in paragraph 19,7

b. The following comment by the Socmetary of COﬂJG*Cu.

"The Department of Commerce does : o consider
* that g“anb economic assistance to the Fed-
eration of Malaya ls necessary or desirable
at this time znd understands the revision do
‘not incorporate such provision, Also the
Dara 1tmrnu does not feel that loans to'the
Federation of Malaya for economic de vo]o“wLu
pU¢uG ¢s are necessary at this time and shol
a proposal for such loans be advanced, would

decx‘u particination in thc early vuaoav of
consideration, i
NSC 5809 3143 TOP SECH
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The sbove revisions to NSC 5612/3 including the L
nevis;on proposed by the Attorney Goneral vere approvc%h %
the President on April 2, 1958, The President directs < a

\sc 5612 /1j as amncnced ané approved and enclosed herewitn

NsC 50099 be implemented by all appropriate Executive

dapafCKuﬂbS and agencies of the U, 8, Government; and o
desiznates the Operations Coordinating Board as the coordi=
natxng aﬂenfya :

A Pinencial Appendix on the subJOCu, wnich acc0ﬂp%nied
NSC 5 u_/lg has not baen repwroduced, A new Financial
fopendix will be prepared when the policy is next rev;cwea.

NSC 5809 supersedes NSC 5612/1.

JAMES S. LAY, JR.
Executive Secretary

cc: Tae Secretary of the Treasury
. Thne :& L L»O:f!ie}/ General

The Secretary of Commerce
Tne Director, Bureau of the Budget
fhe Chairman, Joint Chiefs of Staff
Tne Director of Central Intelligence

1.
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STATEMENT OF POLICY

on

U. S. POLICY IN MAINTAND SOUTHEAST ASTA%®

I. _GENERAL CONSIDERATIONS

General., Since mainland Southeast Asia does not

Lo @
sent o Rniil

repre 1ified area, courses of action must generally be
deternined in the light of widely varying country situations.
However, basic objectives and main directions of U, S. policy
can =nd should be established on a reglonal basis,

2. Consecuences of Communist Dominatlon. The national
seéurity ol tne United States would ve endangered by Communlst
Gomination of mainland Southeast Asia, whether achieved by
overt aggression, subversion, or a political and economic

offensive.,

. a, The loss to Communist control of any single free
country would encourage tendencies toward accommodation
by the rest. ' ;

b. The loss of the entire area would have a seriously
adverse impact on the U, 8. position elsewhere in the Far
East, have severe economic consequences for many nations
of the Free World, add significant resources to the
Communist bloc¢ in rice, rubber, tin and other minerals,
and could result in severe ‘economic and political pres-
sures on Japan and India for accommnodabtion to -the Communist
bloc. The loss of Southeast Asia mainland could thus
have farreaching conseqguences seriously adverse to U, S.
securlity interests. : . X

3, fThe Communist Threat

2. Overt Azgression., Although Communist policy now

empnasizes non-nilicary methods, the danger of overt ag-

. gression will remaln inherent so long as Communist China
and North Viet Nam continue a basically hostile policy

supported by substantizl mllitary forces. There is only

of this paver, "Mainland Southeast Asia" con-

Forr Durposes
sists of Burma, Cambodia, Laos, Thailand, Viet Nam, Malaya
ancd Singepore. In addivion, there is attached a supple-
m o stat nc of policy on the special situation in
-] a

ity

1138
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1ikely than an intensified campaign of Communist

polivical, economic and cultural penetration in the area,f
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a cezse-fire in Viet Nam and sporadic hostilitles con-

& ;inue in Laos. The 'Viet Minh have continudéd fo- improve
their combat capabllltleu since the Geneva Conference
of 1954 :

- - b, Subversion, In most countrles of Southeast Asla

LY thvecat ailso arifges from the exXipteoncece ef ¢xtons i\.r‘u
local Communist capabilities for all types of subversive
actlv; ing ranging up to arced- insurrection, Addition-
ally, the 1' rge overseas Chinese communities in- South-
east Asia oflfer a feriile field for subversion. The
_weak internal ccurity systems of the Soutneast Aslan
" states make em highly vulnerable to such activitiles.

<t 2 2
O (n = r

c. Communist p01137001 and  Ieonomic Offensive.

At present overt, aggression and m;iatant subversion are

§ 16“5 11 cely .than .an itensified campalgn of Communist
leLtJCdl; economic and cultural penectration in the area,
The political instability, economlc.backwardness, export-
provleins, and cxlreme nationaliosm of these countries
provide many opportunities for Commanist exploitation by
trade and economic qSuiﬁtaﬂCO, conventional political and
éiplomatic activity, and extensive infiltration. This
offensive now constitutes a threat to U. S. interests more
subtle and more difficult to cope with than other threatbs.

&, V. S. Role, The Uﬁ'“ a States is lik 1V to remaln the

major outs

onliy i ou
Cuinese Communist thrwsu into Souuhcast A3¢a. Tous, fthe
revencion o, this area in the Free World will continue to
depenc on the extent end effeetiveness of U. S, support as
well as on fthe local eP103 Cs of the countries themselves.

et

a. Politlcal, " The underlying purpose of U, S.

the area is to help the non-Communist
avelop more effective political organizations,
their internal administration and eniist :
egiance in both urban and rural districvs.
i pye
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b. Military. Because these countries do not have
e ¢ ity of creating armed forces which could

L J C
effectively resist large-scale external aggression, the
United States will be required to provide a basic shield
against Communist aggression.” For the foreseeable future; -
local will to resist aggression will depend on a con-
n in Scutheast Asia that the United States will con-
tinue*

6t ;
adequate to counter aggression in Southeast Asia with The

.cepabilities described in current basic natlonal security

policy. The combination of such U, S, forces and local
will To resist would constitubte the best deterrent
against aggression, Should the deterrent fail, this
combhination would also provide the most effective in-
surence that, in conjunction with indigenous and allied
forces, tne United States could suppress aggression in

the area cuickly and ln a manner and on a scale best

calculated to avoid the hostlilities broadening into
general war. - :

¢. Economic and Technical, Tae insistence, through-
out most oi the area, cn economic development provides
the strongest lever Tfor the exertion of influence by the
¥Free World or by the Communist bloec. Without increased

external help from some source, most oi the governments
of the area will be unable, even with adequate indigenous
effort, to manage the political demand for rapid better-
ment i £

n the conditions of 1ife and provide for sound
econonic development, Faillure to obtain such assistance

. from the Free World will tend to drive thesgse countries

toward economic dependence on the.Communist bloc. The
general ovreference in Southeast Asia for Western techniecal
and economic assistance gives the United States and the
Tree World an opportunifty to obtain primacy over Communist
forts in key economic sectors, The outcome may,
wever, be stronzgly influenced by the success witt
Free World can cope with Communist efforts ¢ _
existence of Southeast Asian export problems,
se involving rice., In the period ahead,
S. procedure and repidity of U. S.
nereasingly important, if effecl .ve
ken of unexpected and transient
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6. The Problem of Alignment. To preserve their indepen-
denge, = *’engi thelr internal stabllity and protect them-
selves agait '*'Q”IOW, some counfries in Southeast Asia
prefer O onal spcurity arrangements, Some, however,
prefer To gament with other natlons, The basic
sroups is to malntain tae indcpbndence of
¢ of oeutside interference or dictation, and
nd vitc 1Luy of both are 1mportan to the
to each other,
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independence of fthe mainland Southeast
ant to the secunity interests of the
bnce 1s to be preserved, U.'S.
build Su?ﬁ ient strength in the area at
ion, sunnres¢ subversion, prevent
conomic acmln@ulon, and assist the

to consolidate their domestic posi-
a not depend primarily on the degree
sivity at any particular time, but
oals within the limits of thne
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8. Wnere a national ceuewMLﬂat1on to maintain independ-
epce and odpose external zggression is sufficiently manifest,
the United Stztes should be prepared to provide mlilitary
assistance based up The misgions of the forces as indicated
in the "Country Courses of QC»LOJ" (Part V, below). |

bt

g, in the event of aggression against a Southeast Asian
state willing to resist, the provisions of the UN Char*ﬁr or
the SENO ¢:eauy should be invoked, but the United States
shou not forgo necessary actlon in behalf of such a state
on staktes because of the possibility that other allies might
be lozth to participate or to: furnish more than token military

forces, ‘

..\O

10, In the lcng run, the ability of the non-Communist
rovﬁvzneﬁus to attain political, economic and social ObJOCbiVCS
will pe the dominant factor in defeating the Communist attempts
to dominate Soulheast Asia. The United States should assist
the non-Comaunist states of the area to formulate and exetute
prOSTanis a93;gned_to promote conditions of sound development,
to c;rolutrwcﬂ that they can achieve growth without reliance

on Communist methods or C"ponccﬂcc on the Communist bloc, and
to give their peoples a greaver stake in the continued
1ﬁobj~4u nce of Thelir countries

§SG 5809 - : A TOP SECRET"
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d States should continue to make clear its

11, The Unite
own devotion.to the principle of collective security, its
beiielf that regional segurity arrangements provide maximun
protection at mir"l um- cost Tor all, and its expectation that a
country'!s decision to D"wbwclpato in such avrangements is
based on its own calculation of its best interests and doe

not oi itself constitute a claim for increased financial ala.
Where countries participate, measures to assure adherence
are ans*rao1e, normally . including preferential treatment in
the rields of.economilc and militax ry assistancé as justified
by U. S. strategic objecvives., Where new opportunities ror

1

3

affiliation develop they'should be encouraged. The United
tates should, nhow bvcr acgent the rignt of each nation to
_choose its own path to the future, and should not exert =
ve &llies of countries not so inclined.

pressure to make actl

Tae genuine independence of such countries from Comnunism

sexves U. S. interests even though they are not formally
nite tes. The United States should

112,.%6 with the U“.!. ced
aCCO“”*ﬂD7y auODOﬂ and as
determined o Dreserve tne
actively pursulng policies

ist them so long as they remain
r own independence and are
to this end. %

; ITI, OBJECTIVES

12, To pre vent the countries of Southeast Asia from-
pasging into or vaCﬂinS economically dependent upon the
Communist bloc; to persuvade them that their best interests lie
in greater cooperation and stronger affiliations with the rest
ol the Free YWorld; and to assist them to develop toward
atavle, free, “enﬂcsc~+auive governments with the will and
apility to mesist Communist from within and without, and
thered} uO contribute to the strengthening of the-Free World,

Iv. GTOMAT, COUnsins o 1\("""101‘1"

|
13, .Supvort and assist the couﬂt“io“ of the arei on the
basis of their will- and abili Ly to defend and streng chen thelr
independence. , :

(‘-"

¢cl each country's cholce of national ro-licy for
ndependence, but make every effort Lo demon-
tages of greater cooperation and closer

e Puvee World, as well as the aangers of

e Comnmunist bloc. :
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% - fne followling courses oi action are not applicable to  the
State of Singapore at this time: paragraph 13, 14, 16,
22-a, and 32. .

NSC 5809 l““‘ ' iy TOP SECRET
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1 EPCO&?E&E the countries of Sout ncaut Asia to cooper-
ate CfObu'y with each other on a basis of mutual ald and
suppot, and suoao"“ indigenous efforts to develop regional
“ssoc_cuwo 18 80 long as “nby do not weaken SEATO or the spirit
of resistance uO Co“Juanm.

ively in SEATO, and seeck to develop
1~-yilitary aspects in a manner that

; trate the value of SEATO as a reglonal
, the usefulness of winich extends beyond deterrence
T expansion. Encourage limited participation of

ist, non-SEAT(O Asian nations in certain SEATO

I
ac [V S Vi Uj.es © .

2 s Encouragu and 5voooru the spirit of resistance among

the peoples of Southeast Asia to Chirese Communist aggression
to indigenous Commu 1ist insurrection, subversion,

'
L

18, Meintain, in the general area of the Far East, U. S.
forces adeguate to exert a deverrsant influence against
Communist aggression, in conformity with current basic national
security policy.

19. Should overt Communist aggression occur in the
Southeast Asian "“’au} arsa, invoke fthe UN Gharter or the
SEATD Treaty, or both as aﬁal¢0ﬂ0]o, and subject to local
regquest for assistance take necessary military and. any other
ecy;on to assist any Mainland Southeast Aslian state or
: ok rritory ln The SEATO area willing to resis?®
soxt to force: Provided; that the ftaking of
ion shall be subject to prior submission to and

4 2L tae COPSf“%& LuTGB the emergency 1is deemed by
the President to be so greabt that immediate action is :

‘necessary to save a vital interest of the United States,

7ol from withid, and assuming some manifest
for Y. S, assistance, taxe all feasible measures
attenot ,\IPC1L&mﬁg even mlilitary action after

, 20 in czse of an imminent or actual Communist attempt
L 4 3

¥
¥
L__.

21, As aporovriate, assist the police forces in Southeéast
Asian counbtries ©o obtain training.and equipment to detect and
consain Comnunist activivies,

22, In ordsr to strengthen the non-Communist "overn wents
of the erea and to nelp foresdall. their-economic dependence
on Loz Communist bloe: )

.

T A b
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= Page 7, par, 22-a. 2ad the following to the end of the

“In the framing of U. S. aid programs to Southeast Asian
countries take into account the economic and technical

assistance being provided by other Free World nations and

R
nations and institutions where appropriate,”
1' . 1 %
} e
o 4 . - 1
g A - . .
T . iy
. ; e A
'.. 3 S =z A3
! = 1 s Yo TG o 3§
: iy e
i . T b £ ' .'..! : H
. . ' ' <
ey
1127
< z o



Declassified per Executive Order 13526, Section 3.3
NND Project Number: NND 63316. By: NWD Date: 2011

Rk .. .TOP SECRET

’
&, Provide flexible economic and technlcal assistance
zs necessary to auL““n U, S. obaoc ives.
b. Encourage measures to improve the climate for ¥

private investment, both domestic and foreign, and to
moh’lize the meximum investment of U. S. private capital
in the area consistent with the prevailing climate.

¢.' Encourage Unived Nations agencies, other Colombo

Plan coanu:mcs, and other ﬁfnendly countries to contribute
available resources to promote the economic growth of
.SOhvﬂuaSt .-;-La... . '
q. E“cov"aoe the Souﬁheast Asian countries to orient
t“”“ﬁ econcmies in the dirvection of the Free World and to

rely orima *iiy cn non-Commmist markets and sources of
suoply for trade, technicians, capital development;. and
atomic development, :

B <D ca*%ywnw out oworpans 1nvolv;nw disposal of

-

W Ss ag“lCHWLL“ surpluses abroad: _ :

/ (1) Giv
vulnerabili
and avoid,

*"ractinc
mdrket their

1=

articular attention to the economic
of tnc Southeast Asian countries
ximum exteno viracticable,
'oLlnty OL h“ﬂe countries to

1= (-I.)

i_“

1"' o JEL 5 il
3 O
3l
)
(o)

(2) Give particular emphasis to the use of the
resources to promote multilateral trade and
economic development.
: - .
f. Promote as apvropriace the expansion of trade
relationsnips between the United States and the countries
of Soutneast Asia, ' ; '

. Take advantage of adverse local reactlons to

1s¢ barter -agr cmbnts with countries in the area by
trating the acvantngs to these countries of con-
¢ trade on a nmultilateral commercial basis,

. Make 2 'special, sustained effort to help educate an
&x ng numvber of techniczally competent, pro-Vestern civilian
an iitezy leaders,; working bj]cboralWy, through the United
Nz 3, with The other Colombo Plan countries and with other
fr y countries, -Stress the development of potential and
se »y ieadersnip to support the thin stratum of elite now
aams cering the central gove:nzcnus and bring to their
suny ie tecani and technology in.public information
SEIG
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sed emphasis on communjty development
i ms, and other activities aimcd
are and aLLituaes of the pcople at the

o5, Strengthen informational, cultural and educational

sctivities, as appropriate, to foster increased allignment of
the people wilh the Free VWorld and to contribute To an under-
stancing of Comminist aims and technigues,

06, Hold or reduce the number of U, S. officlals in each
countzy to a-strict minimun consistmt with sound implement-

ation of essential nkog;ams, in order to head off an adverse
90113;05- reaction to the presence of a large number of
imericans in relavively privileged positions. . LY
regasing Aslan Buddhist contact with and

- World., Explore with friendly religious
developing Buddhist fraternal asso-
ation with Free World religious leaders

25 designed to encourage the
es in Southeast Asla (a) to organize
roups and activities within Cheir
thb effects of paraltel pro-
(c) generally, to increase

ks ocal governmen ts and ftoward
d (@) cor tent with their obligations and
to 3ﬂv¢f cal governments, to extend
to the Chinese National: Govcrnmono.

ol
29. iscreetly encourage 1ocal governments to work

toward assimilation of raeial minorities,
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molern s appropriabe covert operations designed
n the achievement of U. S. objectives in Southeast

:
- Col T
O 885180
Fe el
F'.L.‘_L.,..o

P:omopu economic cooo*ration between the countries
ca and Jawvan and with the Government of the Republic

to the extent Teasible U¢thouu jeopardizing the
yenent of U° S. objectives toward the individual South-

iy

® MO0
D O Fh iy
6]

st Asian countries, :

32, In order to promole increa sed cooperation in tn

aves and to deny tne general area of the Mekong River Bas
T 8 : . - o (r/a% ORI
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OFFICE OF JCS PROPOSAT

Page 8. Add new paragraph after paragraph 32, in Section IV (Regional
Courses of Ac’tion).

Exercise caution to insure that the United States does not become
so identified, either in fact or in the eyes of the world, with
particular regimes, individuals or political factions in the countries
. of the area as to hinder U. S. accommodation to evolutionary changes
in the political scene."

REASON: Initially, this paragraph was intended for insertion
in the section on Cambodia as guidance for our dealings with Sihanouk.
At the suggestion of State it now is proposed as regional guidance so
as to be applicable tol other countries of the area where we may develop

similar problems.
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Conanits st influence or domination, assist as feasible in
Jhe Lok sent of the Meltong River Basin as a nucleus for

e defelioP tion and mutual aid, o
The QSN0 oopera el aid. - et
‘ia.]}'Cﬂ"z‘ o il B SR b

Dags Tmmediately following par, 32, add. the following

v Jaragrenns
Gn Pl o S A N > ;
“AiiShould ary country in the area cease to demounstrate

internal Communist subversion and to
carry out a policy of maintairing its independence,

prinate U, S, economic end milit ry assistance programs

)
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CAMBODIA  (Revision of pars. 39-42 of NSC 5809.) :

39. Seek to increase Cmabodia's respect for and confidence in the
United States and the Free World in order to assist in maintaining
Canbodia's independence and in curbing its tendency to increased
orientation toward the Sino-Soviet Bloc. To this end demonstrate
continued friendly U. S. support for Cambodia's independence, understanding
of its policy of neutrality and concern for its economic and social pro-
 gress.

4O. 1In shaping particular courses of action in Cambodia, take into
account the fact that Prince Sihanouk enjoys widespread popularity,
particularly among the rural population, and controls all major sources
of political power. Devote special efforts toward developing Sihanouk's
undérstanﬁing of U. S. policies and of the U. 8. position in Southeast
Asia, bearing in mind his extreme sensitivity to any suggestion of
pressure oOr slight,

L1, Since real or fancied threats from neighboring Free World
countries have been a major factor contributing to Cambodia's sense of
insecurity an? its consequent readinesé to accept Sino-Soviet Bloc
support, endeavor persistently and firmly to improve Cambodia's relations
with these countries, particularly Thailand and Viet Nam. Take every
appropriate occasion to impress on the governments of neighboring

countries the importance of repairing their relations with Cambodia

1127
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L2, Seek means effectively to promote a sense of re-

:>sponsibility on the part of Sihanouk and other Cambodian

.leaders for exerting sustained effort to create conditions
conducive to better relations with neighboring .countries and
for avoiding contentlous and provocative statements. When

feasible and . consistent with over-all U, S. interests, take

e

steps to prevent provocative actions by any of the countries

concerned.

