Secect - Beal Chrnnc LA (TB)

Raail regort weather here mow and I hear Yieng Khouang is especlelly
bea{utiful this time of year. Trust you and- Garl have borne up well

. itk fo o - oSy S Rl pintde stk Sl AP A pecao an ees Guds,
under the cuban erisis FEmm—thi—s-distma _the handling of the}problem
A & Lot b

seemed aat.uta, Thera 13 ‘fng'\doubt 't.hat unless Ruseia is abla to oounter her

defeat in Guba with a victory in Berlin or elseuhere, ahe has suffered a
majon lass of prestige 1n Asian Comunist eyes, And this took place at the
sane Itime that Cowinni&t China was' dealing Russia the stinglingest slap
“‘a.b:‘oa:'s' the faco in Ifdia. 'India, 'irhdéé"éz’itire"fé’re’iﬁ:i policy Wad predicated
upon Russia tekdng eare of China, waa made to play the. fool in order that
Chdpal ge{% across_ite polnmt to Russia._ e et
-This leada directly into the Lso sltuatlon vhich now looks more favorable

|
in tha short run, hut about the _same or more unfavorable for thl longer run.

‘I'he short ran lookﬂ be‘b’ter now only because it looked so bleak Just a wesk
- BT VUL N - IT TP Wty Penb A i D oPhann i on Aot pedann
or 80 ago uhsn Souvenna threatened to resign publlically, and because there

2 goodly portion of sk sisefrsi
15 increasing ‘evidends that K Yoreés, niy sbavt working with “the ?f/dm

mﬁ-bb-wm—li&: ‘TFe long- run- looks bleak- bedauae Souvanna has™ ~
proven o be about 83 week as expected and places all his hope on Soupanncwong
lceeping the Loft in line, a.nd because what hope there may have been that
the Saviets eould callJ;lPL pol:lcy tune are, after the sttack in In:lg’a even
" less &f a hope now,

'I'o shift to negoa.tiations, thess are now back on the track after heving

' come quite close %o a full derailment b » ¥ “the Right. _. The Right. vas all
Mup:nﬂvc

eet’ t.e use our cammodity impord progra.m as ‘t.heir m& goods to sell in

their&state st.ores. They have now glven up on this gambit. and Sonvénna.— in

his typically forcefull way has said that he has no objection to our commodity
import system 50 long &s Soupennouvong will buy it. Mr. Mann and’ I hope to
Beo him this weok, ‘but have no idea uhat line he will . taks. Phoum:l .V-’_ bas
a.lreadly taken & stand sgainst it as it is aid with strings. After having
talked -.d.t.h Phoumi last week and receiving his blasainga » WE plan this week -

to s‘b&rt the nuts and bolts Tevel discuss:!.on “(the only way to fimi out if we

really are talking the same 1anguage)

RN o mesfly - -
»ﬁz the terartitie aid picture -emlaw-bi. The French told us last

veolk, ‘as yon, undoubtedly know, that they will not give commodity impert aid
| Ay vetiivt

or,uha.t. we call, budget. &ssistance. They W want points for the free'; '

3 momere L.
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L N s : . ) anq waruh i bl
francs’ stemuing from their kip purchases: *'These are not large and steds

Ero 71_3 from thelr expanded military missien ,Jhich 15 their burden from
the Ganeva. Conferenc¥y So I can not. sae how ‘they h.aVe been i‘orthcoming to
' support. ‘the Presidents \d.sh that the West Jointly suppo:rt. tha I.ao ecommw
. over the critical peried ahead.- I have close wor!d.ng relations with the
Brit.ish a.nd their entlre attltude is constructive and posit-ive. I can not

'say tha sams for ‘the Frem:h. A.mbassador Falaize s seems to be a loper and
i ooo-erdtically
‘1ikes 'to advise Souvama., sometimes,\about the naw proposed 8 oommodity

1

import program ‘about which he lmowsmgnd ‘has shoun little interest, - In & word,
.the French love to critisize the Lao budget, Phoumi, ‘the US- plans 4 but they

Iﬁz construstive ideas as to how to improve t.'ne situstion, Oh Ahgin P“"f/
_\A’uczhm\aﬁa-.wub& pantty o pdocy Tmloly @k Wie & Woal By
Cﬁ/fye)‘fconomic situation surprisingly keeps on Iie, fairly steady track with "

