Aor32 30, 1963

SUNECT: Tinancing, end the Future of the Counter-Insurgency Effort
in Vietnam

REF : Bmbassy Telegram 959 (Limited Distribution) dated April 26, 1963

l. VWe are wvinning the war in Vietnam. As predicted, the Viet Cong
have begun a broad series of attacks against strategic hamlets. By the
pattern of their recent attacks they demonstrate that the Strategic Ham-
let Program has begun to hurt - that they feel forced into action whieh,
if continued, can only further separate them from the people. Drsmatic
proof that the Strategic Hamlet Program can achieve its objectives lies
in the recent operations in Quang Ngal province. There, all but one of
the hamlets attacked resisted the Viet Cong; many voluntarily offered
food and help to the Army; and the Army itself felt free to continue with
a ph.nned operation intmded further to cxtmd the strategic h-nlet area.
2. We are now asked to give up essential ingredients of vhat has
proven to be a winning formula. We are asked to give up direct US funding,
and t0 give up effective US participation in the province sdministered
counter-insurgency operations directed at winning the people. Yet, it is
precisely this participation, and the funding system vhich has supported
and made it possible, vhich are essential to the success of the program.
Yor this reason I cannot concur with, and must register my strong objection

to, the change in funding procedures described in reference telegram. The
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doubts tierein expressed as to the workability of the proposed funding
system are more than justified; to risk destruction of the program in
the provinces in the face of such grave doubts is not.

¥e are sincerely convinced that the Provincial Rehabilitation Frogram,
and the Strategic Bamlat Frogrem which is its heert, could not have
achisved its present measure of highly encoursging success vithout:

a., Frovision of funds by a U8 sgency directly to the respon-
sible officers in the provinces, as in the presant funding systam; and
b. Respmsibility for expemditure (and thus for many actions)

in the figld being shared Ly the GVN responsible officer (the Frovimce
Chief) with a selacted US officer. This requirement is now admirably
met by the device of the Joint iProvincial Comittee which alome can autho-
rige the expenditure of the funds requisite to the success of the program.
(The "veto power' menticned in referenced telegram is, in fact, precisely
the opposite in its effect; for it is most often an sprroval which gives
tohe province chief the becking which he feels he needs. Exceptionally
it is used as a veto, a veto of injudicious or improper fund use; the
reason why the OVN originally vanted it. It has been a most valuable
device to facilitate the right sxpenditure at the right time for the right
purpose. )

The GVK proposal completely eliminates both of these essential snd
mitually reinforcing ingredients of success. Had either been lacking fram

the beginmning, I delieve the failure, rather than the success, of the
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Strategic Hamlet Program would now be apparent. True, that fallure night
Daar the eame superficial appesrance of success as it pow does in those

few provinces where it is a failure. If we accept full GVN control of

financing, and give up the right of approval of proposed expenditures at
the province level, we virtually eliminate the US from eny significant

voice in provincial affairs. This will be tantamount to giving up any

sppreciable influence over the conduct of the most important part of the
war and leaving it entirely to the discretion of people who are only bde-
ginning to learn how to win it.

3. Before going into the bases for these strong statements, I must
make clear that this paprer is neither destructive criticism, nor a nega-
tive approach, but & realistic appraisal of the problems whicii face both
the GVN and the US. It is our belief thet the OVN and the majority of
its leadors have made an admirable effort to overcome almost insuperable
obstacles, and thmt the US must continue to give understanding, intelli-
gent support to them. Thousands of Amaricans have labored, and are labor-
ing, long and well in this support, often sgainst obstaclss vhich seenm as
great as those facing the GVN. Neither UB nor Vietnamese interests will
be well served, however, if we fall to see clsarly the vesknesses of in-
dividuals and of systems; if wve fail to make allowence in our plans for
known veaknesses as well as known sirengths. The statements and criticisms
herein are necessery to make clear, and thereby to help overcome, same of

the obstacles faced Dy Vietnamese and Anericans, snd to prevent the creation



of now obstacles.