L3, Encourage positive cooperation between Cambodia and

_neighboring countries such as joint participation in the de-

velopment of the Lower lMekong River Basin as a nucleus for
" regional cooperation and mutual aid.
o ¢ iy, Continue to provide modest military aid to enable

--).I ) - - : - - - . . .
the Cambodian armed forces to maintain internal security
: . ,'p‘\L Y d . 3 T » e )

N s . B T R Ca S i PRSI P st s
/against Communist subversion/* and to discourage Cambodia £

accepting substantial military aid from the Sino-Soviet Bloc.

E ¥ Treasury-SBudgec proposal.

455 Concentrate U. S. economic and technical assistance

primarily in those areas in which increased Communist in-
? fluence would entail the greatest threat to Cambodia's
: i | |
P “ neutrelity and independence,

3

: L6, In view of the relatively strong position still maintained

{r
(=]
by France in Cambodia, seek opportunities for greater mutual wr.er-—

standing and cooperation vilh the French in the furtherence of common

R Free World objectives. .r' 215
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1A0S (Revision of paras. 13-49 of NSC 5809)

47, Provide military assistance for the development and support of
Loa armed forces capable of maintaining internal security [;gainst Com-
munist subversio§7* and providing limited initial resistance to external
aggression by the Viet Minh [End Communist Chiq§7,%* Encourage Laos to
formulate and implement a broadly conceived security plan, including both
internal and external security, which encompasses the services of all
branches of the Royal Government, civil and military.

48, 1In the provision of U.S. assistance direct our programs to the
promotion of social and economic progress and unification of Laos, thus
helping maintain the confidence of the Royal Govermment in its anti-
communist, pro-Free World "neubrality".

49, Continue to promote conditions engendering confidence by Lao
leaders that-the UN Charter, SEATO, and Free World support provide a
favorable basis for Lao resistance to Communis?t pressure and inducements,
and at the same time continue to impress upon the Lao the need for a sense
of responsibility and recognition that too drastic actions may have adverse

international implications.

¥ Treasury-Budget Proposal.
¥% TPreasury and Budget propose deletion.

LoA. Encourage the Lao to observe constitutional and legal processes
as providing the soundest basis for the growth and vitality of democratic

institutions; discourage resort to forece in political affairs.
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498, Encourage end support cooperation between Leos and other

.

- #

SouubeaSU Asian counuhlbs, particularly Thailand, Viet-Nam, the

Philippines, Malaya, and Burma, including such joint effort in the

"

s 1 1 1 : i

anti-subversion, economic, communications, end military fields as 18

feasible,
o ™ = - s ! . . = " I .- 3 T
,8C. Develop greater mutual understanding and cooperavion with

-

the French in the fU¢uh0;uuCC of common Free World 0b300u1ves.

9. Strongly suaoort an expa nded UN presence anrq tocanCal
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52, Provide military assistance to Thailand for support
of forces sufficlient: ' _

a. To maintain internal security.

b. To present limited 1n¢tla1 resistance to external

aggresslon

|
’ c. To make a modest COﬁtT}butAOD to collective

defense of contizuous SEATO areas,

continue efforto to persuade Thai officials to eliminate
non-MAP supported forces which do not contribute to the

-above objectives.

53. Encourage and support close bonds between Thalland
and Laos and between Thalland and Cambcaia, including such
olitical assoclations,; economic coope ration, and JOFnt
pilitary plamning as wwll serve to draw Laos and Cambodia
closer to the Free World without weakening Thalland's posi-
tion with regard to the Free World,

. 54, Assist Free Viet Nam to develop a strong,'stable
and coasuLtutlonal government to enable Pree Viet Nam to

assert an increasgsingly attractive conbvasi to conditions in
the present Comnunist zone. _

55, Work toward the wes kcn¢ng oY the Communists in
North and South Viet Nam in order -to bring about the eventual
pcuceLuT revnification of a free and independent Viet N
under antleommunlst deadership.

‘56, Support the position of the Governme ent of Free Viet
Nam that all-Viet Nam elections may take place only after it
is satisfied that genuinely free electlions can be held
throughout both zones of Viet Nam.

57, Assist Free V
.forces, includlnv inde
services, which will b
and of providing limit
Viet Minh.

et Nam to build up indlgenous armed

endent logistical and administrati 2
capable of assuring internal security

| initial resistance to attack by the

i
o)
e
ed

|
58. Encourage Vietnamese rilitary planning for defense
enainsu extiernal aggression along lines consistent with
U, S, planning concepts based upon approved U, S, policy,
and. discreetly mantfesu in other ways U. S. interest in

TOP SSCRET
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. F ¥ o >
assisting Free Viet Nam, in accordance with the SEATO Treaty,
to defend itself against external apggression, j
VIET HAM

" pape 12, por. Sh. Add the follewing to the end of the paragraph:

¥In this regard encourage and assist public relations and

puﬂlic information programs of the government of

Viet Nam directed both internally to ths_free Vietnamese

:
i t 'y

and externally to north Viet Nam. In this effort pri-
orjty should be given to areas of greatest dissidence,
i B ' '

o < ‘ A
particularly in the extreme south."%

Paga 12 par. 57. Add the following to the end of the paragraph.
| Y Als0 enﬁourage and assist elements of the Army of

Viet Nam to establish and utilize specific anti~sub~

H ) - . I _.'
‘ /h? versive guerrilla formations and operations. In the anti-

guerrilla campaign encoucage the government of Viet Nam

to use the Vietnamese Army in a way which will help

."\ 3
L{"I;' f"'i" 2 = 3 = S L
=3k the favor of the local populace in order to obtaln
its support for their campaizns, particularly for ir-
: ' LY 2

telligence purposesﬁkﬁe

p--—"—"""'-'-'_-‘-‘-—-“

% CIA proposzl.

bt 2 -
Page EB.IIIﬁmedietely following pare. 58, 2dd the folleowing new
. : e

parag

raph

%

“ﬂ?“' Encourage and support an improvement in relations
A7 :

betneen Viet Mem and Cambodia,®

1332
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VI.  SUPPLEMENTARY STATEMENT OF POLICY

) on

gl THE SPECIAL SITUhWIO“ IN NORTH VIET NAI

.EI 73. Treat the Viet Minh as not constituting a legitimate

¢ “government, and discourage other non-Communist states from

i developing or maintaining relations with the Viet Minh regime.

3 i

f TH. Prevent the Viet Minh from expanding their political
influence and territorlal control in PFree Vlet Nam and
“Southeast .Asia. _

75. DIeter the Viet Minh from a tacling or subverting
Free Viet Nam or Laos.
'76. Probe weaknesses of the Viet Hinh and exploit them
internally and internationally whenever possible,
T xploit nationalist sentiment within North Viet
Nan® as a means of weakening and disrupting Sino-Soviet
,domination.

78. Assist the Government of Viet Nam to undertake
programs of political, economic and psychological warfare
against Viet Minh Communists,

79, Apply, as necessary to achieve U. S. objectives,
resterictions on U. S. exports and shipping and on foreign
assebs similar to those already in effect for Communis®
China and North Korea. ; = ;

——
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NSC 5809 |
- (Revised 11/10/59)
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OPERATIONS COOR DINA J..T\TG GOARD
Washington 25, D. C. .
S : -,i  May28, 1958
REPORT ON SOUTHEAST ASIA (NSC 5612/1) e (/

(Approved by the President September 6, 1956) -~ -~

; (Pc 10:1 CQ\'CI‘Qd' Fiom November 6, 1957 through May 28, 19 58)

NSC 5612/1 was revised on Apx g | M
and issued as NSC 5809. | v

Lt

" 1. REGIONAL U o s _ | ey

- A: SUMMARY EVALUATION . T e w

¢ 1. . General. Burma and Cambodia showed a moxe friendly atti-

'Lu de towa

ard the United States and the Free World, and Cambodian leaders

* made gome attempt to control communist subversion. Thailand's new

regime re-invigorated the pro~SEATO, anti~communist policies of its
predeccsuors, and Viet=Nam maintainsd close relationship with tl:e
United umtc i : ! : : .

.

" On f:hc oLher hand, a& the n-:u:e for. regaining control of the

two p‘r‘omncos previously dominated b} the Pathet Lao, the Lao Govern- ]

ment accepted two Pathet Lao leaders in the National Ca'bmc;, and assi- |
__milated some Pathet Lao troops into the Royal Lao Army. The conservative
governing coalition in newly-independent. Malaya suffered some political
. scibacks,

The communist~supported lefiist party did very well in Singa- /

pore municipal elections in coantrast to the poor sbowlnﬂ of moderate and

consgrva

=it

tive poJﬁ‘tcal parties. - :

The ‘shoxt-run econormic OLUoox in Soutned.n A..:J.EL is somewhat / ;

" clouded by declining foreign exchange reserves and prospects for lowex

export earnings resulting from poorer rice crops and lower prices for

ctheyr exyp

ort commodifies, In the long-run better prospects exist, as~

- puming favorable political developments, because of: (a) the wealth of

. human, agricultural and naw materials resources of the avea and (b)
the developing power, cornmunications, irviga ation and other basic facili-

. ties suwportcd by external financial assistance,

Ievel in 1

s
seelkan ezpans sion of economiic act

2. SEATO Satisfacton 1y pregress continued at the operational \ .

h' wever, the Asi ian members still

nﬂn:'.x.y “and civil a p Lo
ithes, Atomic~capable weapons were

Flafpolts ok F im0 Y SReRET -
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- Council mpeeting to date was held in Manila in-March. Among other things,
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o = - - i .

successfully introduced without adverse psychological reaction in the re~ t‘(
cent '""Phiblink" exexr cise, and a number of military exercises have been
scheduled and approvcd for the coming year. Standardization of equipment
is being accomplished between mllztar}r forces of member nations which

- : will lead to a reduction of the technical obstacles to fuller cooperation
3 “in mutual dcfcnse. There were significant administrative improvements;

p0111.1c:a1 consultation 111 meetings of the Council Representatives improved

o :m qualluy and comcnt, and a successful counter-subversion serninar was held
, m Bagum, and a cultural round table, attended by some non-member govern~'.

mcnts, was held in Bangkok, - In addition, the United States has committed’
$2 million for skilled labox training and 2 agreed in principle to assist
Thalhnd in the SI"A'I‘O con.,c,xt to develop umvcrsﬂy engineering facilities

What is gelierally considered to have been the most successful

the Council at that time authorized the Sccretary General to enter into
Jimited contact with other regional defense organizations and agreed to a
proposal that contact with non-member states be commucd and expanded in

- the coming year.

3. Mekong River Development The four~-power Coordinating Com-

mittee established by Thailand, Laos, Cambodia and Viet-Nam to plan

the development of the Mekong River basin agrecd to set up a system foxr
the cooperative collection of basic data on the river basin, - In line with

our regional objectives the U, S, offered at the time of the recent I"CA]".I:,
meeting at Kuala Lumpur to contribute a total of $2 million to esta ablishm ent
of this system, The offer, which was accepted by the four riparian coun-
trics, produced a favorable impact in the ECAFE area. The U, S, con~
_tribution;= tSgether with funds of"c"ed 'hv the'UN and other friendly govern-
‘ments, is sufficient to finance the costs for approximately the first year of
the devcliopment plan-«352, 5 nn_ll:to::--~1‘ocommc.-nded by the Wheeler suxvey

Miseion,

.

4, No review of policy is recommended, { v

B, MAJOR .OPERATIN» i ROBLLM“ FACING THE UNITED S TATES

"y

" . B, Ob ;ac.lr-s to Regional Coo;:crauo*q - At present more factors »

obstruct the development of regional coopcrntwn in Asia than facilitate it.
The most important ones are nationalistic preoccupation with domestic.

o SECRET
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affairs, pohf;:tc 1 antagonisms and suspicions, and the genexral lack of /

ah comnTcmen*ary cconom CS,

Whlle 1'0111' rlparlan statcs a

are now agreed on the collection |
"'of b'x.q.u, dc.ta rcgardmr the Lower Melkong River Basin, difficulties will

P obab]y arise if the time comes to determine means of developing and

L.

tractoy.

“mental plan of the confractor in an attempt to cxzpedite the project.

6.

o tion; as well as the limited num
..xesistance of many Southeast Asia
‘encourage or assist overscas Chinese and other minority groups, also

retards economic and business development.

LY

' ‘_unhzmg power, 1r1‘1gahon, and navigation facilities,

The Regional Telecommuhications Project has fallen far
behind schedule chiefly because nf problems with the engincering con~
A top-level advisor has completed an evaluation of the funda~

Slow Economic Develspment.

communications, and transporta-
of trained, skilled personnel, The

countries to measures which might

The fall of prices for the

basic export commodities of the area, with I'Culllf'c&]lt govcz.nmcn{: reveaue

"'losscs, m’xy slow economic deve}omnent.

It huﬂ been difficult fo find appropriate means of encouraging

of Southeast Asia.

Te

'Public Attitudes,

i Eree World indusirial countries to contribute to the economic development.

In the case of Japan, at prcsent Asia's. onl;\,r impoxtant
industrial couniry, it is difficulf to determine the extent to which the U S,
should encourage Japancse econoinic dcvolopmenf activity in Southe aetis
Asia, While Japancse px roposals of June 1957 for Asian régional financial
jnstitutions, to be funded largely by the U.S. and joined by other non-
;cer-'j_ona.l participants, were not found practicable by the U.S., the U.S.
continues to recognize the desirability of close economic ties between
Japan and uO".J.i"'qu.S Asia, and bhas offered to cooperate with Japan and

interested Sout theast Asia countries on a ca°0wby-~ca basis,

Efforts to encourage favorable public é

attitudes in the area toward collective security pacts and toward the U,

" “and the Free World in general continue to face important obstacles,

jncluding: (1) demonstrated growth of Sino~-Soviet scientific, military, -
" and economic power; (2) Asian fear of involvement in nuclear warfare;

(3) the appeal of communist coexistence propaganda; (4) increasing public.
fnterest in domestic, economic, financial and social problems; (5) doubt
fhat participating in collective defense measures cffers more benefits and
and (6) national sensitivity which

Jess disa

vantages than noulrality; a

1336
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Ecoromic development in the' ¥
arca is slow because of a shortage of both public and private capital, and
Jimit=d basic facilities such as power,
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" continues in most Southeast Aeia countries regarding the presence of "
large numbers of UsS.,; British and French citizens, :

8. SEATO. SEATO has a continuing problem in pbpulari:»;ing__ﬂml/

organization within Asian moember countries as well as in the general

{reaty area. It is essential that this problem be solved if the leaders of _

. Asian mernber countries are to succeed in countering domestic criticism .
' of SEATO mempership; and if SEATO is to attract new raembers (notably
Malaya). Fromthe position taken by representaiives of the Asian members
in various SEATO forums, it is clear that they consider membership in
SEATO should enable them to obtain preferential freatment in the alloca«-

fion of economic assistance, - e \\ ' ;

' 9. Sino-Soviet Bloc Economic and Psychological Inroads. A come ,~
bination of fairiy widespread acceptance of comrmunist coexisience propa-
ganda; a desire to profit from communist "largess' and coaviction that
communist infiliration is controllable, facilitates communist efforts to
‘promote acceptance of their economic aid prégrams. In addition,
although bloc aid has ‘boomeranged psychologically in certain instances,

" notably in Burma and less so in Cambodia, the resistance fo bloc aid.is
reduced by its reputation for "speed", "easy terms" and the apparvent _ 'y
absence of Ystrings", In some instances, U,S. assistance, because of
prematuye commitments ox assurances of aid on the one hand and subsc-
quent delays, apparent inflexibility and conspicuous checks and control
procedures on the other; suffers by comparison in these respects, The
high political imy .ct of communist aid projects emphasizes the import-
ance of continuing cfforts to maximize the eflectiveness of U.S, aid

programs. ; e, G S : : -

« While Burma and Cambodia continue to be the chief bene~ l/
ficiaries of bloc aid, a general offer of acsisiance to the underdeveloped
Asian countries was made by the Soviet delegate at recent ECAFE meei-

_ ing.s in Bangkok and Kuala Lumpur. Also, in addition to cxredits of up fo
five years for the purchase of machinery and equipment, the USSR ~izovnze
announced it would .consider longwterm agreements for the purchase of
basic exporis. The USSR has offered a trade agreemnent to Thailand.

~ Burma has indicated its intention fo use Soviet assistance in
the priority construction of.a technological institute, a hotel and a _
hospitil, The number of Soviet technicians in Burma is soon expected {0
increase greatly,” Communist Chinals assistance to Burma was extended
in the form of an agreement with Burma for a $4.2 million loan, Burma
continues o be receptive to bloc assistance but is ¥evising its barter \\/
- agreemente with bloc countries fo trade on a permissive and cash basis,
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So far Cambodia hae received approximately one~quarier of &
programmed $22,4 million grant from Communist China and seems satisw
fied with the program, which has received favorable publicity. New
buildings for the Cambodian National Parliament will be included in this
program. The Chinese Communists have also offered one million riels
($28, 571, ot official rate of 35 to 1) to conbiruct a modern building fox a
20 kilowatt radio transmiiier donated by the Chinese.

Thailand has not yet accepted a Soviet offer of a "cobalt
bomb" for hospital use,
2t s 10, E\conomic Aid Program Delays, Much political and psychologi~
" cal credit as well as operational economy and cfficiency continue to be lost
- _ because of premufure commitments and assurances of aid on the one hand
. and the inordinateMime réquired for formulation and implementation of .
-our economic and téchnical assistance programs on the other. Recipient ]L/
countries continue to complain of delays, This raises serious problems
~with respectnot only to the assistanc¢e programs, but to U.S. relations
in the area. In addition, particularly in uncommitied countries, it ’
- ‘also matevially reduced the attractivencss of U, S. aid as cc)mparcd \»&J: !/‘/
e comnmnwi bloc aid. i :

- G'ommitments for physical construction are frequently made
.'bt,fo e rcconngl.u nce, engineering and cost estimates are available,

.In view of the impact of premature commitments and assur-
- ances of aid, and aid program delays on U.S. relations in the area and
~on the ability of the U,S. fo meet the cconomic challenge of the communist
.bloc, increased emphasis will be given to a concentrated, coordinated
attack to eliminate these difficuliies. State and ICA are giving urgent
consideration to these problems with a view to reconciling the limitations
[imposed on our aid programs by statute, by Congressional relations
factors and by .ormal '*-dminic;*rative‘ requirements on the one hand, with
the need for obtaining an optimum mixture of economic, poli ucal and
i P&ycholomcal benefits on the other, ' L '

gl (N Bfforts to ch sen Demands Upon U, S, Rc**ourco and Upon
Iceal Economies (\TSC Action No, 159‘)--0). Under this requirement the

. Department of State in consultation with the Department of Defense was o
e c}'ploro the possibility of arranging conferences with the nations in the
: SEATO area to achieve agreements as to future U.S. aid prograrzs which
By 7 will ‘bc'moré moderate in theiw demands upon U. S, resources and the
local ecconomics, Undew present circumstances, thias objective has not
been accorapliched, . \ s | e
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- 11, BURMA e e ' ;

A. SUMMARY EVALUATION

12, There has been a significant, if modest improvement in the
position of the U,S. in Burma and in the attitudes and actions of the
Burmese Govermment as they bear on U,S, objectives, However, the
Soviet Union and Communist China havh been =ble to continue theiw
economic activities in Burma, even though, domestically, both com-~
munism and Marxist ideolog}f bave received a sharp setback, On

- Janvary 29 Prime Minister Nu, with unanimous approval of the Anti-

" Fascist Peoples Freedom league (AFPFL) Executive Comimittee,

announced the Government Partyls complctc disavowal of Marxism ag its
gmdmg poli LlCc_L]. ph1losop11y. .