T

1o major developmants excent that ‘prices are up ‘pre!‘ cent. since I wrote
r.-bml- A o e

last and the monay su;pply 15 w parcent.?o. Since Jamary money supnly is -
up 2 biiiion !d.p, 87 per cnnt, and borrouing 18 up “the saﬁie'e;fnount, nbout
2 billion kip. "Fosdstuffs are up 45 percent-since .Tanua.ry‘, bat’ the approaching
"'“"'"'""'harvest ‘season ‘should-damp -this rise. LI e

sh’)
Recantly Phoumi inatituted a flurry of economc measures,| which pro

Cemap g AN oy e

bably fwill not be enforced. Soma of t.hem may be salutary, but I do not _take

them seriously The mst ominous of the recent moves is the entry of the

Na.tional Ba.nk :l.!}/v bg%ck market transactions a.ttmpting to stabilize the k:lp/

: dollar rate, Ini‘orma.tion now 18 that they have expended ¢l million trying
e .. o 10 mellec ] " oup S s by ooy e,
to hold the rate near 150. A Announcement our aid program :

oy £ : wﬁﬁa%ﬂuw#mau Koot frree Lhats -
ba—anf fanad i=a-y3isls . | Souvanns when' informed of

| .
above!uas pleased singe announcemsnt of- Natfonal Bank ection for a while... . .
scared the rate down .from.lts high. of. 180.
—_

Indicationa are thptﬁprruption is increasing even beyond normal L&o

. i
1evels and Souvanna has sbown no :|.nt.erest in exerting sczse discipline. In

the budgat area, I am now wey doubtful we can get Souvanna to take much

Tof e lead. The' Ambasaador has “suzgested this to’ Souva.nna ‘ag have others
it 2te
including a French advisor. Souvauna will %nbly dacry t@ budget and
]
Phoumi's‘ but when it comes to actlon, "no show, ° Souvanna responds
- ok ek atbier sheutd 2 W!M“WWTW so osldh Lo
to these ‘budget prombelms instinctively, WIS sl 6 M B LR

M-D “*“M&A‘m . ‘ '




ingert DEMOB
. Given the many indications that the PL hs.ve no real int.ention of pla.ying
_ 'jbgli,l.) which is reeni'orced bymPi{nnumerable chance} they have br"ist};:fdﬂd?‘t.o play the
. grest cha.mpion of Souvanna (auch as escorting him to Sam Neua to prove ©
. gone br ma}d.ng a big t‘q:lng out of a fake dembilization of the PL) , it would
S Be;;m bhat on"l;av.i;nce our béa‘;";.rategy touard.—;i—;m;bilizﬁ;;c;n is a half- .
- Hay h:use. ‘That' :ls, demobilize a sizeable group of the FAR and place t.hsm \au]:ri:hé
in ‘work groups -eSeEEsEs lneeping @tact officer "aﬁd'}!dn;"c;am “Leadership. H the -
- end of ‘this-dry-season ué“-cfm'l-et--thmfgo) or-at-any time -before-Ws/dd//
Phounfi -can call. en intact. unit .to s__er‘vige. US AID hes proposed. such a demob
— .. ..Project with .@@..@?ﬁsnt;ﬂ frosting and 1t seems to me that this would
ba our beat. policy i‘or the present. sit.ua.tion. ‘ : _
2
s I S e+ - e e e e .
- L e R S S ] - .




; the present time, of the three dimensions of the Lao problem -

- 'xp_i”l“itary, economic and politicel, the economic &re now merely supporting

I

actore. For the near future it appears that the military or near military eum-l'i

nay .be center ste.ge. k&wn“{%{here is & wave oﬁ optimism eweeping

. e st s e e rd‘uau ek T
across Vientiane becnuse Souponnouvong has agreed in principle ‘to the’ est—

" ablishment of 4 mixed geberal staf £, ‘and” the periilsalon of the 1CC to in-
Mudn cath NiGhE L, Vientiane o RPET T 'k"‘"‘“' Podrue tn Phid doBave

' vegtl te, Mhile FPhoumi has agree to partial?g dismantling of the DNC and
to a civilian police under.s joint. stai‘:f.' : Iet the recent and continuing

develgprents on the Plain des Jarree may indicate a toughening of the renl
Yo =§ ;; bre aesc 4}
CPL 14  which is pa.rtly the good news :l.n Vientia.ne.‘