4, Certain basic facts mnd situations must be understood. First
in importance to tue present problem 1s the realization that, as is
generally agreed; the success of the Strstegic BEsmlet Program (vhich is
the core of the Frovinee Rehabilitation Effort, and, i{ndeed, of the
govermnnt effort to sscure the support of the population) is now essential
to victory in Vietnam. Comnversely, fallure of the Strstegic Hamlst Program
will inevitably mean dafeat in Vietpnam, unless the U8 18 prepared itself
to take over toe eonduct of both ecivil and military efforts, with a com-
msnsurste incresse in the resoxrces snd persommel comeitied to the gtrugrle,
and in the inevitable losses.

Second, the Strategic Hamlet Yrogram, or any progra m, dapands
on giving the man in the field the msans and the authority to do his Jjob.
Success of the strategic Hamlet Frogram in Vietnem depsnds on the indivi-
dual province chiefs naving the resources, the authority, and the will to
use them, and the knowledge 1o use them well. This roguires that the US
be prepared to give on-the-spot guidsnce snd eneeursgemant, snd back this
up ilmmedistely with the maeans which the proviance chief needs.

The provision of US funds direetly to the provinees, and the
mechanism of the Joint OV/US Provincial Committee have made these actions
pessible, and effective. (At the same time, they have provided a mechanisa
for substantiaslly reducing the possibility of improper or delayed use of
US resources, snd thereby reduced the likelihood of edverse criticisa,

2ither domestic or foreign.)
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5. The funding proecedure vhich reference Babtel proposes to sccept,
inherently guaramtees too many undue delays in tha use of funds. It
renders the UB ineffectual to prevent such delays and equally unable to
prevent their injudicious use. Many fectors contribute to the inevitabi-
lity of undue delay, not least of which is the actual working of tue
Vietnsaese Govermment, which one minister has privately dascridbed as
organized cheos. Another is the still strong (and in some quarters in-
creasing) reluctance at the national level to delegate suthority.

6. Reflecting this, and perhaps the most nearly insuperable problem,
is the reluctance of many province chiefls smd other officials to assume
respousibility for action, particularly when that actiion is the distursal
of funds. For exsmple, in Jusie 1962, {t vas reported and verified that
no action hed been taken ar could be taken in Hinh Thuan Province to
Teed Houmtsgnard refugees. More then 65 literally starved to death in five
veaks' time, - despite the fact that 20 million pisstres had sarlier been
personally advanced by the President to the Comsissioner Ceneral for lend
Develomment for feeding them. The ssme thing vas happening throughout the
country, ¥ith CAS being the only raspomnsive agency, Auarican or Vigtnsmese,

Since the Joint irovineisl Committees have came into existemce
with funds at their disposal, the GVN and USOM together have been able to
vrovide almost instantanecus response tc emergency requirements. Ho
Montagnards have starved or beem obliged to returm to the Viet Cong for
lack of support. A gutifying record of meeting other neeads, such as
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those of hamlets destroyed by the Viet Cong, has been established.
Despite this, the provinece chiefs wvith few exceptions are not resdy
themselves to sccept responsidbility. Many have expressed to me their
fear of sperdling checks for the one million plastres given to them in
October 1962 by Mr. Rhu for the initiation of Province Rehadbilitation
Frograma. They have felt that the expsnditure of this money without
meeting accepted complicated CVN accounting procedures would certainly
result in charges of graft. Consequantly, many still have much of this
money on hand.

7. The Govermmant in Saigon, 2ven if it made the money available
pramptly, would be unlikely to give the necessary flexibility in its
use to the Frovince Chizsfs. My intimate comtact witi many Vietnsrmese
officiels and their subordinates on a dsy-to-day basis convinces me
that the vast majority, begimming with Mr. ¥hu and the rresident, are
not psychologicelly prevered to nake a dacemtralised, post-audit system
work. Moreover, the Ministries, with the possible exception of that for
Rural Affairs are, if anything, even less prepared to accest it. A
substantial groundswell of opposition to the idea hase, in my opinion,
been crested by cur six months of decentraliged operation. The bureau-
cracy s223 itself losing control of the Frovince Cuiefs. Certainly,

Mr. Nnu has made it clear to us, via Mr. Richardson, that he feels the
province chiefs now have too much power and authority, and that this must
ba reduced in the near future. Will he maintein oven a vestige of local

power and autonomy when, in affect, he himself will be giving the provinee
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chiefs their critically needed money? Responsihle officials in tae
Govermmenrt in Saigon have privately sssured me that the post-audit
concept will not be applied to GVE funds, regardless of promises, and
thers are many indications that this is true. (They have also expressed
grave doubts that the Govermment cen operate effectively in the provincee
vithout U participation.)