B. MAJOR O RATING PROB LT‘M" FACING THE UNITED STAT}“S

13 Gcr-cral We necesasarvily attc:mpi: to accommodate our as=

-sistance programs fo the political sensitivities and the technical deficicn:--

cies of the Burmese Government. However, difficulties in coping With

~ Burmese attitudes, which ofien fail to take account of MSP legislation
_and ICA procedures, result in protracted and continual delays. While
.these disagreements thus faxr have been reconciled amicably, the conses

quent delays inevitably tend to vitiate the favorable resulis we hope to
derive from assistance programs. ; - 2
: : . As a result there may be unfortunate contrast between our
seeming rigidity and the apparent flexibility of the comnmm.,t bloc in
its ccozwmlc and technical aid p:v'ocrrams. ‘

14 14. PL 480 Sales, The signihg of 2 new PL, 460 Sales Agreement-
with Burma has been delayed by Burmese Government requests fon
special treatment which though not inconsistent with the law requi ad
repeated exceptions to establighed policies, - The fact that the Burmese
Governracnt is aware that substantial concessions have been made in the
PL 480 agreements with other couniries, particularly Poland, har coms -
plicated these negotiations, Final agreement appears to be at hard,:

15, Developraent Assistance. An approach by the Burmese for a
new Development Assistance Loan in the amount of $75 million is antici=
pated. Difficulties in developing projects on an accepiable basis under
the present $25 million Joan portend inevitable difficulties in the use of the

. DLY for financing future Burmese projects,
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16. Military Assistance Program. A delay which must appear to A
. the Burmese as inordinate has taken place in the Washington formulation
of a specific offer. with regard t¢ the magnitude and terms of the military
" assistance which we are committed in principle to make available to the
Burmese. lLegal difficulties encountered here have now been rc**olvcd
and Embassy Rangoon has bcen .,upj_ plicd W:L'Lh negot tiating instructions.,

s - 17. ‘Police. Assistance Program. Although negotiations on the $10 /
million police prograﬁd loan are still going on, the program has begun,
vt A way wasg found for initiating the program promptly by providing ternporw

0" : ary draw-down against the existing lmu of credit for the period required
; o negotiate and conclude an effective agrcemcm., The Burmese appear
saalc,fucd that the U, S. is demons Lre.tmg timmely interest, A survey of
requirements has been completad and procurcment of equipmeiit is undex

<. WY

it n ‘.. 18 U. Kyaw Nyecin Visit, -Plans ape bcmg drawn up for a visit
vl to the United States by Deputy P.L irne Minister U, Kya.w Nyein in the late
) :summcr or fall of 1958, Our inability to provide official '"red carpct“
K tr_catmen.. to U. Kyaw Nyem, who has been lavishly entertained in the -
" USSR ‘and Coramunisi China, is being at least partially ovarcome by sunn
) pleraental assisi;_ance from the Asia Foundation. 2

" IIf. CAMBODIA

'A. SUMMARY EVALUATION

. 19, As a resull of sustained efforts of the coriymunist bloc to con-
- sgolidate adventages it geined in Cambodia in 1956, the intérnal security
.'-si’w'»tion has clearly defexiorated. However, there has been evidence rc-
cently that Prince Sihanouk and other Cambodian leadexs are increasingly
aware of the po..cm:.q_tl dangers of communist activities, and some steps
have been taken to control subversion. In the short run, the sitvation in
. Cambodia is not alarming, since the population 2s a whole remains
stronr—ly Buddhist, loyal to the monaxchy and united under the leadership
- of Prince Sihanouk,. and it has not yet been heavily subjected to communist
“influence. In the long run, there is greater danges that the extension of
communist influence may overcome such countermeasures as the Cam- [
- bodmr;.,,rmy be pr epa wred and able to take. ' . 1)

T

Thexe has been 2 reduction in pro~communist sentiment with-
in the Chinece community in Cambodia; IargeTy because of the Carabodian
- Government!s action in the internal sccurity field,

iy SECRET



i

Declassified per Executive Order 13526, Section 3.3
NND Project Number: NND 63316. By: NWD Date: 2011

RE I s AT T e "+ SECRET

B. ‘MAJOR OPERATING PROBLEMS FACING THE UNITED STATES

20, Cambodian Neuvirality, -

I

P Ca,mho:hc_'s neutrality inhibits it from taking a strong

stand in fa.vor of the Free World, and together with the long-standing
. .-animosity between Cambodia and its neighbors, prcvents close associa~
tJ.on wnh inem in 1*eglonal orgmlzatioﬁa. :

e R ) Cambodian ncutraliw also limits the oppoxtunities foxr the '}

-

: -'Umtr‘d States fo work closely with the Cambodian Government. It is S
dliflcvlt fo take measures to encourage Cambodia to meet the dangexrs

of internal, communist subversion without at the same time secieing to

.'Icontravcne Cambodian neutzality, We should encourage the Cambodians
_to orient iheu policy in a direction more favorable to the West but any

evideciice of undue pressure on our part t6 cha ange the basic policy of

" neutrality could easily cause Cambodia to abando.u 11‘,5 Jnew firmex posture
toward communism, :

21, Internal Securuy In spite of mcroa.,mg awareness of the \

- magnitude of the communist effort in Cambodia, Cambodian leaders have

taken far too few sieps to counteract such influence, Implementation of
the police training program has progressed satisfactorily, but unification

of all Cambodian police sexvicee has yet to take place and implementation

of an agreed action program is hampered by administrative ineffectivencss,
2Z. Developments Relating to Operating Problems. It is possible
that the Cambodian develepinents of the past few weeks, which indicate a

new awarencss of the communist threat and a determination to oppose it,

may require that consideration be given fo revision of certain paragraj’is
in NSC 5809 relating to Cambodia, -In pariicular, paragraph 39, implying
a continuing drift foward pro-communist neutrality, and pavagraph 41,

~implying that Cambodia might cease to demonsirate a will {o resist inter«

nal communist subversion, may need to be replaced by paragraphs calling
for U.S. action to promote increased awareness of the danger of subvesr~ -
sion and to provide means fo combat that dangex, as well as U.S. econom=

ic aid in which continued stress should be put upon specific techaical

aseistonce,

25, . Government Administration Weaknesses, One of Cambodials
most urgent needs is for effective civil adminisiration. The ICA prograra
is attempting to strengthen the most important public services: cducaﬁon,
agriculture; health and tcansPor"aﬁc)n. In 1957 the government requested
U.S. advisoxy assistance to improve its budget opexations, tax adminise
tration, and custorns collections, One advisor has been recruited; two
advisors vemain to be recruited, '
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! Al SUMMARY EVALUATION - R el :

24, ' Tho forma#ion in Novembex, 1957, of a coalition cabinet
* with Communist Pathe? Lao participation, additional communist gains of '
_places in army and civil service, and permission for the Pathot Lno to
operate as a legal pohtmal party throughout the country were generally
- considered a setback for U.S. objectives, On the positive side the Roya'l
- Lao Government has gained substantizal control of Sam Neua and Phong
Saly and the Royal Lao Army now occupies the frontier posts bordering
on China and north Viet-Nam. U.S. policy was reevaluated, following the _
. Lao Government-Pathet Lao settlement, taking into account the Prime ' e
Minister!s declaration in January that the Lao Government was determined
to tolzrate no subversion and his requeet for U.S, assistance, particulaie - .
ly for the purpose of winning the crucial May elections. It was decided io
" edntinue U.S. aid as before, but with the clear understanding that pl‘O-
vision of such aid depended upon future Lao performance, Oux effort
“has tHerefore shified from the negative one of aitempting to prevent digs=. -
astrous concessions to the Pathet Lao to the positive one of helping the
" Lao Government carry out the settlement ale eady reached, with a mihi-
mum of damage to the Free World position, In this connection, the U.S,
carried out an impact program of material and administrative assistance,
Solution of the exchange rate problem through monetary reform has L oo
deferred until afier the recent supplementary elections, new cash trans-
fers of aid dollars meanwhile being placed in an uccountﬁ.\blocl-:ed by action
of the Lao Government until agreement on monctary reform is reached
Wwith the U,S. Government, . . :

.

T

B, MAJOR OPERATING PROBLEMS FACING THE UNITED STATES
; 25, Pathet Lao. Inasmuch as the Pathet Lao have apparently
o P ‘chosen to concentratc on political means {o achieve their ends, the *ite«
i . gration and demobilization of Pathet Lao forces have taken place relative-
ly smooihly and the Lao National Ar my has moved into the two former
! " Pathet Lao provinces, The Pathat Lao made an all-out effoxrt in the May 4
: ¢ nationwide election camnpaign for 21 National Assembly seats, utiliz.ng
well-organized grags-zoots cells and demobilized PathetLao soldiers
‘ as propaganda agenise Firm final wesults have not yet been announced but
A o - Gk may safely be assum»d that the comrmunists (Neo Lao Hak Xat) have won
‘ .:9 seats and the Neuiz ra¥ists (Santiphab) have won 4 out of 21 seats at issue
* in the elections,  Since thewve ave 8 lefiists in the Na wtional Assembly al~’
- rea dy, a lefiist coalition could possibly contwol about onewthird of the S
seats in the new enlarged Assemnbly (as many as 21 out of 59 seats), Al«

2.

though Lao officials clzim thet the sm'cqw showing of cornrunist caididates

.
>
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does not indicate a choice of comumunism by the Lao electorate but simply
a protest voie against war and coxruption and in favor of peace, neuiralily

and new faces, it is clear that the Neo Lao Hak Xat has ernerged as a

welleorganized and disciplined legal pelitical party whose aim is to estab-
lish communist confrol of Laos, probably by parliamentary means,

The conservative leaders have been badly shaken by the com-
‘munists show.of strength which resulied largcly from conservative failurée
to agree on a minimum consolidated list of candidates. Available figures
indicate that concervative candidates received a clear majoxity of the

‘popular vote buf that conservatives got only a minority of the scats at
‘stake., It is possible for the conservatives; if given a little organization

and discipline, and re é.sonably effective leadership, to form an all-
conservative government, They have a majority of the enlarged Assem=
* bly and they possess the psychological advantage of having received 2
popular majority in the elections, We are now cons 1der1ng various po=‘-- _

_slbll_lues relat:.ng foa re-« ppralsal of our effort in Laos

.f
rl

s 2.6 I\/Iom.z‘ca:t"gr Rc forms. Negohauons to achieve a single re ahshc
ratc 04. exchange, without: irade and exchange restrictions were pursued .
Cfirstin Vlentlane and later in Washingion during and after the Lao Prime
" Minister's visit, Because the U.S. could not guarantee that immediate
- devaluation would net jeopardize conservative chances in the elections,

Uas unanimously contended by Lao leaders, the U,S. agreced that monectary

reform should not take place until some time after the recent supplemen-
tary clections. The U.S. insisted, however, that new releases of aid '
dollars be placed in a scgregated escrow account pending devaluation and
assurances that the ultimate kip value would eventially be deposited into
the counterpart fund. The U.S. declined to effect further dollar transfex
(project aid was not suspended) owing to the Lao Government's reluctance
to accept lenient escrow arrangements offered., Scandalous import
licensing was stopped when negotiations led to acceptance by the lLao
Government of new procedures proposed by the U.S. Thexe have been

no abuses since. The Lao Government proposed that U,S, aid dollars

“henceforth be pleced in a segregated account in the Lao National Ban’-.c

and not be used until ﬁgrcemenf' is reached between the U.S, and Lao
on such matters, The U,S. agreed that this device would be af‘cepub'le 5

until negotiations are reopened in June in the hope that this would accoms=

plish U.S. objectives and also permit the Lao to save face.
21 L'm National Army Traini ing. Because the French Military
Mission is so reduced in strength and guality that it is unable to fulfill’ -
its responsibilities; the Lao National Army is not recciving proper frains
ing, ro::r'u1 ting m dc.,e:v aretion of its Cd]}é‘fblllwc and increzsing lack m
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discipline, Furthermore, French assessment of the nature and magni-
tude of the communist threat posed against U.S. cbjectives through the
. " Neo'lLao Hak Xat.(ex-Pathet Ldo) make it questionable whether ox not -
French military advice and training of the Lao National Army will serve \
"our best interests. We are now studying the practicability of a new ap-
proach to the French Government to bring French policy in Laos into
agrecment with our own and British views on the nature of the commmunist
: threat and to indute a. more cooperative attitude on the part of the French
. . repre esentatives in Vientiane, At the sameé time a U.S. MAAG cannot
be establiched because of the present desire of the U.S. to respect the
Geneva Agreement prohibition against the introduction of foreign military
i pcrsonnel This means that U.S. financial and matcrial assistance to the
Lao Axmy is not used {0 maximum advantage for Laos and the U,S., As
. an interim solu.non, consideration is being given to furnishing Filipino
[ -7 - civilian trainers to the Lao Army with PEO (Civilian MAAG) assistance,
| o Representations to the French concerning their training responsibilities
- L. . appear to be an urgent necessity, : : :

. " . V. FEDERATION OF MALAYA - -

e suz\ﬂ\mm EVALUATION

. 28, Thﬂ govu*nmmzt has shown tonfinued detexr mination to fight

commumut {errorism and subversion, and has succceded in maintaining”

S astr ong, stable administration and a considerable degree of imter-racial

=y . i.. harmoay. However, rccent local election returns indicate some weaken-

5. - ing of suppoxt for this basically pro~Western government as mldm lying

< _yacial tensions manifest themselves in a drift toward socialist and ulira-

- < nationalist opposition parties, This deterioration of the government's
.PC”’ tical sivength, particularly among Chinese and Indian voters support-’
ing neuty alis”woriented parties favoring recognition of Comununist China

il "and the Malay Communist Party, could neutralize the progress made in ol

) . achzcmng U.S. objectives in Malaya. o e

"B. .  MAJOR OPERATING PROBLEMS FACING THE UNITED STATES

29. Réqucsts-for conomic Assistance, As of April 30 a total of
: '$19_‘miniOn in applications had beea received by the DLF from the Federa-
.. ..%ion Government. Of the two projects submiited, one is undexr serious
“consideration, the deep-water port facilities project for $10.9 million;
‘the other, a teaching hosnu al, has been rejected,” :

%
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I sﬁppozjt are likely to result in proposals for new aid I;rojects. The IBRD
" team and ICA advisors are 'assisting the Thai in plalmmrr the best utiliza-~
tion of thezr owWn regources, N : ' :

L e VIII vn:'r NAM

S T ek cUMMARY BVA_LUATION

' 40, In general we are 'achieviﬁg U. &. objectives in Viet-Nam
Relations, bmwcen Viet-Nam and the Government of the Republic of Ch:na
% - are :u‘nprov:mcr since tlle Chinese rommumty in' Viet-Nam has accommodated
. itself to thn'unesc leglslatmn concerning cﬂu;ensmp and certain key

ccupmtmns .

B MA JOR ODJJRATING PROBL MS FACING THE UNITED STATES

i 241, Viet-Nam's Continued Dependence on Foreign Aid. In spite
. of some evidence of greatexr economic stability, Viet-Nam continues to
depend on foreign aid, the largest part of which goes to support the mili-
tary estabhshmcnt. U. &. aid still accounts for approximately 85 pex vcent
of imports and two-thirds of the budgetary revenues. Some irnprovement
.. -in the investment climate occurred with the c}cch.-,.ng,e of notes between
the United ¢ States and 'Vlet Nam effecting an Investment Guaranty Agrce=~
, -ment and with acccptancc of the U. &, view that that poxrtion of International
' Development Coxrporation cc.plt'ﬂ financed by the U, £, would be available
. to aid private enterprise only‘ However, econdmic nationalism and ex-
cessive government intervention contmuc to discourage private foreign
~and domestic investment. Moreover, it is likely the Government of Viet-
Nara will continue to insist that certain larger industrial projccts. be :
govcmment—&:outr_o].led. at least in their early years of operations.

el © ', 42, Political and Security Problems of the Diem Governrent

- President Ngo Dinh Diem's policy of strict control in the political and

. economic fields has caused a certain amount of internal dissatisfaction,

% - Should the President's exercise of personal authority develop too far t! ~re
-+ may be danger that the resultant frustration of government officials mught

©* - \weaken thc united support for his regirhe which the situvation requires.

" Likewige, the President's stern police measures and his emphasis on

internal security have led to some criticism of the govei'nmt:"it. This em-~

phasis on internal security stems from the recent emeigence of the country,

: . the continuztion of communist-inspired violence and subversion, and such
_ incidents as the assassination of local officials in rural areas of southern
: Vlc»—N m, ¢ i
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" FINANCIAL AMNEX 10 REPORT ON SOUTHEAST ASIA
(In millions of dollars over $5 million., Up to
$5 million ghown in nearest tenth million.)

Sty : . VIETNAM
EXPENDITURES AND DELIVERT ES - CERTAIN® u S. ACTIVITIES .
! i R ' - ALY NN PR T
: ' Ac bi\'rity il T : FY post, Rst. |(Est. as
' : 1657 | 12059"| Total |of4/56..