. Sinece late ‘this summer, supplies bave been Wger; withheld from the
e IS R . [T hatna“m-v"é] cpave .
KL forces and the PL have increaled pressire, an K.L areas and in.filitrated

KL villagaa.. .Tuet recently ‘the PL marched onte an adrtield uhere USAID -

o eupp'l: es “had "fust been 1anded T6¥ KL forces and deme.nded” that--they- receive ... .
the s Jpplies and“__decide--who--getsWuhat. -The -KL.said-niet,. . The. station chi_ef
here,. .Whitehuret‘ i3 of ‘the opinion:that a Hhole eeriea of events since _
September eageesp indicete clearly that the PL have decided to choke off and

_ i‘inieh Kong Lae as an independent force. There are reports that, as the

: & iy pp 'I‘h’mé-b cnwlﬁ‘j lﬂc-‘&n:\?l) nteazts k
KL, trpops a.n.d officiers realize that Kong Las" eommrsmouppentcahmethe

The KL offioers are Bpinning off right and left. 'I'hi's."i"s EIearl'y n&tinderbo'z.

Unless a balance of forces is established (aeeuming the ana.lyeis is oorrect) ’
“any~incident will precipite-a dash by both-sides-to-gain- (capture) the.
-allegiance -of- the-KL forces. he.FPL are. trying to choke of KL, our bringing

\m’ - -
e with the Meo. The latter hee started already and this &= the only

__in_,gﬁlies may itgelf precipite the struggle or it ray force the KL, into
alli
hope i‘or 8 new balance of forces which the PII. )&ould understand.

Iz determining future policy a key question'uould appear to be: Ts the -

" above policy of toughnees .( eresing _a uorldwide. ‘symbol "af Lés” resist.enc'e to
impexialism) the' real “policy and the return of.Soupannouvong and theh array
of néw promises juat tinsel, or is it somehow. vice. versa? I reccomend the .
White ﬁuret paper. to.you,. /955 _ 5 ' o

w v .. iThe above is a feirly short run queation and whether it is optimistic

or not I am not sure. In terms of the longer run picture I a.m pereueded
s L e ns i ] A s .
that ithe picture 8 not hu:-ight.
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ecapping the obvious -a-m, Lao. policy 1s built on two possible.
1tiesz. = a pull by Moscow and’ HEnoi t5 refider “the” countryside mr.s»t

of VG and hence passive,or & push by Seuvenna—-ueing--prepegand%aa& :

embarrassment and ICC investipations to force the VG “to, withdraw, .

-'I‘hough it has always been deubti‘ul that Meecew really could push_ ‘Ianoi

. _ Y
to p out Mse VG there vas a chance ‘that the Soviet stake in th:l.s pieca of
‘Bugshe

resl state vis a vis Ghina wag e}'gﬁ.’ﬁ

anoth seduce and pressure Hanol to at leeet pa.rtly play .ball.'

euch that s would one way or

Hith the

" hew mAjor thrust by China to take over in Sala the Jjob unsuséessfully

‘attempted last by the Japancsa; the- tredibility of Soviet pover-ang Wil s -

.further. lessened. ... .. .. ...

. ; ’ :;Ia\‘lﬂ\ o
_"he poseibillty of & Souvanna pueh or tough Souvanna d&ebpmat still

remai?s. Souvanna could use the tool of public embarrassment of Phoumi V.

on cettaln aubjects, of Phoumi N. on othar subjects (euch ag aqua.ndering

of pu‘lplic funde)' he could forcefully use the IGG as a tool to his own

"ends 6f strengthening his position a.nd ma.king people dependent on him instee.d

‘of the reversey” “Such & line woiyld have t‘.o be played adroitly gince 1t could

e_aen r-backflre,, but At appesre nOW ;88 ‘the- only real-card left. for o'btaining

"g_‘gcm:tryuide netura.liet solution.