8. Even if we could be sure that Mr. Nhu would make adeq.ste end
timely alloecation of funds under a nost-sudit system, such funding
would not serve the counter-insurgency program vell. Inevitabdbly, the
principal criterion employed by the I'rovince chiefs in their use would
be the undersiood desirss of Mr. Nau. In other words, tue majority of
provinez chlefs would feel campelled to sirend money on window-dreasing
for Saigon, rather than to spend it on wrojects which would directly
help the people or the progrem ~-- ut be less spectscular.

In screening many of the strategic hamlet jrogress reports turned
in to the Interministerial Committee by the province chiefs, I nave found
only one out of the forty chiafs, (Colonel Cheu of Kien Hoe) who has had
the co.rage to state flatly that his lack of progress is due to the hoe-
tility or iadifference of much of the population, and that tiis cannot
be changed quickly. Ve must sccept the fact that, at this ti e. nany
of the provinee chiefs would prefer to take the people from iaelr egtadb-
lished homes and herd them into quasi-reiugee camps, calling tuem strategic

hamlats, rather than risk the wrath of Saigon by telling the trut::. Hany



Vietnanese afficials, including many of the provines chiefs thauselves,
admnit that this is true.

3. Acsmming that theforegping obstacles could be overcome (which they
cannot be in the ‘oreseeabls future) there would still remain the obstecle
constituied by the very human and very Vietnamese reluctance to accept
advice. Vistnmmese themselves adnit e tondency to xenophobia; to an un-
Justiried belief taat they know gll about this kind or war (vhich they
showed no signs of wimning until the initiation of the strategic hamist
program) and a strong conviction that you Americans cen nevar undersiand
our problems.” (A1l thewe beliess are Pfmllacious, yet they mre shered by
to0 many Americans.)

An accpatance of these fact& must not be construad as disperage-
ment of the Vietnamese and tue canclusion must not be drewn that little can
be done because oi this reluctance to accart advice. On tie conirary, we
must anderstand tiiis psychological eclimate, snd undarstand thaet if we out-
siders lose our ability to back words witi deeds -- l.e., money -~ the
vaine placed on our advics 18 greatly depreciated. witacut substential
U8 influance at the provincial level (and the influence oi MAAG advisoars
as vell as US04 representatives. in most provinces depends heavily on their
participation in the funding process) the Vietnanese government is most un-
likely to succeed in truly winning the royulace -- in which case the war
is lost. In e few provinces the advisory relationship necessary for ithe
vrogram to succeed will comtinue 2ven without direct UB particination in

funding. Certainly, tbhis will not bLe true in provinces where operations



are nov going bedly becsuse the provines chiefs are inapt, dishonest,

or both (examples are Vinh Long, An Giang, Dinh Tuong, Phuoc Thenh, Ba
Xuyen, and Kien Tuong provinces). In those we now exert little influence,
snd now recsive almost no cooperation despite the Joint Comzittee procedure.
Once we are frozen out of the funding, o r influence will disepresr alto-
gether, and US personnel i{n thoseprovinces will be only unwelcome reporters.

10. PFour of uhe provinces nsmed above are critical to ithe vacification
of the Delta. If we are not sble to influcnce the course of evenis in
those provinces, I believe the Strategic iamlet rrogram will contimus to
be a failure there. Conceivably this situation nay be remedied by the
GVN replseing the province chiers, but since two of then are favorites of
the President, early sction sesms innrobable. Certainly, we cen exert
no influence by controlling commodities. Thig type of official would
rather see the veople of his provinee suffer f{rom lack of toem tnan glive
ug the slightast voiece in aflirs there.