}nl‘itarv AbS]qtd'ﬂC ;"ea.footnétc:S"'al/ and

b/‘ i RN et 22 50 i
. S e _
Econonic Assist:ance. s | e | 249.8 105,81 199.3 | 191.0
Tochnical Assis t ance . o ‘ 18400 2.2 3.9
g In{‘mgn_-gtioh Services _ ; o 2.1 1.2 S 1.5 115
Educational Exchange e RS
i R o  potay | 365-48[130.1 | 252,32 235, 56

: ’2‘“‘:\!: thl ouc-h 3131158,
"MAP Sales of ILLll-.ary Equipment & Scrw.ces

MAP Offs horc Procurement Payments (Dei‘onso ew:pcn— P = L1
4itures entering into int'l balance of paymentis.) )
Other U.S. Govt, Payments (affecting int'l bal.
of payments - mil, & civ. pay, con: Lruction, pro-
curement of U.S. mil, supplies & equipment, )

“‘L_omqs g p
; ".', P i Dm‘ancr Pu .md R, i ] As Of: 5
TSI L nihurdononts | Ropaymonts || o Yo || dishurecd | Outeienin
o SR R 0 ':.'.. ' "
| e sk [ :
: —

PUBLIC TAW 480 AGREEMENTS

Est.% Dels. © Major ' Use of Local Currency

D:ate Title fhoune R e Commodities - or Other-Copment

-

: - : e
'A11 Notes and Comments relating to the above fi .ureﬂ are showm on a separate pus -
' § i ' ; ,L.‘. i ' toe - SECRET :




Wiy PRI Las

Declassified per Executive Order 13526, Section 3.3
NND Project Number: NND 63316. By: NWD Date: 2011

SECRET‘
VIETNAM
PIPELINE ANALYSIS, MUTUAL SECURITY PROGRAM L ates
. L (In Millions of Dollars) > 2t
. Pl't?'gl‘al}_‘:ﬁ“ __Deliveries Carryover
Military Assistance _-%-f b/ _ . _
Prior to FY 1957 289 i © 174 115
 FY 1957 S s i TG 312 ., T
BY 1958/ (sbts) -~ . . B9 = o 50 85
¥FY 1959 (est.) _ ' R _ 43 i 79
Economic As .si'Bi‘al}.c-e. Chbligations ' Tk pcndltules Carfzover
 Prior to FY 1957 - ' 522.1 3212 200, 9
FY 1957 S 253.9 249.5 20503
FY 1958 (est.) 175,0 1905 -181.C
EY 1959 (ests) - 190.0 T 1910, 180, 0
Technical Ccoperation ‘
Priox to FY 1957 3.5, 0.7 2.8
B 95Y ~ , - 4,4 1.8 5.4
I FY 195'-3 (C ) _.\_:'.. L 23 .“""_-.' 5, 412 203 ?o 3‘
‘FY 19)9 (C...;t ) oS ' .+ 4.5 5.9 (e

G '.'a./ Includn,a vf_-.'.luc of all grant military assistance, whether on a country,
reg_,mnal or worldwide basis, with the exception of the value of excess
stocks. (Inthe MAP prograrnming process, countly programs include
- materiel and equipmient, training and dollar costs  consurnablés and
" construction. Regional or worldwide programs mclu.dc, items such as
‘packing, crating, handling and transportation; spare ‘parts; cost of re=
habilitating excess stocks; and advanced weapons, as appropriate)
b/ Excludes 33! million programmed from stocks excess to U, S. Service
" ~or other MAP requirements for FY 1950-59, of which §9 million was
delivered prior to Y 1957 and .‘,3'2.“;111110:* i csumfucﬂ to bc delivered
during FY 1957-59. '
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'OPER_& TONS COORDINATING BOARD ;
Viaghington 25, Dy C,. ¢
 January 7, 1959
“° °  REPORT ON SOUTHEAST ASIA (NSC 5809)
(Appr(. ved by the Precident; Apxil 2, 1958)
(Period Covered:s From May 28, 1958 through ..F;um avy 7, 1959)
: _ o

~
" & .

-

- Pt

REG IONAL

A, SUMMARY EVALUATION

1. General

: : . Progrewﬁ was 11"1‘0“11},'13: in assisting the countrics in
.,ouuhcaat Asia to cmcvclop toward stable, frece representative governments .
with the will and ability to resist communism. The danger that any of them

may pass into the communist orbit varic from couatyry to country,

Thailangd, Vict-Nam and the Federation of Mal aya maintained an antie
communist position. A drift toward political confusion in Burma was .

inferrupted by General Ne ¥in's accession to the premicrship and his

-immediate stand against communism. The Lao Governm:i-at withstood

neutralist-and com‘numst efforts to overthrow it, eliminaicd communists
from cabinct pos:u.mn.a and took initial steps toward countexring commmunist
political and subversive progress in the cownt:r“," ide. Jts prospects of
successfully warding off comimunist subversion and "cl\mv.’ng stability have

dmproved considerably since the low 1;::1:11: reached in the May elections;

. the organization, The Military Planning Office in Bangkaok developad a
comprchensive plan for combined SEATO military exercises in FY 1959,

but ge‘nuine‘ non-communist vnity has not yet been a achioved, -Cambodia,
while maintaining its ncutral position, made a swing to the lefi in recogs
nizing Comimunist China and then Prince Sihanouk tried to balance this
move {0 some extent with @ visit to the United States, In S..nge.pc,i.e_ thi
moderate governing Labor Front failed tp improve its position. In the |
future it may be seriously threatened by the extreme leftist People! 3 A tio
Party which has shown increased evidence of pop! 11: 1% 6UPPorts

b, Slight progress was made in a gecond objective of per
dmw phe countries ihae, their best intercsts lie in greater. cooperatic.

'?nd stronger 2 .Lf.uhatn,ou“ with the rest of the.free world, Under SEATO

-sati .,fag,-.ory progress continued on both the military and civilian sides.of

Informm nolitical consuliation improved and was Ch"ll’f‘.Cﬂ-EI‘.“l'z‘K‘:d by the

i x Y
active participation of all ©f the members, Pavticulazly potoqu;ny was
the Lmprovemens in {hc matexial p’*f;.r,,‘w‘pd by {,;;e Phl\‘l 2 Relations O,.Sc
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- The Asian members continucd to scek an expansion in economic activitics
under. SEATO, and the U, S. accordingly com;mis.cd $2. 3 rillion for .

. _.slullccl laboxr training and 5425, 000 to assist Thailand in establishing 2

P

SI"AJ.O Graduate School of T‘nﬂmcc"mgo A most successful Council meeting
.was held in Manila in March which authorized the Seczetary Generxal to
-enter into limited contact with other regional defense organi:ations a and
agrocd to a proposal that contact with none<member states ke continued

and expa anded,

Some pirogress was made in developing regional projects.
‘Agreements were signed in June with Thailand, Viet-Nam and Laos to
provide $27 million of U, S. funds toward the cost of a regional tele-
comrunications system., Funds were also tentatively earmarked for the
possible inclusion of Cambodia. A mild expression of interest by Burma
for participation in the project has been explored, and Burmmese participa=

~tion seems unlikely in the near future, ICA has appointed the prime engie
nécring contractor for the project. A second regional project relating to |
. Englizh language teaching has fallen belnnd schedule because of problems in

b

obta;mng the participating countries' understanding of the project and in

. Grawing up the nccescary documentatz on, : &
" There have been two main themes in Southeast Asian
cattitudes toward the Taiwan Strait ¢risis, The initial note of fear that the
‘whole area might be involved in war was replaced, to a large extent, by
atisfaction that ithe U, S. did not back down on this issue, :

Co Pro#rcds in preventing Southeast Asian countries from |
becomuw economically dependent upon the comnunist blec varies from -
country to country, Seemingly generous trade and aid offers frorn cormnmunist
bloc countrics have proved tempting to some Southeast Asjan nations,

Burma and Cambodia have been most volnerable., In Singapore and the
Federation of Malaya the Chinese Comnunists, for instance, -operate through
 banking and trading interests., The Federation is taking steps to rcduccl
the influence of the Communist Bank of China. Ian Thailand, the volum: of
imports from Communist China, which is small but inereasing, has impor-
tant propaganda value to the communists, ILaos has so far resisted Chinese
Communist trade and aid offers. Even assuming favoxrable political de—elope
. ments, many uncertaintics exist for the economic development of Soutl cast
Asia. Some obvious weaknesses include limited understanding by governs-
ment and other leaders of the elements essential to economic development
and mobilization of capital, both domestic and forcign, lack of managerial
and technical experience, lack of diversity in expozt commodities and.
Vulnc"abl_ny to price fluctuations for these commodities. Some appre~
hension exists regarding the possibility of obtaining reasonabile prices fox
the faverable rice crops now expected in the are ¢y pariicularly Burina,

2, No zeview ¢f policy is recemmended,
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themselves have not béen sufficient o effect a rate of growth satisfactory

to these underdeveloped countries’which tend increasingly to compare their
national economic progress with that clalmcd by communist controlled Asian
countries, The urguncy of the problem is cmp}n*‘lfscd by.the developing

communist economic offensives From the U. S. standpoint, dissatisfaction

' is partlcul 1-1}:- imp oriant in these courtrics, which have come to expect

=

"v.sss. t'&ncc noedcd for more rap1d economic development, gl

S‘“:Ltus ‘of LI S5, Actions: Considerable progress has been made.

s dﬁr'ing' this period in def mmg policies and the broad approaches which the

" “United States will employ in increasing our cffectiveness in assisting these

countrics to achieve a satisfactory rate of development, These policies
and approaches were pummarized in the 'Drcumeni“s recent ﬂpcech to the
Colombo Plan Conference in Scattle and are applicable to 2ll underdeveloped
areas, including Southeast Asia, The Pres:dc_ml. prescated g program
addressed to the following major requir_e;nents-ior_ cconomic growth:

W v | =gl o expanded international trado
Y7 . Be technical skills
i IR . Co - private investment
e . d,. normal bankable loans i
2 "+ e, financing to cover other sound projects whi ch will afford
- the borrower {lexibility regarding terme of repaymcn 0

Action to mect some of the rcqu*srcmonts under ea.ch of these :
pom;.s is rcccivmff considerable cmplh,om in present programs,.  Considerae

tion is being gwun to increasing the emnphasis on other clements not yet

} adequately c;eve'lonﬂd The President has created the Draper Commitiee to
consider, among othesr things, the impact of our military assistance pro-
grams on those related portions and objectives of the mutual security effort
which are directed primarily at the economic betterment and growth of the.
frce world and to appraise the relative emphasis which should be given to
military and economic programs, pa.r‘c*cd.arly in the less developed areas,
Cexrtain other major problems involved in carrying out current programs

" are also uhder study by such groups as the Straus Study Group and the World

Economic Practices Commitiee,

- The problem of economic development as it rcl— tcs to Southe

cast Agia reflects the need for clarification of U, S, basic policy in oxder

ala

to determine the_ objectives, cenditions, and time period which should
govern Us S. cconomic assistance for this area. The attention of the

-

NSC ig iavited to this pressing problem in the context of NSC 5810/1,
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A

e Pubhc .A.Lf.?l.'l..ﬁf:o Toward thc e S Bffciz’tu to encovrage
favorablc nubhc atuitvdes in the arcga towaxrd collective soourity pacts and
toward the U, S. and the free world in gcncr{ﬂ. continie to face import c,n;
obstacles, including: (1) demonstrated growth of Sinc.Soviet soientific, -
military and economic power; (2) Agian fear of involvernent in npclear

warfare; (3) the appeal of communist coexistence propaganda; (4) increase

jng public inferest in domeotic economic, financizl and sooial problems;

(5) doubt that participating in collective defcnse measures offers moye
benefits and less disadvantages than neutvality; and (6) national sensitivity
which continues in most Southeast Asian countries xegarding the presence

of large nurnhexs of foreign citizens,

_ ) ’ Sta't_xfs of U, f) Actions: Some’ of the obstacles cutlined

. above involve the U, S. wozld position in its entirety and require action
beyond the scope of the information program alone, We expect that these
obstacles will continue to be a serious problem in gur cfiorts to present
U. S. policics and programs to the leaders of Southeast Argia. Eifforts.cone
tinue to be rnade, however; to provide information and public relations
gupport for U, S, poli itical, economic and military policies «nd pgorr'" ms in
ordew to achicve more favorable public attitudes,

6. Sinn-Soviet Bloc Fﬁo‘mmic and Psychologica 2l Inroads. A come
- - ‘ - S -
. bination of fairly widespread 2 .ccepiance of commmunist coexistence propas
ganda, a desive to pl'ofii: frem communist

t Margess" and conviction that
coe,nmu.no.. infiltration is contrcllable, facilitates communist effuiis to pros’
mote acceptance of their economic aid programs, Resistance to blac aid
is rcduced by its reputation for''epeed,' Mogey terms" and the appaxreni
absence of VYstrings'. In some instanges, Us S, assistance ::u.afe 's by come
paricon in these respbets,

Burma and Cambodia continued to be the chief beneficiaries of

bloc aid, However, the general offexr of asaistance to the untc ‘developed

- Asian countries made by the Soviet deleggate at ECAFE meet tings in Bw\r‘ko"*
zind Kuala Lumpur carly this yoar has not been fallowad up. Irapressive
progress has been made in implemeﬁtinw Sovict assistance projects in
Burma, which include.a ’cc-':h.nologic Ingtitute; o hotel, a hoopital, and teche
nical assistance in agriculiural projects. Under General Ne Win, Buwma is

" kely to be leas 390031?:':‘-.1.'0 to bloc gesistance, Bavicr sgrecrnents with tloe

« couniries have zlveady beon revised to pr avide for trade onm o pes rdspive
and case basfs. Tho USSR ig making progrocs oa the 500-bed hespital it ie

Mgiving" Cambodis; In connection with Cambodials oxtiension of diplomanc
reeognition to Cominunist China in July 1958, tho lattan has oficred to ine
crenna fto p;:of;;vp;h.ﬁ:} S R *f: o 5,3;.. b ““ m‘i; '.J".I.‘. 1"!’ 1.‘\.1.0 0:“‘.:.“‘..’&”(10[‘. of abeutd
$5,6 million, R BN i : a0 -

] Y e .j—j'_r-_;f'_}_ SN v SBEGCGRET
s . et RS X .

——————



Declassified per Executive Order 13526, Section 3.3
NND Project Number: NND 63316, By: NWD Date: 2011

e Ph i AR SECRET

Cheap cotton textiles and qmﬂ.l manufactures from Commu-_
nist China appearcd in {,rcaieJ. quantities durmg the past year in many
" Southeast Asian marketse This shaxp competition has mainly affected
exports from Japan and India, but also, in some insiances, the production
of local textile mills, 5

Status, of U. S, Actions: With a vicw to offsctting the high
poht:.ca,l impact of COITJIQUI’IIQL aid projects,  the U, S. continued to pub=
licize the more dramatic accomplishments of U, S. aid programs, . In this
connection such a program as PL 480 assistance in the form of raw cotton
. for processing in third countries was one means of curbing further Chinese
" Communist inroads into the textile market. A suppoxrting factor in off-

sctting communist aid projects is that remittances from overseas Chinese
to relatives on the mainland have decreased markedly since the estab-
Jishment of _peoi,.u_:'s communes, From August to October, remittances’
throﬁgh the Hong Kong branch of the Banlk of China reportedly dropped
40 percent to the lowest volume since 19.).), and a similar decrease is
g rcpori,ed from Singapore. Zart of this r educ:,.w.on 1.. attributed by some to thc
devclopmcnﬂ of communes on the mainland,” ~
7. Economic Aid Program Delays. Despite recent Jmprovcmcnw
the impact of aid program delays on U, S, relations in the zrea and on the
ability of the U, S. to meet the economic challenge of the cornmunist bloe
‘requires continued attention and emphasis at high lc.:vc’.s within State and
- ICA on eliminating these difficulties, Specifically, project approval pro=
cedurcs._ contracting and procurement still nced fastexr handling. Pe"sonw
nel gelection, though greatly improved; recquires c.onmnumg atiention,

Statug of U: S, Actions: Substantially {W.Lcr prowrarn a'opvovals

have occurred this year under new procr‘,mmmg procoau*e Progress has
‘also been made in the Jp_daupn of correstive measures to reducc delays

in implemeniing 2condczic aid activities, Sevexal of these improvements

stem from action by the special committee 1'ecent1y ch-aabl-ishc:cl under the
ICA Directoz, ' :

.

: The problem of delays has been made moi’e acute in the past

by premature commitments and assurances of aid, New legislation ¢ ‘ece
“tive this year prohibits 0L11ga tion of any economic assistance funds for
projects costing over $100, 000 and requiring substantive technical o

financial planning until nccessary engineering, financizl or other plans are

completed and a reasonably firm cost estimate made. On the other hand, the

new legislation will also tend to increase the amount of time required hm-
tween formnuplation and initiation of cextain projects. 5

= a -
- -

v,

8, Political Jnstability, Polifical instabilit ,r is a potential problem
3o all the countrics of t}.-;e 1rea, owing to in,ce rd'x ively nay ;m- baqe upon

SECRET .
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\x.-hzc:h their political frameworks re.;t‘:, and the 'importancg of the unpre-
dictable pexsonal factor in national politics, Thus the removal of the prine
cipal leader, by whatever mz ans, or changes in attitude of thc leaders, can
have grave repexc cussions in many of Lhc couniries, ;

Status o_f U, Su Actions:. Indicated, where applicable, undex

9. Problem of Oversecas Infernal Secuvity Program. The Cverseas
Interna,l Sccurity Program in Southeast Agia constitutes part of a larger

- operating problem on 3 world-wide basis on which policy guidance is neededs

On December 8, 1958, the President approved a National Security Council
action velating to certain policy issues in connection with the Mutual Secuxity

1!-'*’1‘&::3‘3:&3.1W which: “\ :

\

s chucs‘i\d the Opera tions Coordinating Board to review the

Overscas Internal Cecurity Programs (OISP) with respect to: (1) The

“validity of the policy stated in the following portions of the basic
 npational security policy, reporting the results of this review to the

- Council: to the extent possible without sacrifice of U, S, security,
the United States should seek to reduce requirements for militacy
__ assistance by encouraging sclected recipient nations (principally none
' Europc an) e (b)) to emphas:tz.c police and constabulax 'y type

_'.- forces for sinternal security purposes in lieu of large indigenous mili

taxy eetablishments, (2) Certain operational matters raised in the _
Status chom on the Imh,t al uec.:u,:f.'ii:y Prograin,’

‘Status of U, S Actarm. The Ou'} is cw'xcuﬂy seized with
ﬂ C c‘LO"’B p-l Oblefno
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p o et e i et e 84 . .
* .

' A, SUMMARY EVALUATION

= ' 14, Recent developments relate particularly to a U, S. course of
action to reverse the drift toward pro-communist neufrality and to assist
- where possible in a solution of the Cambodia«Thailand border problem
and in fostering godd relations between Carmbodia and Viet«-Nam, Cambodia's
neutral position swung to the left with the recognition of Communist China,
Sihanouk's subsequent visit to the United Siates may have restored, some=
~ what, better balance to Cambodia's neutrality but there has been a net los
‘to the free world's position in Cambodia. - The deterioration of Camboma &
. relations with Viet-Nam and Thailand (the most impoxrtant internation=:l
/" 7. problems in Cambodian eyes) exacerbated the problem of inducing Cuine
‘bodia to take adequate counter measures against-the communist danger,

(. - 'B, MAJOR OP}"RATMG PROBLEMS FACING THE UNITPD STATES
' /
15 _Cm‘nbodian Neutrality, In view of the Cambzdian definition
of ncutrality as requiring oscillation to the right and the left in oxder to
ba] ance international pressures and influcnces; we expect some Ca,mbmha_ﬁ
“actions to be contrary to our interests, and some to be favorable to us
Thus Sihanouk's reaction to his visit in the U, S, may presage at leasta
brief pericod more favorable to the U, S, _ ' )

. ! :

T

Status of U, S, Actions. The U, S, is continuing its assiste
" ance programs as long as Cambodia demonstrates a will to maintain jts
independence. U. S. influence continues to be discreetly applied in the

hopc that the Cambodian Government will be more receptive of Ue S. \fle\-.""

16, Relations with Viet-Nam gnd Tha 1']‘_11d Cambodia's dispute
with its neighb-rs avrc a ot obstacle to regional cooperation, deter tac
focqumn of Cambodian a.\ vention on communist dangers, and inhibit the
" favorable exercise of U E. influence in Cambodia becauvse of the identie

fication of Viet-Nam 2 and 'I'haxlund as U, S, allies,

SR I St'\f.us of U, S Acucn We continie fto urge settlement of
these disputes s thy cugh p»,j:_ seral ncgo tiations, but have aveided inveolvement
as mediator because of the wisk of alienating one side oxr the other and oux

. . doubt that any of the parties genuinely desire a settlement other than on

:ts own terma,

: 175 QL.bvcumn. The Ca mboma:\ Govcrnrncm in h.mchcap‘aed in
dchlmff w..th the pr ob LT oﬁ aubvc;. sicn by its 0\-’0!""('03'1J](.1‘Cl‘1 belief that

SECRET
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it is aware of the existing dangecrs and can cope with thern, A danger ' :

. existe that by expanding its confacts with Communist China and Communist

" North Viet-Nam it will permit subversion especially of the Vlctnume se and
Chinecse commun*tmo to a point beyond its control.