PEPRUEE

’I'.'he discouraging factor 15 that the above description does no'b i‘it
Souvénna, He 15 an inside ﬁghter and vailer, not a public fighter. It

rally eupport and

hes b«aen suggested to him that :I.f he got teugh he wou

etart a real movement W He ehru.gs such, act:l.on by himseli‘ eﬁ-ae

‘ '"ﬁp‘dﬁsible. Ons "of ‘the’ most signi.ﬁean't efenta of ‘the. leet month or “s0 ‘was

- the-upms king-by-Phoumd Ve~ and Quipim-tefore- Souvanna-vhen they practicelly- Ca e

_commanded him to behave thus and so.-

Séuvanna .told them.to take a flying

~ leap.! Nevertheless such cominist mouthinge 80 close amust }':'ave beeﬁ a real

shoel] to. him Yet the beet Opinion here is thst he 1.r111 mt take a eimilarly

toughl stand publically.

peotieme by delegating them to others to aolve. -He -h'e.s— the assetof ) dis»

All indica.t:!.one are that he ‘attempte 1o eolve

conteht in BL’ areas, bat he is not wiliing to nxploit it.

e Elearly whether Souvenna dan ‘or ‘cannot pull the ehow off is-ﬁ-difﬁc“lt
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‘F__ovju ge. But even if. we cannot tell now, 1t 18 not too early to start

pla ng for beyond Souvanzm. There iz a hesitation tb plan beyond pre.sent
polic here, because this m:lght be :I.nterpreted ag devionist ;olicy.. This |

e Rovd ~Negdoad . - oy e
seems less than mmﬁ,&&e and I ofi‘er t-he following ideas.
illir culling of the situstion ia_that ‘a peutralist solution comprising '

the ‘mzLjor port‘i"o‘na of 'L.a.c;a' (and not just theé Me‘kon‘g'véll‘ey)"is unlikely
under Souvanna, We - have purshased-»tim'e with- the Souvenna solution,- but—if _
he will not complete the race, who do._we finish with? Hu- may- have purchased.
i respet.tabllity in that 1f the coalition splits open Souvanna will aide with

PR

the E%R/Hight but very likely this won't be worth much since Souva.nna

w111< be in Paris.
“What ‘are we buying with the time we ave now purchasing? I suggest’
L SiFuntten
Twe atteémpt to iSe the time t9 set ourselves End the PIghb for a rew leader, -

a ]:irobably‘kthe“only -man- strong and- capa.ble enough-to make"B Neutrali—st -850k
ution| work here, namely SPV,..In . the folZowing my .,thin}:ing 1g greatly in -

. . el
fluenged by Col. Law. The following argument 1z built on 2o premises and

a qna?i-fsct. F:I.rst, a leader of aaAsian buffer sta'be nmst ‘be tough and

' cagy, able to keep coqtrol in 'the rough and tumble, Second, SPV haa learnad
;Dy now thé.'t.".he uill never be num.ﬁ-er' one:mé_n in Laos via thé Hano; ro_ut.e. '
it hefinally arrives on top, he resiizes that he will only be & puppets
* Thirdy SPV-is pricmarily e Lao nationalist W"ﬁxca ~ambition-dg—-
which 45-holds- m ~that-he- -right.l—yﬂby::blood—and-abilit.y,lsh ould.be...

ruler of Laoé. and lﬁ(oﬁrth,. éAS reporta that the PL in Laos iss;-;lit into . }.

a har action led by Nuhak tald.ng direct instructions i‘rom Hami and a soft \g\'a

or na't.ionalist faction under Souponnouvong. It. is interestiﬁé to note that m\

18 you ‘ask PL ia the ountryside whose it they are 11;? t;ey o f'ben cay e s §§
'.S-di:pqnnouvong's, : : : - . . . )
o

Tt seems to me that these pleces lead to at least serious consideration

of- mal ing -an -approach to SPV now:- -Exactly -what -we -say-eor how .ue-_-hedgé omr .. $

bets jor even 1f we deal in Souvamma I do not pretend to know, However, if .

We d' cide to make an approach we could not. h&ve a better man to do the -~ \':‘

Job ‘ha.n Col. Law, Ome Dbbak ] u.w&ﬂ""ywpww‘t ol d ’bﬂ}\/b«a,,__)

ﬁ_. S0V o a poktie A el Pl o doe Conk i Hho
‘EUW'V‘M*VQ- Mis%ﬁ &  Sotarpdiaaa Traveds 4‘» ?Jﬁé-o., Pm,
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