11. ¥illingness to accapt the GVN position seams io asome extent
impellsd by a belief that retaining control of ¥l 460 and other commodities
means retaining influence; meaning, in effect, bargaining power. Any HAAG
advigor can testify o the fallacy of the concept that control of supplies
necessary iepplies effeetive influence. Actually, in many cases we could

not even move these supplies and put them to work withgut funds over wuieh we
have joint control. This has most certainly been true in arsas where our
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influence is limited. In most other provinces it is to be expected that

the movement and use of our supplies will in the future be sbarply limited.
The province chiafs will have other sndhigher priority uses for their funds,
or will insist that, if moved, the supplies must be used for vurposes to
wvhich we cennot sgree. For instance, almost evary province chief bas placed
top priority on the use of cemeut for the econstruction of permanent housing
for CG and SDC dependents. We hsve consistently refused, beceusa this un-
programed use of nearly all the cement avaeilable would virtually slimingte
needod, plamned, econamic and social develomment projects of Jar greeter
impact.. Ve have mede ocur decision stick only because we have access Lo funds
to move the cament, and to use it for the sgread purposes. Without these
funds, this cement would be sitting herdeming in the wareiouses of nany
mrovinces.

To cite another exemple, w2 could never aave moved ocur Zartilizer
in Central Vietnmu had it not been for the miscellgneous funds in the
provincial agreements. Many province chiefs would have preferred to hold
the fertilizer at provincial level rather than use money to move it to the
users. Creparing model hamlets for a presidentisl visit or a lasvisbh dis-
play of propeganda in some aress would have taken precedence. Y could not
recammend ordering any more fertilizer umless we have same access to funds
at mrovincial level to insure it resches the peopla.

All the experience gained in provincial operations dating far
back bafore the ‘rovincial Reshebilitation Program, as well as experience
with the latter, shows that supplies in mrovince warehouses are ss msaning-
less as smupolies in Saigon warehocuses. (There, Preuch tools rusted for 10
years, until we found the funds to move them cut.) W¥e must have the maney
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to move supplies to the peopls before thay will have any counter-insurgency
value.

12. To mm up, I believe ve should suploit suceess by continmuing
the system vhich has produced this success, rather than changs horses
in the middle of the stremm. If wve camwt withdrew the pecessary funds
from counter-part vithout unduly exscerbating relations with the GVN, let
us generste them in some other wvay. A special limited source (UB) commercisl
credit night be established for the GVN, in exchangs for the delivery to
USOM of plastres to be spent in suypport of the Provinee Rababilitation Pro-
gru,,inbxzomofthopouﬁintm. If funds can e gmersted in no
other vay, & now special piastre purchase would de relatively inexpensive --
in camparicon to the almost cexrtain costs of failure in the Sirstegic Hmlet
Frogram.

The smount required weuld net be large. 1,342,542,000 VB$ (round off)
is the best preliminary estimate of the additicnal funds required to maintain
effective spport of the strategic nemlet program until the end of fiscal
year 6k, by vhich time the Strategic Hamelt Program should be through its
most critical phase. The CVN says it is willing to put up 2.3 billien
piastres for all of UBOM expenditures. This, ve bdalieve, will not de forth-
coming and useble in a timaly, effective mamner, but some will undoubtedly
be forthooming. An sdditional § million dollars, in piastres, for dis-
ursal under presant procedures, would provide, we belisve, a sound opersting
cushion, enough to make our influence effective and to keep the Strategic
Hsnlet Progrem progressing satisfactorily -- if the GVE honars its commitments.



xfitmm,ManunmmmsemgmuW
action can betaken.

%mwtmingthematthtmbplne%um-iw
eanbevanwmthtmmwuotthcmh. It is my profound
emiﬂim,ﬁuichinhxwdb:wm,mmmw,d
wmmmm,mmwmummm
success of the Strategic Hamlet Program. If it fails, the war is lost
in Vietasnm. wemmmnmmngmmmmm
amm(mwmwmmnwmm)umm,m
the end, might well rxrove to have been an illusiom.

Rufus C. Fhillips