Status of Uo S. Actions: Advantage is taken of whatever
- gkepticism Sihanouk may have rcgardmg the assurances he received fr om
Chinese Communist leaders, Efforis are being continued to try to bring
about an improvement in the px cponae“a&aily pro=-communist press anc to
implement the police program.

: 18. RCdUCLl-’J")‘ of Informational Outlets, During the five-month
‘period prccedmn’ Prince Sihanouk's recent visit to the United States, place-
ment of USIS prosa material and other non-USIS originated material which
supported U, S. intercsts dropped sharply while press usage of pro~commue &
nist material increased cors cf;ponumg'l',r The decline in the usage of U, S,
material was taused by the Ministry of Information's prejudicial treatment
of the U. S. in its official press service, by governmental closure of
.several newspapore which had formerly been receptive fo USIS approaches
. and by the refusal of others to accept USIS output. In view of the apparent corne
munist influence in the Ministry of Information, USIS activities in othex me \.clia

.. could be seriously affected by oncw-sided administration of the government 8
recently pronw]c"c:-,tc:d communique on propaganda activities,

Statu\ £ U. S, Actions: Special efforts have been made, with
some success, to persuade the Cambedian Govemnraent, particulaxly the
Ministry of Information, to apply restrictions upon ideological propaganda _

_equally to pro-comimunist and free world information activities, Since
Prince,Sihanouk's visit to the United States, the Ministry of Information has
taken otepy tu de¢rease pr -»co”nmu.m t p“'opaga,nd_a,, Whether or not th'
.represents a pexma,ncm change m G"'ﬂli}lc,. 8ip B¢ ':iains to e c'*cn? :

3 A . . 3 I

BN YT .
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A, SUMMARY EVALUATION I

19, Recent developments related parti:cularly to the U, S, course '
Df action to strengthen the determination of the Royal Government to resist '
subversion and to maintain its independences The Phoui Szananikone
Government, by amouncing on October 10 its decision to undertake mone~
tary reform, faced the first test of its ability to survive with unaccustomed
firmness and scl f-confidence, Subs sequently, it foiled an attempt by com-

r

_munistc, neutralists and certain disgruntled clements of the Rally of the

Lzo People to bring it dowa by a no confidence vote in the National Assembly.

ina stronger position to proceed with the establishment of genuine none .
communist political unity and the development of a grass roots organization,

‘Its prospects of successs Llly warding off convmunist subversion and achievs ;

ing stability have improved conszdcrab}y since the low point reached in
the May clections, but genuine non-communist vnity has not yet been

achieved, - N ; St LSS

’ . ‘-\- -
B, "MAJOR OPERATING T l'l()]'.‘xL.’l’"‘M‘S FACING THE UNITED STATES

20, Implemonntlon of Moneta:y Reform Decision. Maintenance 4
of monetary stability in Laos will continue to be a problem of major U, o '
concern, The exchange of notcs and protocol of September 30, 1958, conw

. stituting agreement on monetary reform,provided for periodic discussions

between U,.S. and Lao representatives to review ecohomic developments

- and to consider measures which appear to be necessary to maintain a realis-

‘tic rate of exchange for the Lao currcncy. This will involve con.stami: e 5
v1glla~.fzce and re ésistance to inflationary policies and p=oposals,

Status of U, °. Actions: U, S. officials continue to excrcise
vig'l ance in order to resist any Lao inflationa AY pohc*cu. . :

e 21, Planmn'f for General Eh:ac-,mn The Lac Government is
e)-.pc.ctmﬂ to hold gens*:r:“‘ clections for the National A“‘cm.ﬂy, probably in
December 1959, The nutcome of the elections ma y be of crveial importance
in determining the futuye international alignment of Laco s, particulaxly in
its relations wlhl thc Umtcd S"ﬂ eS8, * : T e

Status of' U. S. Actions: We are discussing with the Country.

Tearn at Vientiane & * Country.Tecam plan for major U: S.

_effort to bring about a favorable cutacme in the forthcoming general clece

ticns, The planning 'md cxecution of this effort will involve at least State,
ICA, Decfense, USIA and prebably other a "f__cncww " The Enbassy has

ﬁiog s S EEORET A e
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submitted a preliminary plan of action, parts of which are alrcady being

carried out, )

have been reluctant to accept U. S. and British views on the nature of the
communist threat in Laos and on the need for training of the Lao National

Army by qualified pexrsons other than the French, o

Status of U, 'S, Actions: Much progr«=ss has been made in
bringing French policy in Laos into agreement with out own and British
viows on the nature of the communist threat in Laos, especially since last
. Mays Furthermore, the French have agreed to acgept Filipino civilian
trainers for the Lao army, and steps are being taken to strengthen the PEO
by the aseignment of regular military officers in civilian clothing.

+
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22, Lao National Army Trainings French representatives in Laoe
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A, - SUMMARY EVALUATION _ o

*

HEE 3 Devdopmm{ts related particularly to a U, S, course of action

to ass‘ t Free Viet-Nam to develop-a strong, stable and conutu,utwolml

government: which would-work toward the weakening of the communists

both North and South Viet-Nam. President Diem remained firmly in cont'::o1
despite some political dissatisfaction with his government, As a strongly
cormmmitted anti~communist country, Vict-«N am displayed a serious concern
about developments in Laos, Cambodia's recognition of Cummunist China,’

* and the U, S, position in the Taiwan Straits, The cornmunists and dissie

dents continued their campaign of assassinations; especially of offic_:ia,ls in

- rural areas and carried out attacks aimed at disrupting Viet~-Nam 's eco~
nomic nrogress, Although the government gave increasing attention to

o '_.-devclopm ent of the economy, such development continued to be inhibited by
“almost pre~emptive military requirements which utilized a substantial

portien of Viet-Nam's total resources, including U, S. aid, - At the same

- time, communist North Viet-Nam continued to exploit for political and_

ycho.,orr: cal purposcs its owa repoxtedly rﬁ.pud economic de \rc.,ujmcnt,

B MAJOR OPERA'I‘ING PROBL, }"Mq FACING THE UNITED C‘TA’I‘].'".‘-S_E'

.

33, Diem s Internal Political Position: Diem increased his travels -

throughout the country for the purpose of popularizing his regimc, Increas-
ing accomplishments of the government in the economic and social fields
should also have beneficial political rgsults. Nevertheless, the fa:ﬂmre of
the goveinment to fully ra]_'ly certain clements of the middle class, the .
intellectuals and former officials to its support, the frustration and reste
lessness of some of the present officials, and.some disconfent im the 2xmy
are sources of polifical weakness, This dl satisfaction is caused primarily
by the authoxitarian and pervasive pelitical cont.u. ols of the Ngo family '

and its associales, : :

Status or U. S, Actions: The desirability of liberalizing po-

: 'Iltj_cdl and. pdminisirative controls is brought te the atiention of the Vii ~

namese Government; when ccm*uderec_ appropriate by the U, S.. Ambassadox,
Posegible Mines of U. S. action are greatly limited due to the extreme sensi~’

aab

tivity ¢: "’Jie?:n.‘;t:-.ncac lcaders on thiﬂ subject,

34, Infcz nal Sccurlty., It has become Jncreasmnly clear that the
comraunista, no 1o nger expectant that Free V.: ot-Nam will fall-to their con-
trol through Pﬁi’wef‘ﬂ meothods, are exeg uw)” ac -.!.G.'..xl-ly P" anned campzign |

of viclence aimed 2§ undevmining the stability of the Diem Government.

i w eECREY
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"~ Their concentration of activitics in rural areas where cominunications and =
- terrain make it difficult for the government to cope with them recalls the ";Ni
s

tactics used against the French d{.u*ing the Indochina Wax, . Assassinations,
particulazly of officials in rural arcas, continue at an alarrning rate of = . .
about fifteen to thirty-five a monih. Attacks on rubber plantations and
reported communist plans to break up the land dovelopment, land xeform and’
. agricultural credit programs indicate deliberate efforts to interfere with
Vict-Nam's economic programs, :

. - Status of U.S. Actions: After a long period of negotiation, _
President Ngo Dinh Diem has now agreed to place the Civil Guard under the .
‘Minister of Interior, The Embassy and the Government of Viet-Nam have
recached an understanding on a program to be presented to Washington fox
training and cquipping the Civil Guard to enable it to cope with the situation
described above. The program, if approved, would be for the training and
equipping of only about 32, 000 of the Civil Guard and not the total current
force of 48,000, A major question is whether this situation requires an im-

- provement in the Civil Guard, or whether» other existing Vietnamese security
forces, including the Axrrmy, can adequately deal with the situvation. This
Q}.lestion is being discussed by the agencies concerned but agreement Has not
yet been reached,

35, ‘Economic Development, Economic development, though pro-
gressing, is still at a rate below that which is politically necessary to enable
Free Viet-Nam to compete successfully with the communist regime in North

- Viet-Nam, The rate of development is also below what is politically desir-
“able in ordex to enable Viet-Nam u].tirhately to reduce: its keavy dependence
upon external assistance, This problem is further exacerbated at the present
time because demandg on available resources to meeot the communist milis
tary and cubver' ‘ve threat are rising. It appears doubtful, thercfore,

LY
.

whether our political objectives can be achieved to the degree desived.

Status of U.S. Actions: Means of mobilizing additional Viet-
namesc regources for development are undes study by the Vietnarnese
Government. Defense suppozt aid available for economic development was
-reduced by $40 million in FY 1958 and further reduced by $15<20 million in
BY 1959, Victnamese access to the Development Loan Fund (which is

. expected as scon as project enginecring studies are complete) may offset
the 'Y, 1959 reduction but will probably not bring total aid availalle for
- developinent back to.the FY 1957 level, ;

SECRET
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g 'I‘hc J"rnb'v. sy has bccn asked to reucxarnlrro Viet«Nam's
m:lliary and civilian budgets fox CY 1959 to determine what items, i
mw,' might be po.,tpo"lec'l for funding until late U, G 1959 when addi=’
tional resources rmglu. bzcome ¢ va,ﬂub'le, oz, in view of the lag between
the calendar and fiscal years, until Uy 'S FY 1960 when they might bé

-ccm.,.zde'r'cd for priority financing from FY 1960 aid funds, This review
: enabled some reduction in the 1959 mﬂu 1ry budget, -but it is m.r.l.'!. $3 m.-_ﬂsou -
e hxghw' than ine 19.:8 buc,*fota o s o < g

1 3 . k . s

NOTE: The following NIiEs axre applicable to Southeast Asiai

: : i y o r

" NIE 64458; The Federation of Malaya, Jan, 14; 1958
NIE 62-58, Thailand, Aug. 19, 1958, :
NIE 63--56: Probable Developments in Nozth and South Viet<Nam
Through Mid«1957, July 17,:1956:~ o
NIE 63; 2-57, The Prospects for North Viet=Nam, May 14, 1957,
NIE 61«J6 Probable Dc\'olop*n-’nt" in Burma; Apzil 10 19.}69
SNI}" 100+12-58 Probable Developments in the Taiwan Strait
- . Crisis, October 28, 1958, . S
NIE 1362 -=.)7, Communist China's Role in None C_oz._‘nm:mist '
R Asw_. Docember 3 3 19 : ' :

N ; i oy T

5 A o " . e \

Annex A & Adc‘h tional M'xgoa Devd opments, _
‘Annesx B « CIA Intelligence Annex ¥, dated Dccembcz 18; 1958,
Fman.c :«1 Amzo‘: and ‘:’.,p"'fmc Anﬂlys "B '
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ANNEX. B
Decembex 18, 1958

.

_ SINO-SOVIET BLOC ACTIVITIES IN MAINLAND SOUTHEAST ASIA

S:mo-Sowet Bloc Activities in Mainland Southeast Asia, (Prepared by
“  GIA without intereagency coordination as an informal document for use
* | by the OCB Working Group and as backgiround for the information of
~  the-OCB and the NSC) _ : o e

' ' 40, General Bloc Policy: The Sinv~Soviet bloc is actively working to
encourage neutralism in Southeast Acia, to destroy the Southeast Asia Treatly
Organization, and to encourage the creation of a group of independent,
nationalist anti-Western entities wh:.c‘l mwh t ultina tely come under close

'S-,ino-'-Soviet.mﬂu.cncc. 2 . : s .

41, Bloc policy has been flexible and epportunistic, adjusting itself to
the degree of anti-communism evident in each state., Peiping and Moscow
* " have avoided pressing too urgently and have sought to influence by example
: the.su:!tc., in which conditions have been most favorable to them, Thus in
.Cambodia and in Burma«~zat least up to the change in governm el e e
bloc activity has been most pronounc ed, Moscow and Peiping have attemps.cd
to be circumspect and have tried to fulfill ec onomic aid agreements smoo‘,a.y
and satisfactorily. : : : o PP

42, Communist China and the USSR for the 1.no st part appear to have
reserved a judgment for the present on developments potentially adverse to
them in Burma, Laos; and Malaya. The bloc confinues to stand on-a pro«

fesscd plank of noninterference in the internal affairs of other states embodied

in the "Five Principles' enunciated by Chou I nelai and N¢hru in 1954,  Chou
re pcc.tecl hig'advice" to Cambodia's Chinesc to "refrain from taking part in,
~political activi t;eq“ 't.uu'mg the Augu f,‘i, visit of Camboc‘na s Pringe Sihanouk .

.

.

Hke. "_to Pclpm.c_,.. «

1 43, - The m-;meu.:.tc aim of locu_'[ Communist partics is two-£ 01.;1.,..1;0 :

~ cachieve legality and eventually to tura their governments' policies into neue
tralist channels, The USSR and Communist China complement that aim by
discreect and {requent offerf' of “dlsmtcresmd” econormic aid and wider
cultuxal relt.twn i o L

44 Dm‘ ornz:tlc Activity. Repecated blo\. mza.hatwes to expand diplomatic
repres&e enintion met with success in Cambodia but not in Laos. Cambodia,
whch alriady has resident missions from the USSR and Czechoslovakia,
rcr'ogrw.c-r- Communict China J_fl July and ambassadors have been exchanged,
This is a significant diplomatic v1<,t0‘*“ for Peiping in Southeast Asia and v m
-ccini}idc:r.‘a'hly raise Communist China's prestige among the Overseas Chmcao

=5y ~in the akca, M »Iaya 1y Prime Minister Abdul Rabhman continues bis policy of

L

'[-..-.';
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i
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efusing any formal relations with the bloc until the ten year Communist
 rebellion in Malaya is ended,

. -

45, Burma has the broadest bloc xepresentation, having relations with
the USSR, Cornmunist China, Poland, Czechoslovakia, Rumania, and
Jongolia, In Thailand only the USSR maintains a mission whigh, with some
20 officials, is considerably overstaffcd in terms of the work at hand, Except
for some 25 Polish officlals on the Internationzl Control Commission, there
e 'no-bloe officials in South Viet-Nam, . . §

- it -
46, Economic Activity: Malaya, with its large Chinese population, has

- seen a focal point of Communist China's commercial drive in Southeast Asia, .
Peiping is competing with Japan and Hong Kong and has intensified its trade
nromiotion activities in Singapore since April, A wide variety of new Chinese';
'ommo\htwe..‘ arve appearing at prices slashed 10-20 percent below those of

i -norn\al sx1un}1crs, - The’ edcc:.:.vencsa of this c*unlnl{,n is reflected in a 40
ﬂcrccnt ris¢ ¥a the value of Chinese Comménist goods imported during the

rst seven ‘months of 19.)8 over the cor mparable period in 1957, Malaya's total

"cxportfs to the bloc from December 1957 through May 1958 were about

$43 million, Compared with the first half of 1957, exports to the bloc as a
vhole increased during the December-May period by 42 percent and imports
decglinzd b percent,- Comnmunist China was once again the principal bloc 3
purchascr. :The marked increase in exports was caused by a doubling of
-ubber oxports to 75, 800 long tons~-15 percent of Malaya's total rubber
zpoxts in the first half of 1958, ) = '

47. China's drive for economic influence in Malaya, mays - Jowever, be-

jeopardized by recent Peiping threats of trade sanctions against Malaya and
Jingapore in retaliation for anti-Peiping moves by the Federation governs-

- nent, Even if trade is only a.cmporarﬂy 'Lfft.,(,-..ed Peiping's actions have

" caused sharply critical comment inthe Federation and have bolstcred tnc_-
alliance governme nt’s dc:.crmmat—o_l to curta ‘1 Chinese Communist economig
activities. : Yok (e O _

: 48, Cambodia made its f1 f't :u‘.apo*"' '-'[Toc twonu in ..5’5.1}1'11 vnder frade
agreements with the USSR, Czechoslovakia and Communist China. The value
of export licenscs issued was much lower than the level set for imports,

- -However, the allocations totaled about $2, 600,000 and, if actually used,
would raise impozts from the bloc in 1958 to at least 10 percent of Cambodials
planned imports, exclusive of those under aid p'-'ogrdms,.

49, The lcvcl of bloc ftrade with 'I‘hg.lland continues to b less than one:
vercent of tolal trade because of the relatively satisfactory economic conw
ditions in Thaila z'ncl, itn pr o-west alignment, and extensive American aid,
Tha ;l.mc- refused S t foxinal trade overtures in Ma: rch, but did Jift its
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embargo on rubber exports to Commmunist China and North Korea on 22
August,  An undetermined amount of illegal trade with Chinese Communists
is transacted through Hong Kong. Burmese trade with the bloc com,mu,cv to
"decline, and rice commitments to the bloc in 1958 have been cut back to

40, 000 tons, Total trade declined in 1957 to §$57, 500,000 ox 11 percent of ¢

‘Bur.‘ma.‘u fo're'ign trade, Bloc trade with Laos and South Viet-Nam remains
negligible - : = . T

_ 50, In the field of economlc aid, b'loc activities are conce‘lfrd.ted cn
Burma and Cambodia. Cambodia is now in the sccond phase of a $22, 400, 000
' Chinese Communist grant~in-aid program, which appears to be proceeding
sm Odthly.' Phnom Penh has completed plans foxr various social and cconomic
" projects and sites bave been selected for the four plywood, cement, paper,

“ and textile factorics that form the core of the prograrn. At the end of
Sihanouk's Peiping visit, Cambodia accepted an additional grant of

$5, 600, 000 and Peiping offered to expand the program to include construction
of small iron and steel works and surveys of underground fuel resources.

In addition, a Cambodian economic delegation headed by the economic planning!
counselor sent to the USSR completed preliminary economic and technical aid :
talks in September., Construction is now underway on the Soviet "gift"
hospital in Phnom Penh and Cambodia has included in its 1958 impoxt plan

$1, 000, 000 worth of aidefinanced goods to raise funds to defray local costs,

s a3

51, Bloc countries, principally the USSR, have extended an estimated
$41, 600, 000 in loans to Burma, Implementation of Soviet "gift" projects
appears to be progressing satisfactorily and construction has begun on the
technological institute in Rangoon, a plow factory, and irrigation projects.
Two Sovict Joans tofaling approximately $8, 500, 000 were announced in eaxly
-.1958 but have not yet been implemented, Communist China completed ex-
pansion of a [joverl. _antwowncd textile factory during the first half of 195&

52, There wei e approximately 140 bloc technicians in Burma in the fl“E-
half of 1958 and the number of Soviet technicians will undoubtedly increase
markedly as worlk on the Rangoon Technological Institute progresses. In
Cambodia there were about 30 bloc technicians, mostly from Communist
China; additional Soviet Chinese technicians are expected. (Note: There

..are currecnt unconfirmed reports that the Ne Win Goveranment intends to

cangel bloz technicians! contracts but no action has so fax been taken, )

- 53, Cultural and Propaganda Activity: The bloc shift to winter schedules
brought an increase in weekly broadcast output in native languages from 79
to 93 hours, Bloc gervices in Burmese rose from 10,5 to 17, 5 hours, and
Peiping increased its Cambodian service from 7 to 10. 5 hours weekly., There

vas a slight increase in total Vieinamese weckly output, In addition, Mos conw
raised its English language broadeasts to South and Soptheast Asia from

.17.5 %0 19,75 hours \'f.'ec-:“._l)r, O
- i A -(.j-‘ : y
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- 5% BToc p:.'opaga,nd:x activitics have been c.,pcma_'fly mml‘cd in Came--
bodia, where Communist China, the USSR, and North Viet«Nam have a1l made
rapid progress in the film field, During the first nine months of 1958 over .

Soviet films appearced as compared with a total of 15 to 20 during all of
1957, A nwnber of Chinese technicians have arrived in Phnom Penh to
install the 20 kw radio transmitter presented to Sihanouk last year. The blec's
propaganda efforts within Cambodia have been zimed primarily at youth
through the cducational systein, and Sovict diplomatic peroonnel have cone
tinued to make aggressive e.cfm.ts along this linee

55, Subversive Activitv.- Bloc officials’in the arca have usually con=~
centrated on devoTopzng correct coxdial xelations with constituted authorities,
Covert contacts, however, are maintained thro ugh embassies and through
. ,Chme_se_Cozm.'rmn;t.;.wcontrolied banks in places such as Burma and Singapore.
. The banks provide legitimate financial support to pro-Peiping adherents and
arc also a meéans of p- ycholoba, cal and economic pressure on the population,

56, Communist China exploits extensively pro~Peiping dlements within
Overseas Chinese cominuaities throughout the area. These grcup 5 are
cultuxrally to a large exteal resident aliens regardless of formal Clb".&@ﬂ.ohll}
and they are drawn tow axrd *he "homeland" zegardless of politics.

-
A

= 57 In. I‘h'uland, South Viet-Nam, M'ﬂ'vya, and Smga.pove the Communist
p'arf.:le‘; are outlawed and for the most part fragmented. Alihough aid ma
Lave been given from time to time to ingurrectionary forces, both the bloc -
_ad local Communists generally would prefew lc{,‘_-..,v; to continued jllegal
and guerrilla activity. Bloc subversive efforts have been '\m'zud primaxily
a.t btnnula:,inﬂ e:{:lsi..nﬂ dxscoment among non--COmmumsLs,
58, The developinrf poT'Tt"?cal situuﬁ on in Laos, whcre the Comrmunist
lominated Neo Lao Haok Zat (NLHZ) won 13 of the 21 -v.sscmbly scats up fox
election last Iv’ ay, has shown the Communisis to be successful in using legal
mnd 50104-=Iog¢_- tactics, The victory was made possible by superior NLHZ
rrass roots orijganization and by lack of unity among nonscommunist clemcni.s
who won & me._}orzty of the popular vote but dissip ted this advantage by
sunning too many candidates. . The NILHZ appcars to be mﬁci’ng strong gains
«n almost every scctor of Laotian socicty including a swell of pro~NLHZ
sentiment among Laos' 13, 000 Buddhist monks who have some influeace: o e
-rillage opinion.’ 'I‘he.N LHZ alco appears to be making sorne headway in
 penetrating the aymy and eroc‘_ing govurn‘ncﬁt authority in the provinces,
i Some locally el(,c-,r..d. officials in ru ral eveas ave reported o be resigning
mder NLHZ pressuro. . '

59. Reaction to Bloc Activities: Generally speaking, the governments
¥ -the avea are preoc cmnod with and somewhyt fearful about resurgent
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y Communist Ghina's rapid risc from “semicolonial' status to cconomic and
"milita.ry stature as a grcat power. There is also a great deal of respect for
China's economic achievement, Local opinion tends to separate the Russia ne
2 cutlanders, znd except for localized incidents; the pattern of Soviet
actw;t*,r does nok evol:o a sence of threat cumpqrcrb ¢ to tha.i: of Communist

: China, ¢ '

: 6(5; Somc rcscncment '1rramat Communist Chula has bee,n evidenced in |
’-;Bmma over the pzotracted Chinese border dispute and in Burma and Malaya
“over bloc efforts on behalf of opposition paxties or dissidents. Singapore
and Mzalaya both have been irritated by Russian tin dumpmw on the world
marhct and by Chinese Comuaunist textile dumping, On 1 October Singapore
‘and Malaya rests mfc;d impoxts of Chinese textiles. ' ;

61. Ouﬂao.u _ The umonSovmu bloc's fluid and o-:pora,um st:c approach
; w:thm the framewoik of a policy of developing wides conn.c.us and reclations
- on all levels with the nations of the avea, will probably continue, The
rlevclc:mmnnt of sentiment that is initially neut ralist, 1n£10p“11d011i., and
- nationalist will yemain the general bloc aim, Commu-ncn, China and the USSR
‘\Vl.U. proba.b‘y bend every effort to developing a smocth :mp‘! ementation of the
cconomic relationship with Cambodia as & demonstration of what neutrality
.can bf*mg Norrialization of relations with Cominunis st Chun should lead
to an )nc; case in Communist a.ctw:f,y in Cambodia, At no time in recent
Lao history has the government been more pro-Free Wozld in its foreign
policy. Nonetheless, Commmunist influence is still increasing domestically
“although at a somewhat slower rate. The bloc is likely to malxc Jm, o Progross
in South Viet-Nom unless political unrest should develop and disturb the
tenure of President Diem, President D;c*n is now anticipating a N,hﬁ.rp upe
surge in Communist guerrilla activity and terroriem in Soo’“h Viet=Nani.
- Thailand and Malaya will probably continue fo pursue policics of minimal
rela ations with the bloc, although in the former there are a few indications of
_a soffening towazd the bloc. The trend toward the left in Burma has been
. abruptly term'm,;.cd by the accossion of General Ne Win and for the duration
of his premiership, Communist influence shovld diminish., Communist
.China's eco—ao_-ni.. offensive in Malaya and its appeal to the Inzge Chinese
rninority therea~38 percent of the pO‘:‘LTauonm«w:ll p;:obu.bly result in an
increase of unoificial Chinese C o"nmvmst influence, ]

a
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PINANCIAL ANNEX TO RE®O<T
: (In millions of dollars over 5 million,

R i

HIEAST ASIA
Up to

£5 million ghown in nearest tenth million.)
BUJ\I\’L&C

-

I 18,0

N\

——r

EXPENDITURES AND DFL]V‘"RT}}S - CERTA ]NT .5“'7?{3"']71"1'1{3.. ; }
: ARY 165§ - |FY 1559
Act1v1ty ' . FY E;E%Ebh Est. |(Est. ii
4 ; : 1957 | 10/58 | Total [of.ll L5¢
I-iilit@;r‘:f Assistance ( Jee. foog.notcs a/ ﬂnd b/) X ¥ - lb. 5
D e 0 o
! o ‘ 18. 0
| ! Technical Assistah{;e )
Information Services 1.1 0.5 B8 1 0,9
-Educational Exchange kbl B A e DY
', ' Totel | L850 0,310 e | adiey
'HAP Sales of Military Bquipment & Services + 005 + 001 78,
FhP 0ffshore Procurewent Pavmﬁits(uefepae expen- >
LOLIECIBIy £a] 0 c 0
ditures entering into int'i balance of payments.) :
Other U.S. Govi, Payments (affecting int'l bal.
of poyments -.mil, & civ. pay, construction,pro- 1 P 5
aurement of U;S, mil, uupplqu & equipment.) e e e
| 2 ‘
LOANS
r ' During Period B/31/58 %o 10/31/58 [T A5 of 10/31/58
LOAKS BY S v New Loans || Undisbursed | Outstanding
| "Dl"bulucm“n°$ Repayients Authorized || Commitments Debt .
' 15RD B P = e b CoR SRR 1504 e
EX-TM BANK Py e K ST g 3
DLW SRk ey
PUBT IC L’u! 460 AGREEMENTS
LR . s e § Est.% Dels. la jor Use of lLocal Curfcncy_
p l Date llt-':le }".T_ﬁ.Ollnt ............................... Commodities or Other Comment
I . ' us Eco,Dev,
' - dope o gl
] 100% COﬁ?OI‘L 3. 55 1 - .n‘J 18. 0

% -‘Inclvo.es e O 10 an agrece
ment awaiting signature.

£ 7
Gkle

AL IQ'an and Comments ]01::.'[41!)9 to the above flgl‘l‘c.: are sho.rn en a soparate page,
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T PIPET *rm:. x\mwsm MUTUAL SECURITY. PROGRAM
TS R (In Millions of Doudro} |
o Military As.i stance f{}-, -13/ : 12_:5‘2?3_51_1_% : Decliveries 'Carry_-é_gvf;j;_
=t o Prioy to 1957 -5 - Gy 0 '_ C A g v
FY PosT . - 2 S e R TR R R T g e
o J_?Y el 7 LN N S R T SR O MRSt U R
*Economic Assistance s Oblma..mnq - Expenditures E Carrzdvcg_
. . Prior to FY 1957 O i 2 gt 0 .
U LIRY 1957 , S0 P SR e
s L 24,2 e 23.9
2 FY 1959 (est.) PR 18,0 S

.

a/ Includes value of all grant mlluary assistance, whether programmed
o ona country or non~coantry basis, with the exception of the value of *
excess stocks and cost~sharing pregrams, (In the MAP programiing
process, country programs include such items as materiel and equipe
ment, training and dollar costs of consumables and construction., None
couniry programs include iterns such as packing,crating, handling

and trancportation; spare paris; cost of rclnwbﬂﬂ iting excess stocks;

+* . and advanced weapons). : - i

: , - g and 3 ”;
‘b/ Ezcludes $1.3 million programmed/delivered f\"c);’n stocks excess to
~U. B=Suwvice or other MAP requizements prior to F'Y 1957, e
4 :
. ‘\.: a
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1 FITU\IICIAL LN T‘I( ’10 ¢ "?‘DRT 75 T SRE “I—II“A iy A'“IA
o (In millions of dollars over 95 million, Up to
$5 . million ghown in nearest tenth million,)
CANMBO.IZIA :
Ek“ IDIJURF% hND DELIVERIES - CE?TRIH ‘0, s, ACTIVITIES :
FI 1958 Fy 1659
T T ES'IJ. = e 13 &
Actlxits FY  [ppsen]  Est, (Est. =
' o 1957 | 10/58 | Total |of.11/%
yilifa?y ﬁssigtancc {("ece fqptnbﬁcs Ef_aHQnE/) 21,4 7.5 6.0
Fconom*c h sistancge j ¢ 40,E 37.3 27.5
| Zechnich) assistance’ dy B et ¥ e EI 19 g 2ebe
Information Services 1,0 1" 0.3 0.9 “5;919 ______
Educaﬁiqnal BExchange mmmﬂlﬁ ...... ; 7.35 v 3%
Total | 4363|003} 67055 | 30,82
MAP Sales of Military FEquipment & Services = ~ > e
MAP Offshore Procurement Payments(Defense expens-
ditures entering anto.int'l balance of paywments.)| - :
Other U.S. Govt. Payments {affecting int'l bal., | _ : L
of payments - mil, & civ. pay, conztruction,pro- N/ - NA NACC
curement of U.S. mil, supplies & equipment,) € . o
i
- LOANS
During Period to [ 4s of
LOANS BY 2 AraA s New Loans Undisbursed | Outlstanding
! . Pisbisenents | Repaynen e | Authorized Commitmernts Debt
4
.IBRD ;
07,08 8 6 R LY I W . ISR SN | SRR o
DI.JI“ i J
-PUBLIC L&U 480 hGTEEi ENTS
5 -E ; Est.® Dels, Major Use of Local Currency
D tn 1isle s Commodities or Other Comment
.;9; I 1.1 esat. | to be de- tobacco In procees of nogouatmn
' termined

 All Notes

and Connﬁﬂus relgu1n~ to the abowv flgv"e
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: : AR SRR o MLODI&. , _ '
PIPI".L,-TN E ANALYST MUTUAL SECURITY PROGRAM
ok (In mdmnﬁ 0 dollars) ' o
Ng_jigm:ly A asi stﬂzic.é*.?:, b/ - Programas Deliveries C"'I_’...Xc.’."f.i:r ;
Prioxw to 1957 - 50,4 24,9 * GbsD
YRy 1957 S 8,1 21,4 12,2
" FY 1958 6.2 7.6 10.8 s et
FY 1959 (est,) 12,0 6:0 Y68, ° THhTA
Economic Assistance Obligations ' E:x:peﬁditurc':}ﬂ Ca.rry_over'
Prioxr to 1957 = B3y 0 40, 0 41,0 -
¥y 1967 . 32,5 40,1 33,4 |
EXghE . 25,9 33 22,0
FY 1959 (e’st‘,) 22.5 DfeD +17.0 |
B L : Techmcal Assi s*en_’_'bq‘ : ‘
- Prior to 1957 ' 1.9 0,4~
FY 1957 2.0 1,0 o D
FY 1958 Za) Y90 2.7
FY 19.)9 (wa) 2.2 . 2.0 . 2.9

m" Includes valve of all grant military assistance, whether programmed on &
country or nen- covns,ry basis, with the exception of the value of excess
(IJ- the MAP prog rarnming proces

stocks and cos

t-sharing programs,

“country progrars include such items:

and dollar costs of consumables and
iteme such as packing, crating, -handling and transportation; spaxre

includ

construction,

& as materiel and cquipment, trammg k
Neon=country programes

paxrts; cost of ¥ehabilitating eicess stocks; and advanced weapons),

-Jdg

- delivered by the end of FY 1959,

4,.4. o raillion in ¥Y 1958 and $ro ¢ ma."i on in FY 1959,

157

Excludes $8. 1 million from stocks excess to U. S, Service or other MAP.
requivements fox I‘Y_I‘J.JO =59; of which §7.4 million is estimated to be 5

3

I‘LO.“JI:VL‘.UQ not :-va.:'iab'lc except for Tzwdoc.hma. (Associated Siates,

Cambodia, Laos and Viet-Nam) reported as $19, 3 millicn in FY 1"‘5‘?,
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s PINANCIAL AMNEX T0 SRUTPORT it COUTHEAST ASIA’
(In millions of dollars over $5 million,

Up to

$5 miliion shown in nearest tenth million,)

1BRD

EXPENDITURES AND DT’LlVE’?lTS - CERTAJ.N LAE}J !&CLIVITIFS o o
$re: | - F}.:Estfgsz? Est Ig‘_.,ltg 5:5
- . {Ctmty' o e of JLLES
l‘*i'.i.?.itary _{tSSf_LS,t%m(_"e .('.:ec footnotes _:_/ am} _1_)_/} | 4.3 1 4,&‘6 il
Eco'nchic.)\ssistanc.e & 47.}_" i 35,0 -.'_E:'l., ,
sl it e
Iﬁfdi‘rnitﬁoxl Services : 0,6 0.2 G e 0.7
Educé%ional.Exchahée -, 058 . d?ﬁ 093
[ Total e A e T R
MAP alecs of '*iiii.tar.y quﬂpment & Services g - -
MAP Offshore Pro-c{n'emen{; Pay:mehts(l)efense expen= 7
ditures entering into int'l balance of payments.)| . | L .
Other U.S, Govt. Pdvm nts (affecting i.n’f'.l bal, ; .
e e
LOANS '
During Period o T As of :
LOANS BY :Disbm*r-sen:?nts Repaynents ;:f;;OL:J’;;iI gg&ii}:;i:g OLllcbi}j;Jlng

EX-IM BANK
DIE

" PUBLIC LAV 480 AGREEMENIS

Major

Date .

Amount Est.% Dels,

S Commodities

Use of Local Currency
or Other Comment

.\:

e

.

..\I

&1 Yoteg and Comments rolc.:,lnrr to 'Lho above i‘agures arc shoun on a se;m ate page.
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a/ Includes value of a
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(I Millions, of Dolla.z 8)

uSEC%Ewl

M:l:.ta.ry Assmtance '1{ b{ Proffj}-_ﬁm Da}l‘ffﬁ.{?ﬁ o Carryévei:
Prion to I Y 195( 733, 0 28, 4 ARl
FY 19.)? ! 7- 4'3 7.7

FY 1953._ i R 9.3 R A 12,4 -

FY 1959 (est.) 3 10, 3 6.4 16,3 .

- Economic Ass 1,ance : Obligations Expendituves Carryover =~ . .
Prior to ¥'Y 1 57 88.5 64, 6 230l &

o R i 42,9 47, L 19,5

F'Y 1958 . 297 35,0 14,2

FY 1959 (est.) 20,0 219 12,3 °
Technical Assistance ; i
Prioxr to 'Y 1957 1,0 0,4 0, 6

FY 1957 1.5 0, &

FY 1958 . 1.5 1, Z 1,6

1.y 1.6 1,7

all grant military assistance, whether programmed on

a country or non-couniry basis, with the exception of the value oF cxGess
(In the MAP programming prorow,

stocks and coet-sharing programs,

country pror‘fram“ include such items as materiel and equipment, training -

and dollax costs of @ nsurnables and construction.

include jtems such as packing, crating, handling a

-3

No"z-a.,ovm.ry programs
and transportation; spare

-parts;' cost of “wchabilitating excess stocks; and advanced weapons,, )

\

b/ B cTudes .p] 1. 8 million prograramed from stocks excass to U, S

Sexvice or other MAP requirements for FY 1950« 59; of which ‘311 C million
: 1B cch.mc.pco_ {o be dohvm ed by the end of 'Y 1959, :

t‘f Information not availakle c:;cep.. for Indochina (Aesocnwc. States,

C‘.a,mboma, Ls.on aml Vzea.uN m) 1‘039::-: i.c,u zm $19,3 mﬂboa in Y 1957
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: FINANGIAL ANNEX T0 REPORT il ZOUTH ;_,_g&}_{;‘_,g_&_‘,ﬁ_m : - v
3 (In millions of dollars over $i5 million, Up to : @ o= ol iy 2o
65 ‘million ghown in nearest tenth mi 1lion, ) ; ' i
el v PRI e MALAYA AND SINGARPORE . -
EXFENDITURES Al D DEL IVERIES - Lr,m‘AIi\l U, S, RCTIVITIES : _
e ‘ B N 2 NE - 1990 FY 1959
Actwlty ; g 2§ mlsb, £ BE (Est, as
- D 1957 |T07HE | Total orl1/ee
ﬁﬂltu‘v !‘._.5 tance ) N
Economic Assistance
35 :Tec'hn:ical Lssistance [ ] At Al B ) g
' ( Malaya 0,6™| 0,1 0, 4 0. 4
Il’lfol‘mdtl on Services ( gingapore : ST [ S S 0,2..]..9:2. .
i Sy ; IV."]..:LYB. - IZZ _ i .-17 . 23
I:.d11¢at-mm I‘xolnna«, ( Singapore _ e +079| - e 069
: Total™ [..9.,82| 0.2 | . 0.849) ..0.897
JAP Sales of Military Equipment & Services
MAP Offshore Procurement Payments(Defense expen-
ditures entering into int'l balance of payments.)| . . N
Other U.S. Govi, Payments (affecting int'l bal.
of payments - mil. & civ, pay, construction,pro-
curement of U,S. mil. supplies & equipment,) ol i T
Sacludes Cingapore, 2
LOANS ' '\"
_ During Period 5/31/58 %o 10/31/58 || As of 10731758
LOANS BY Vo Ly New Loans Undisbursed | Outstanding
; ) ]J_ls,lyuru\(?mcnts Rt’pa‘ﬂ““‘nts Authorized Commitments | .  Debt
O R 56t || ane T a5k
R T res -'-.-\\ ot o i .
<+ 7| BX-Hf BANK C il el e el R , e 5
i 2Lt (iralayp) - LR _ 10, skt \
] L @R g Tins: Sdaar Thragt - early July.
PUBIJC LA N 480 !\G.‘LGE"E‘HS :
; : " |Bst, % Dels, Major ' Use of Local Currency
ate Pitle  Amount _ e :
“_Ei}:_-_ __:ljt"c RRE e e R Commodities .___or Other Comment
¥ oy Malaya ozﬂy._ Agreement providing for this loan has bc:.n s\rr'i._,d rmt the -
loan does not become cffective and disbur sermcnis thereunder do not-stuvi-until”

the borrower and guarantos whc certain actions and fm‘n- sh certain docurnents
to the Banl, Py g S 440 E"g o TR e L)

.x...‘.u o T s 2 t_.'_"_:-..t.l.\.'oJ-
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. FINANCIAL ANNEX.TO REPORT .7 CCUTHEAET ASIA

(In millions of dollars over §5 million,

....................................

Up to

$5 million ghown in nearest tenth million,)
. VIET-NAI/L :
- CERTAINU., 8. ACTIVITIES

XPENDITIURES AND DELIVERIES

.

Ac

>>§ity

"IFY 1958

Try 1559 |

FY
1957

Est.
Total

(Est. as
of 11158

CRli

Econiomic Assistance

Technical Assistance
. |'Information Services.

Educational

Dxchange - -

lilitavy Assisiance (Cce fobtancies af and b/) ‘
nliea e . = i - e  sad

X

e

. %,

Total

81,6

27,8

33

MAP Sales.df Militafy'Equipment & Services -t S

MAP Offshore Procurement Payments(bafense expen- '.ﬂ'

4 | Other U.S,

ditures entering into int'l balance of payments.)
Govt. Payments (affecting int'l bal.

f payments -~ mil. & civ, pay, construction,pro-
I curement of U,S. mil., supplies & equipment.) € '

......

NA |° )

 LOAWS

: , . ELo;f{ltzs BY

1 During Period

to

As of

Disbursements

Repayments

YNew lLoans Undisbursed

Authorized

Commitments

OQuts tanding

Dabt

¢ - IBRD

T

E;I BE-TH BANK

~

~ PUBLIC LAW 480 AGREEMENTS

ol e

-Tiﬂg

Amount

Est.% Dels.,

" Major
Commodities -

Use of Local Currency
or Other Conment

|

TY 58

ok B

to be de-

ol 0

frermined .’

tobacco S  Mil, Bud,

Usges

Suppoxrt

Total °

"B 0 3.0

i

ALY otes an

d Commentis relating to the sbove figures are shown on a

0 R

SEepe

o

arate page,

Py

(1
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SECRET
. VIET-NAM
PIPELINE ANALYSIS, MUTUAL SEGURITY PL\.C‘uRA_M
'  (Ia Millions of Dollars)
Military Assistance ?:‘:,{ :‘E_‘./ Programs Deliveries - 9 Carryover
Prior to ¥ ¥ 1957 2941 173, 8 120, 3
Y 1967 T3: Q = 112: 5 €0: 3
~FY 1958 a5 .. Bl b BE.7 10 5= :
FY 1959 (ests§ = - B RS 47,8 78.9
Economic Agsietance Programas Expenditures Carryovern
Prior to ¥y 1957 522, 1 L321,2 200, 9
FY 1957 ; 253.9 ‘249, 5 T ST205, 3
. FY 1958 174, 4 209, 5 170, 2
. FY 1959 (est. ) = 1370 . 1832 ° 164, 0
.chhja:r*a'[ Arrlsg_aipcg“ ,
v Prior to I'Y 1957 iy X 2.8
. FY 1957 4,4 1,8 5, 4
 FY 1958 \ 4.0 2.1 6.7
"~ FY 1959 {ests) \ 4,3 3.8 Tol

'E";/ Includes, value of all grant military assistance, whether programmec‘f on
. a country or nonecountry basis, with the exception of the value of excess '
stocks and cost-sharing programs. (In the MAP programming process,
- country programs include such items ae materiel and equipment, training
and dollar costs of consumables and construction. Nonecountry programs
include items such as packing, cx ating, handling and transportztion; :

" gpare parte; costs of rechabilitating excess stocks; and 'a.dvﬁnccd WCapons.
Epars M _ : & B B

b/ E::pl.t1:ies $46, 8 million programmed from stockes e}'c'es's to U, S, Sex vice
or c:i:l;'er MAP requirements for FY 1950-59 as well as a pend mg program

increase of approximately $4. 8 million; $47. 5 million is estimate | to be

_ dehvc; e-l by the end of 'Y 19.39

¢/ Info smation not available except for Indochina (Asso io, ed States

2 Cambodia, Laos and Viet~Nam) repovted as $19, 3 million in ¥'Y .957;

@29 0 141111;01* in Y 19"8 and $1. 7 m.d?:oa in J“"/ 1959,

et
~
i

.
\
s
ey
Hd
1
'}



S R e e - -




Declassified per Executive Order 13526, Section 3.3
NND Project Number: NND 63316. By: NWD Date: 2011

THE JOINT CHIEFS OF STAFF
Washington, D.C. 20301

- JCSM-97-59
19 Mar 1959
MEMORANDUM FOR THE SECRETARY OF DEFENSE

_Subject: Airfields for Vietnam (U)

1. Reference is made to the memorandum by the Joint Chief
of Staff, for the Secretary of Defense, dated 18 December 1958,
subject, "Jet Aircraft for Vietnam (U)."

2. Subparagraph k4 b of the referenced memorandum states
that it is deemed advisable to request the International
Cooperation Administration to include Cap St Jacques in
addition to Tan Son Nhut in their program for airfield im-
provement, under the guise of commercial aviation.

3. Subsequent review by CINCPAC and the Joint Chiefs of
Staff indicates that Tourane would be preferable to Cap St
Jacques. Tourane's advantages outweigh its relative vulnera-
bility. Its forward position would be operationally useful.
Its improvement would require less money and time than would
Cap St Jacques. Tourane's position on the Bangkok-Hong Kong
air route lends plausibility to its development as a commer-
cial jet facility.

L, Tt is recommended that Tourane be substituted for Cap
St Jacques in the International Cooperation Administration's
improvement program as the proposed second jet facility for
Vietnam.

5. It is requested that you advise the Joint Chiefs of Staff
of your position and the views of the Department of State on this
matter, i . order that CINCPAC may, in turn, be informed.

For the Joint Chiefs of Staff:

N. P, TWINING,
Chairman,
Joint Chiefs of Staff
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January 22, 1959

MEMORANDUM FOR THE CHATEMAN, JOINT CHIEFS OF STAFF

SUBJECT: Aircraft for Vietnam (U)

By memorandum dated 30 December 1958, the Joint Chiefs of Staff
recommended that thirty (30) AD-4 type aircraft be substituted for T-28s
in the Vietnam Military Assistance Program to replace F-8F aircraft now
used by the Vietnamese Air Force. We are advised by the Air Force that
the F-8F aircraft are supportable through Fiscal Year 1960 and probably
through Fiscal Year 1962 and, although obsolescent by U.S. standards,
remain capable of performing their mission. While s more advanced
capability for the Vietnam Air Force is both militarily and politically
desirable, we question the advisability of introducing AD-U4 aircraft at
this time. '

Although the ASCP rate for the F-8F aircraft is extremely low
(average less than 2% for the last 18 months) the utilization rate
(monthly average 7 hours ver assigned aircraft during Fiscal Year 1958)
is very unsatisfactory. This unsatisfactory utilization rate, which is
50% of the programmed flying hour requirement, is because of high
unscheduled maintenance rate and substandard logistic practices, aggra-
vated by a lack of trained supply and maintenance personnel. The result
has been an in-commission rate of less than 35% during the past few
months. This poor maintenance and an inability to operate the logistics
and supply facilities necessary to support these aircraft are partially
due to the fact that the Vietnamese are changing over from a French
operated system to a U.S. recommended system which must be operated
by the Vietnamese themselves. :

Because of the above and the tightness of the 1959 program and
in light nf the coming Congressional presentation, we believe it
advisable, until there is improvement in Vietnamese training and mainte-
nance, and at least until Fiscal Year 1960, to withhold the proposed
substitution of AD-4 aircraft for the F-8F aircraft.

SIGNED

John N. Irwin, IT
Assistant Secretary of Defense (ISA)

1183
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INCLOSURE

e ~ .n
&
.

.‘JU?BJ_'C‘T DLP3Ment of Defense Aesmmmb of Responsibilid _ch for the 2 - :
0CB Opexations Plan for Viet-Nam ¥ 3

. . .
- . ¥
[

PAGE  PARA. " _COURSES OF ACIION LA qupo.\_,n, LI

6 :: AT .- - Popularize, ‘parbicul arly in neutralist nations = Assir_gned %01 JCE:

: - ... of Asia, rthe image of a gemuinely independent ; '-'Bu;gj.p_or'i;. 0“. 5D/ 194
"+ Viet-Nen sbriving by its owa will and as much = ! :

es posplble with its own resourced to enhance

its abllity to defend end strengthen Lto

$ndependence, - (0CB Assipmment: ‘AlJ sgencies;

Timing ~. Conbinving)

7 ° .23  Deter the Viet Cong (formerly, called Vieb Minh) Agsigned to; JC3

: ‘ from attacking or subverting Free Vieb-~Nem e A e

.. , ox-other ncig,hhovmg states. (OUB Aggigoments ¢ ° 7 -
" . Btate, Defense;. Timing - Continuing)
N s Probe weaknesscs of the Viet Cong end. exploit - "Assigned to: - JCS
K = then internslly end interna tionadly whenever . [ "= Rl ol g R

°  possible. (0CB Assignment: “State, Defense, -, AR EEAS Lol
. USIA; Timing -~ Continuing) : e

L7 j'.. .

26 . Contime to support the Vietnamese Goverrment by — Assipned to: JCS -
' diplomatic, militery, ecconcmic, and psychological - Support: ASD/ T9A
- means. In these efforts the main object should ‘ o
be to maximize the attractivencss of Free Viet-lNam _ e T e
- In contrast with conditions in the communlst zone: S e g
of North Viet~Nawm. (OCB Assigoment: .All agencilcs;
_Bining - Continuing) ' WL
& 2"{ ‘ Strengthen Vietnamese yelations with and ; Asplencd to:  JCS
' Tof " : rxepresentation in Iaos, Cembodia, the Philippincs, Svppoit: 0.’:8])/ ISA
Thailend, Burma, Malaya and the Republic of R e e it
. - China. Keep the GVN as fully informed &s R B T SRS AR e
... possible of developments in Indonesie in oxder =~ 77 T iy
LN that 1t may guide its relations in the beet : ST s S CS
“interests of the Free World. Support visits by o S e et
_high-ranking officials of Southecast Asien countries . ~. .-
- o Viet-llam and vice versa, particularly from n\.uura,l e (I
counbtries.. -(OCB Azsignment: All agencies; : S
Tinming ~ ConSinuing) :
1L i € Encourage Viet-lam 4d develop cconomic relations Assigned to: OASYH/ISA
o with Japan and the Republic of China, and, &s :
‘., " appropriate, to accord recognition to the :
] contributions to the Vietnanese economy non-citizen -
Pusinessmen have made and continue 1o make wader . o
proper conditions. (OC3 A“m@»umt' A1) egencice;
Piming - Conbtinuing) . e T g
ry) LALCG LI ot Ml SR
H e - F ? e i . : 3
_ SECR I" ﬂ AT

Chad 7



Viet-Nam Contd.

2AGE

—

1L

1

- k2

§g o

L.

e ey
=

#

PARA .

———— e

‘action in accordence with U.S. policy. Prcpere = .
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Tining - Con’m’.nuim) o 2
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COURSES OF ACTION " %  RESPONGIDILITY

“On occasion of an iminent or actusl communist LR fx_ssigfma toy .« JC3

attempt to peize control from within, take
contingency plens to facilitate such action. B W e

Continu, Lnr') o G e
Jointly with other SEATO powers, or secparately, Assigacd to: JC5 °
when appropriate, continuc to encourage Vieb-Nam = - ) 3 .
to send m:{lﬂar}r observers to SEATO military - B .
exercises, vhon such invitations have been |

extended. (OC.B Asslgament: - Primaxy - Defense; =

Suppo.ub - E;l:-a &iming - Co::rbinuincr) o

Continuo %o ijqplcmcnu the mjli't,qx'y essistance - _Assigned tos QASD/ 15
progrem for Viet-Nem. (0CB Assigoment: *__ Bupporb: - - JCS -
Primary - Defense; Support - State; 0 SRR

Seclc %o influence Victnamese defensc pla.ll'l'fnrr Assigmed to;  JC
go that it will be consistent with U.S. end LT .. et

SPATO plans.” Promote & epirlt of cooperation T G
auong the Vieinamese officials and people in e o
order to develop an atmozphere favorable to the ° . - & . s
crployment of U.S. forces, if they shovld be DRArE : .
required In the defense of Vic'u Nom. (OCB S

Assigoment: Primary - Defense; Suppord - State; -~ - -0

Dﬁvclop , throagh training, the madximum coubat ; Ascigaed toss JCS >
capabilitics of the Vietnamese axrmcd forces, PR e 7 ‘ (3, o
including logistical support services. Develop .. .- | =0 oo

‘adequate reserve forces. The present Vietvemese - R
. armed force level of 150,000 should be kept wndew: .. - . . |-

,_.‘--ICA, State; Timing -’ Contiruing) . TR

constant review, relating such review %o the .
external menace, Constant cfforts should be made '

~to cut the man-ycar cogts of Vietnomese troopss.

(ocB Assignment: Primary - Defense; Support - .. . i) :

! i

B ; |
B L SEEORET L e
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. Tining - Continuing)

S

“the military budget and economic development S

U.S. advisors with )l major wnite end schools - . .+

|, Defense College when established.” (ocB ' T (R

‘Btate; Timing - Continuing) il S el B e St

" & viewr to Inciting dissatisfaction &nd ey S
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COURSES 0F ACTION Gl - RT‘SPO:% BILITY

The U.S..should continue to provj de aclccluc:l,c, ' Asa.*gzzed (e -’-‘.SD/ISA

support to the Viebnamesce military budget - Buppoxit A0S
as long &s the threat of asggression so requires, St

" The U.S.* sﬁo'uld exert continuing efforts to effect

rcaucwhns in over-all nmilitary costs and to induce -
the Vietnomese Government to inercase the totel
amount of Vietnamese resources avallable Jor fipancing - - -

Provide equipment to the Vietnamese forces in
conformity with U.S. policy in connectlon with the

Amnistice Agrecnent. (OCB Assignment: ICA,

Dcfon.r:e, State; Timing - Contimuing) s
3 ) T i !
ancourarrc, within the limitations of eveileble - Aspigaed to: JC8

~ ppaces, attendance of: Viebnsmese militery . Svnpo**u. ASD/TSA
. perponncl- et schools of the U.S. exmed forces &na'i. R

al ‘eppropriste f£orelgn echools operated or e, o Al Wy
gponsored by the UeS. aaxmed forces. lMaintain . .« . L

of the Vietn=mese armed foxrces. (o\,ﬁ .!'&"B,’LJ"HOQM
Primavry - Dafenge; Support - IC‘A State;

R - ¢

.

Encowrage Viet-llam %o participate in the Pacific Mm r‘acr'? o1 J08

Afsbign ment: Primary - Defense; Su_ppor‘i‘-‘— -

5

Support the Vietnamese Government's pﬂ;«'chologi cal - Asgiened Go:  JCB

varfere program egaiust the communist zone with et RS S

enco.raging defections. Endeavor Lo prevent | . s

" - ineffective violence or otnﬂr pelf-defeating . " 7. oat ’
actions by dissidents. (0GB A&wl[,'n"llunl.-. AL IR
T\ egencies; Timing - Coﬁnrmm») e L e e i

~ .

Last
- i
[ S0

ey
i

5% SECRET



Declassified per Executive Order 13526, Section 3.3
NND Project Number: NND 63316. By: NWD Date: 2011

SUER R e -
I

Viet-Nem Contd, -« = ° SECRET, e

i AT S

PAGE  PARA, . *  COURSES.OF AGIION % RBSPOUSTDILITY

13 56 Encourage U.S. training and orvientation visits T Assigned to: OASD/ Is!
: ~ for potentiel Victnamese govermaent and " ° .. Bupport: . JC3 |
busincss deadexs. Continue the granting of s ket BT istepyil S0
_ gradvatd level scholarships, with extensions to : Sl
permit attoirment of edvanced degrees of - -
i sclectad- cases. Permit U.S. financing of
© o, v full wndvrgraduvate scholarships et U.S. ,
wiversitics for sclected outstanding graduaten SR L ST e
of Viethamese sccondary schools. Encourage fullest R O T
- essiniletion into Victnamese life (military, econcmic, Tos
pocial, politicel and culiural) of roturned exchangeen,

\‘.

: .. pyarticipants end Urainces. ' Maintalin end strengthen SRS '
Gt AN £ codbact with these beneficiaries of U.S. exchange s e

3 and tradning programs. Proyide them with I R Py RS

continuing accecs to Amcricen gources of technieald; = - ¢ o il
yrofepgional end culturel information, and help — ~— . .« . 3.
them exereise & pro-Free World influence smong A F
fellow Victnamesé. (0GB Assigament: Defense;, ICA, Rt i
USIA, State; Timing - Con‘l‘-inluing) e g s

Ak -57. - ‘Incressc training of Vietnamese technical, - : » - Assigned to: 048D/I
: - - profespgional and adwinistrative personnel in  * 0 ° T N e '
Viet-Jlan , U.S. and third country schocls. e i ? g
(0CB Assignment: ICA, USIA, State, Defensc;
Timing - Contimuing) ' . .
1k 6L Continue training the Vietnamese armed forces hssigoed to:  JCS
: " for their internal sccurity role, including *© ; : s
.counter-intelligence within the armed forces, .
s .+ % - support of policc actions, pacification end . .~ , -
' enti-gucrrille operations, et cetera. (OCB :
Assignment: Defense; Timing - Conbtinuing)

; - : (i
(i LI Continue to translate textbooks on legdership, Assigne | to:  JCS
; enti-gubversion, counter-inielligence, | . Suppoxv: Q:XSD/ 184 -
-\, administration of martisl lsw, riot control, el 1Ty
s cte., into French and Vietnamese for distridbution ' s
- to Vietnamese armed forces. (0OCB Assigrmenty S
Defense, TCA; Timing - - Con‘tin}ling) TR s '
x5 65 “ The Goveroments of Vieb-Nam ghould be encouraged Assigned to: JCS°
. to maintain en effective, well-trained and carefully ]

- Berecned Sclf-Defense Corps, and to continue other ;
activities which erphasize self-help end protection
egalnst Viet Cong.terrorism. (OCB Assigmment: - ICA,
Defenpe; Timing - Continuiljg) et g

- - = P Al
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PROSPECTS FOR NORTH AND SOUTH Vi

LY

THE PROBLEM

SECRET

| ETNAM

-

" To analyze the current situations in North and South Vietnam and to estimate
probable developments over the next two or three years.

CONCLUSIONS | l

1. The prospect of reunification of Com-
munist North Vietnam (DRV) and west-
ern-oriented South Vietnam (GVN) re-
mains remote. In the DRV the full range
of Communist techniques is used to con-
trol the population, socialize the economy,
impose austerity and direct investment
to economic rehabilitation and develop-
ment. ]
forces. In South Vietnam, despite the
authoritaricn nature of the regime, there
is far more freedom. Local resources and
US aid are devoled to developing the
armed forces, maintaining internal se-
curity, and supporting a relatively high
standard of living, with lesser emphasis
(Para. 9)

" 9.In Southi Vietnam political stability

depends heavily upon President Diem and
his continued control of the instruments
of power, including the army and police.
Diem will almost certainly be President
for many years. The regime will con-
tinue to repress potential opposition ele-
ments and depend increasingly upon the

_efiectiveness of the Can Lao, the regime’s

SECRET 8

The DRV maintains large armed .

political apparatus, which is run by
Diem’s brothers Nhu and Can. (Paras.
11-14, 29-31)

3. The capabilitiesl of the GVN arméd
forces will improve given continued US
materiel support and training.” Con-
tinuance of the present level of train-
ing is threatened by a recent finding of
the International Confrol Commission
(ICC) that thie US Temporary Equipinent
Recovery Mission (TERM) should end ils
‘activities by mid-1959. In any event,
GVN forces will remain incapable of with-
standing more than temporarily the
larger DRV forces. ' The internal security |

|
forces will not be hlgle_'fc_o__er_a.'c_lig;_zt_g DRY 33

supported guerrilla or subversive activity
in the foresecable future. Army units
will probably have to be diverted to
special internal security assignments.
(Paras. 15-17, 33—‘?4) |

4. The GVN is preoccupied with the
threat to national securily and the main-
tbnance of large military and security

i
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forces. It will probably remain unwill-
ing to devote a significantly greater share

of resources and atlention to longer range
economic development. Assuming con-
tinued US aid at about present levels,
modest improvement in South Vietnam’s
economic position is likely. However, de-
velopment will lag behind that in the
North, and the GVN will céntinue to rely
heavily upon US support to close the gap
between its own resources and its re-
quirements. (Paras. 19-22, 32)

5. There is little prospect of a significant

improvement in relations between South

Vietnam.and Cambodia so long as the
present leaders of the two countries re-
main in power. Relations with Laos will
probably remain “generally friendly.
Continued suspicion that the French are
intriguing in the area to recapture a posi-

tion of major influence will probably pre-

. nam (DRV) in the north.

vent an improvement of I'ranco-GVN re-
lations. (Paras. 25-27, 35)

6. Despite witlespi'ead popular (liscontrcnt,
the Government of the DRV is in full con-
trol of the country and no significant in-
ternal threat to the regime is likely.
With large-scale Bloc aid, considerable
progress has been made in rehabilitating
and developing the economy with major
emphasis on agriculture, raw materials

and light industry. The regime will

robably soon have laid the foundations
for considerable economic expansion.
(Paras. 37-38, 42, 44)

7. The DRV has no diplomatic rc}altions
with any country outside the Bloc and
its foreign policy is subservient to the
Bloc. We belicve that it iwill continue its
narassment of the GVN and of Lto
though a mlht'ny invasion of either ls
unlikely. (PCU:IS 46, 48-49)

INTRODUCTION

8. The 1954 “prov isional military demarcation
line” dividing Vietnam at the 17th par allcl has
become a fixed boundary separating two en-
trenched and hostile governments, the Gov-
ernmels. of Vietnam (GVN) in the south and
the Communist Democratic Republic of Viet-
The all-Vietnam
elections called for under the Geneva Agrec-
ments of 1954 have not been held, and the
divergent conditions demanded by both gov-
ernments preclude the holding of such elec-
tions.” To date the GVN has been preoccupied
with the threat to internal security posed by
DRV subversion and guerrilla warfare and
with the threat that the Communists’ numeri-
cally superior armed forces will one day invade
the south. However, there are no im‘nicationsl
that the DRV is willing to assume the risks
of US intervention and attempt to conquer

) |
decision would probably be made by Peiping
and Moscow rather than by Hanoi.

9. Meanwhile life on the two sides of the
boundary is marked by an increasing dispar-
ity. The north is organized along strict Com-
munist lines. The standard of living is low;
life'is grim and 10g1mentcd, and the national
effort is concentrated on building for the fu-
ture. The DRV claims il has reduced its reli-
ance on Bloc aid to aboul one-third of its
national budget. Its large army is almost
entirely financed domestically, except for arms
delivered by the Bloc. Both its foreign aid
and its Spartanly acquired domestic capital
arc devoled to restoring and increasing pro-
ductive capacity in agriculture and industry.
In the south the standard of living is much
higher and there is far morve freedom and
gaiely. However, South Victnam's economic

South Vietnam by ml]:t ary invasion. Such a development is st:ll al an early and uncertain
o | 2
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stace, and basic economic growth has bcqn
sIo*:'or than that of the north. The GVN still
depends upon US aid to finance ab'out twio-
thirds of its national budget, including most
of the support for the armed forces.

I. MAJOR TRENDS IN SOUTH VIETNAM

A. Political Trends _

Fo. President Diem continues to be the undis-
puted ruler of South Vietnam; all important
and many minor decisions are referred to him.
Although he professes to believe in 1:epre_senta-
tive government and democracy, Diem is con-
vinced that the Vietnamese are not ready for
" such a political system and that he must

. .. rule with a firm hand, at least so long as na-

! tional security is threatencd. " He also believes
f that the country cannot aflord a political
| opposition which could obstruct or dilute the
government’s efforts to establish o irong and

! “secure state. Although respected for his
! courage, dedication, and integrity, Diem has

'.) .remained a somewhat austere and remote fig-

ure to most Vietnamese and has not generated
widespread popular enthusiasm.

11. Diem’s regime reflects his ideas. A facade
of representative government is maintained,
but the government is in fact essentially au-
thoritarian. The leglslative powers of the
National Assembly are strictly circumscribed;

the judiciary is undeveloped and subordinate
| to the executive; and the members of the
- | exccutive branch are little more than the pei-
sonal agents of Diem. -No organized opposi-
tion, loyal or otherwise, is tolerated, and critics
of the regime are often repressed. This
highly centralized regime has provided reso-
lute and stable direction to national affairs,
but it has alienated many of the country’s
! [educated elite and has inhibited the growth of
. lgovernmental and political institutions which
f could carry on in Diem’s absence. The exer-
| cise of power and responsibility is limited to
i Diem and a very small circle mainly composed
; of his relatives, the most important being his
__ brothers Nhu and Ce_l_.g_._} Nhu is particularly
influential in international affairs and in mat-
ters relative to the southern half of the coun-
try. Can is more concerned with internal
security and the northern half ¢f the country.

12. An increasingly important and efieclive

| mechanism cmployed by the Diem regime to
maintain control over the afiairs of South
Vietnam is the Can Lao, a secmicovert polit-
ical apparatus. Its structure, like that of the
Kuomintang or a Communist party, is based
on the cell and cadre system. The Can Lao is
organized on a regional basis. The soulhern
region is run by Nhu, an a ‘ticulate, pragmatic
activist. It is loosely organized and admin-
istered. The northern region is ruled with
an iron hand by Can, a withdrawn eccentric
feared by most )é’ictnamesc, who seldom ven-
tures from his’® headquarters in Hue. Al-
“though there is considerable rivalry and ten-
sion between the two brothers, there is no
evidence that either is less than completely
loyal to Diem. Diem apparently finds it ad-
vantageous to continue the division of author-
ity as a means of controlling the ambitions
of Nhu and Can.

13. -Can Lao members are active at virtually
every level of Vielnamese political life. Mem-
bership is becoming increasingly important
for professional advancement. One-third of
the cabinet members and over one-half of the
National Assembly deputies are probably Can
Lao men; the aclus! figure may-be higher.
The Can Lao controls the regime’s mass polit-
ical party, the National Revolutionary Move-
ment. It apparently has its hand in most im-
portant business transactions in South Viet-
nam and is engaged in dubious business prac-
tices. Recently the Can Lao has stepped up
-its campaign to recruit key officers in the GVN
military establishment, probably to establish
a confrol mechanism within the only organi-
zation in South Vietnam strong nough to
challenge the Diem regime.

14. Althougli the popular enthusiasim attend-
ant on the achieving of independer ' and the
end of colonial rule has subsided and some
disillusion has arisen, iparticularly among the
» educated elite, there appears to be little iden-
i tifiable public unrest. There is some dissat-
Y jsfaction among military officers largely be- -
cause of increasing Can Lao meddling in mili-
tary affairs. The growth of dissatisfaction is
inhibited by South Vietnam'’s continuing high
standard of living reliitive to that of its neigh-
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pors, the paternalistic attitude of Diem’s gov-
ernment towards the people and the lack off
any feasible alternative to the present regime. |

-

B. Internal Security

15. The Communist apparatus in South Viel-
nam is essentially an operating arm of the
North Vietnamese Communist Party (Lao
Dong), but there have been recent indications
of Chinese Communist participation in its
operations. It is estimated that there are
about 2,000 active guerrillas. They are in
small units scattered along the Cambodian
border, the south coast, and in the remote
plateau region of the north. There are prob-
ably several thousand others, now inactlive,
who have access to arms and would partici-
pate’in guerrilla activities if so ordered. The
guerrillas are able to marshall a force of sev-
_eral hundred men for major hit-and-run raids,
as they demonstrated twice during 1958.
They have recently stepped up their intimida-
tion campaign, assassinating local officials in
remote areas, terrorizing local populations and
disrupting government operations.; The dis-
sident armed remnants of the religious sects
are largely broken up. About 2,000 such dis-
sidents surrendered to the government during
1958 and the few hundred remaining in the
jungle are probably now absorbed or domi-
nated by the Communists.

16. The government has been able to restrict
but not eliminate the subversive and espio-
nage activitizs of clandestine Communist
agents. It is probable that Communists have
penetrated some local army and security units,
village councils, and local branches of the
government. - There is no evidence, however,
that such penetration is sufficient to hamper
~ government operations seriously or that it ex-
tends to the higher echelons of the govern-
_ment. There.is probably a widespread Com-
munist underground in the urban areas, es-
pecially Saigon, and Communist infelligence
of GVN plans and activilies is probably good.
Communist agents are also stimulating unrest
among the tribal minorities in the ceniral
highlands, a relatively inaccessible and
‘sparscly populated area which the goverinment
is attempling to settle and develop, primarily
for sccurity reasons.

¥
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17. South Vietnam'’s 136,000-man army,! sup-
~ ported by the Civil Guard, the Self-Defense
L Corps-and the police services, is capable of
maintaining efiéctive internal security except
in the most remote jungle and mountain
areas. Until mid-1957, the army had the! ;
primary responsibility” for internal securily, |,
and had considerable success. By that titne
major responsibility for internal security had
been given to the provincial Civil Guard
(48,000) and the village Self-Defense Corps
] (47,000). These organizations have proven to
be inadequately trained and equipped for the
job, and units from tlie armed forces have
continued to be called in to meet special situa-
‘ | tions. The size and scattered distribution of
/the Civil Guard and Self-Defense Corps add
to the problems of {raining and equipping
them and of coordinating their activities. In
some regions, they are 1inmtmtcd by Commu-
nists. The police $ervices, which include the
7,500-man Vietnaniese Bureau of Invesligation
and 10,500-man police force stationed in the
main cities, have had considerable sucecess in
tracking down subversives and terrorists and
are developing i;;'-.t.o cfficient organizations.

C. Economic Trends in South Vietnam

18. South Vietnam has made only limited
progress toward basic long-term economic de-

“.velopment in the five years since independ-
ence. US aid during that period, excluding
military equipmeiit and training, has totaled:
over one billion dollars. The bulk.of this
aid has been provided to finance imports of
commodities which have been sold domesti- |
cally. Most of the local currency accruing to
the government has been used to support the
armed forces and to {umnce the resettlement
of over 700,000 1'efug(ies from the north. The
‘GVN meets, out of its own limiled resources,
about one-third of the total civilian-military
budget, including about 15 percent of the
military budget. The GVN does not have the
necessary additional financial resources to un-
dertake a significant economic development
program. :

' See Military Annex,

S q1e3 .|
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- i Tems for the govcmment

19. Basic economic development is also in-
hibited by the GVN's preoccupation with
South Vielnam’s problems of internal segurity
and military preparvedness. It contlinues to
regard programs for long-range economic
growth as of lower priority than the building
of defense strength. Moreover, for political
reasons, it is reluctant to ’pake any measures
which might reduce tlic country’s relatively
high standard of living. Consequently, the
GVN devotes only a small part of available

Diem is hopeful, however, that resources for
“development will be provided from exlernal
sources, principally the US and the Japancse
reparations settlement. There is little pros-
pect for private foreign investment, primarily
because “of the unsettled sccurity situation,

and ofther factors creating an unattraclive
economic climate.

20. Another aspect of the economic situation
has political as well as economic ramifications,
A considerable amount of US aid is in the form
of grants of dollars which are used to import
: { commodities. This practice has tended to in-

hibit the development of local consumer goods
industries, although steps are now being taken
I to encourage domestic industries. It has sup-
1‘ ported a standard of living higher than the
|_country could maintain on its own resources.
would probably creafe serious political prob-
The present slow
» pace.-of “economic development holds litlle
" promise that the gap between the present

—

: living standard and the capacity of the econ-
* omy will be closed in the foreseeable future.

1. Nevertheless, South Vietnam is making
some economic progress. The heavily dam-
aged transportation network is being repaired.

After an initial period of f1usLmL10n and
delay, considerable progress is being made in
a modest agrarian reform program. In addi-
" tion, almost 100,000 persons from crowded
 urban and coastal areas have been relocated
on land development projects in the Meckong
delfa area and in the sparsely populated cen-
tral highlands.
these last maentioned projects has not yet been

] ————

resources tolong-range economic development.. [,

angertainty regarding GVN economic policy,-

- planned results.

rﬂ significant cutback in the standard of living

The economic viability of”

proved. The 1‘|I-scti;lcment of refugecs from
the north is about completed. Rice produc-
tion is approaching 1939 levels, but increased
domestic consumplion has kept rice exports
far below prewar levels. Rubber has sur-
passed 1939 levels and has Iep]accd rice as
the nation’s major export. 5

22. Some constructive long-range measures
are being taken. The GVN is attempting lo
increase internal revenues by strengthening
its tax system and is trying to restrict domes-

" tic consumption and total imports to about

present amounts. If the main part of the
defense burden is carried by the US, it is prob-
able that over the next few years the steps
taken and planncd by the GVN will enable
domestic production to expand and thus re-
duce the balance of payments deficit on goods
and services, which was about $190 million
in 1958. The planned development of man-
ufacturing would make possible over the
next five years the lowering of import require-
ments by about $25 million a year.. In the
same period the trade gap should narrow by
another $30 to $40 million if land development
and rice productivity programs produce the
Even if thesc results are
achieved, hgwever, South Vietnarh will still’
have large foreign trade and internal budget
deficils and continue to depend upon US aid.

D. South Vietriam's Foleign Rclo-iions_

23. South Vieinam’s foreign policy is based
upon fear of and rigid opposition to commu-
nism, anil upon a conscious dependence on.
the US as ils major source of assistance and
protection and as its principal in :rnational
sponsor. The GVN leaders desire to maintain
and to assert their] nation’s independence,
which they believe to be endangered most di-
rectly by the aclivities and milita' , strength
of North Vietham. They are also concerned
over what they consider the weakness and
pro-Chinese Communist orientation of Cam-
bodia, and the machinations of the Freneh.

24. DRV: In responding to persistent DIV
bids to “regularize” relations, GVN policy is
to impose conditions il is sure will be un-
acceptable. . By this means the GVN secks to
impove i'.;r; propaganda position, while main-
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taining intact its opposition to closer contact
with the DRV. Although the GVN may agree
to limited discussions with DRV rcpto<i~nm-
tives, such as the proposed negotiation re-
garding administrative problems of the De-
militarized Zone, it is not likely to enter inlo
any broader discussions (whethier or not held
under the auspices of the International Con-

* trol Commission (ICC)), and even less likely

to agree to the establishment of regular official
contacts with the north.

925. Cambodia: Relations between the GVN

and Cambodia have become acutely strained.
Diem is convinced that Cambodia’s Prince

Sihanouk is untrustworthy and is tolerating,
if not supporting, anti-GVN operations on the

* tambodian border area by both Communists

and non-Communists. The GVN leaders have
little confidence in the ability of Cambodia
to resist Communist pressures and they pre
convinced that Cambodia’s recent recognition
of Communist China shows that there is little
will to resist. The GVN is fearful of a Com-
munist takeover in Cambodia which would
provide a base for subversive operations or at-
tack.” GVN leaders were closcly involved in

. recent anti-Sihanouk plots, and probably will

continue activities designed to stir up anti-
Sihanouk feeling both inside and oulside of
Cambodia and to lead to Sihanouk’s downfall.

96. Laos: South Vietnam's relations with Laos
are on a generally friendly basis, especially
since the Lao Government has indicated
greater awarencss of the Communist threat
and has become more oufspokenly pro-West
in its foreign policy statements. The GVN
has undertaken to advise the Lao Government
on an anti-Communist program, has offered
to train some Lao troops, and in other ways
is seeking to stiffen the anti-Communist posi-
tion of the Lao Government. However, GVN
worries have been only partially relieved by
recent Lao Government measures to check
Lao Communist political activity; the GVN
continues to feel considerable disquiet because
of North Vietnamese pressures along the DRV-
Laos border.

27. France: The GVN leaders continue to sus-
peet the French of intriguing to overthrow the
Diem government and to increase their influ-

[}

ence in South Vietnam. French businessmen
and officials in South j’iotnzun are carefully
watched and the scope of French commercial,
cultural, and educational activities is re-
stricted. The GVN lecaders also believe that
the I'rench are at least partially to blame for
Cambodia’s apparent drift towards Commu-
nist China and for the failure of recent anti-
Sihanvuk plots. Althopgh many South Viel-
namese leaders have :l cultural afMnity for
France, GVN-French rizlations are likely to
remain cool.

28. US: Although we do not expect the pres-
ent close GVN-US relationship to be under-
mined, the GVN's sensitivily to its dependence
on the US is likely to grow and to complicate
our dealings with it.[]Nhu and some other
leaders have expressed resentment al what
they consider US atiempts to dictate to them
and to restrict their freedom of action at home
and abroad. Diem has indicated that South
Vietnam expects the maintenance of large

. US aid and special cons:delatlon from the U.:.

as a reward for its kteadrast support. Failure
to receive such special consideration could
lead Diem to assume a stance of greater in-
dependence vis-g-vis the US. However, In
light of Diem’s strong aversion to the French

~and in the absence of any acceptable ailerna-

tive source of support,jhe will’alinost certainly
avoid jeopardizing bas:¢ US-South Vietnamese
ties during the period of this estimate.

E: Outlook for South Vietnam
29. The prospects for continued political sta-
bility in South Vicinam depend heavily upon
President Diem =nf his ability to mainizin
firm control of {1 army and police. The re-

gime’s efforts to aszure internal security and

its belief that an authoritarian government |

is necessary to handic the country’s problems
will result in a conlinued repression of polen-
tial opposition} elernents.

This policy of re-

pression will iithibit the growth of popularily. |
of the regime, and we believe that dissatisfac- |
tion will grow, particularly among those who |

are politically conscious. The power and un-
scrupulousness of the Can Lao, if unchecked,

will probably prejudice the prestige of the gov- |
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