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INTRODUCTION

At the present time, it is quite clear that the de—escéla—
tion process of the United States military presence in Southeast
Asia is an inevitable task, and this process is already underway.
The American troops stationed in South Vietnam will be withdrawn
and will be reduced in Thailand. This will cause economic impacts,
both directly and indirectly, on Thailand. Thailand is one of the
countries that was chosen as a place for Rest and R.ecuperationl
(R and R) for the troops ih South Vietnam, and Thailand has gained
substantial foreign exchange through this policy. Furthermore,
there are seven American bases in Thailand which, of course, result
in expenditures for supplies, services and construction. The with-
drawal of the American forces will retard economic growth and other-
wise be harmful to the economic situation of the country as a whole.
Perplexingly, the Thai Government and its economic agencies contend
that the impacts are very small and will not retard economic growth
or be harmful to the economy. I have the opposite point of view.
The withdrawal will substantially retard economic growth. I will
demonstrate that the Government has overlooked some factors, such as
foreign investment inflow, which are important determinants of eco-
nomic growth. The primary aim of this thesis is to evaluate the

economic impact of American withdrawal and to show that it will

1 . .
Sometimes called "rest and recreation."



substantially reduce economic growth. The thesis is tested by
simple regression analysis using time series of the years 1955 to
1971.

The body of this thesis will be divided into five parts.
First, a history of American military build-up and de-escalation.
In the second chapter the discussion will concentrate on American
expenditures in Thailand excluding foreign aid, for there can be
no analysis of the economic consequences of the American withdrawal
from Thailand without establishing the size of American expenditures.
In the following chapter I will consider the foreign assistance pro-
gram of both economic and military grants. The fourth chapter will
show some selected effects of American expenditures on the Thai
economy. The last chapter will analyze by regression analysis the
economic impact of military build-up in Southeast Asia; it is argued
that withdrawal will affect the economy in the opposite way that

build-up did.



CHAPTER 1
THE AMERICAN MILITARY BUILD-UP AND THE DE-ESCALATION PROCESS

American military influence in Thailand began in a small way
in 1950, when the United States was constructing a "containment" wall
against the Communist world, by means of a military assistance program
to Thailand. At first, only a few American military personnel went to
Thailand; they went to teach the Thai soldiers how to use American
weapons. In fact, in the early sixties there were still only 300.

By mid-1969, on the other hand, there were about 48,000 United States
military personnel in Thailand, mostly Air Force personnel using Thai
bases to bomb targets in Vietnam and Laos .2

With the personnel came economic aid. From 1949 to 1969, the
United States provided Thailand with $2.2 billion in economic and
military assistance and invested $702 million in construction of
military bases.3 How and why this tremendous build-up came about is
an interesting progression of diplomatic and military events.

In 1954 the Geneva Accords were signed ending the Indochina
War. The Thais were as skeptical about the effectiveness of those
accords as was the Secretary of State, John Foster Dulles, who pro-

ceeded to draft the Southeast Asian Collective Defense Treaty

2New York Times, June 8, 1970.

3
Ibid., June 14, 1970.



Organization (SEATO) embracing the United States, Thailand and six
other countries. Under the treaty, the signatories agreed to meet
the "common danger" for armed attack on one of the members through
their respective constitutional processes.4
In 1962 when the Communists were threatening in neighboring
Laos, Thailand became jittery about the SEATO commitment and sought
new American assurances. These assurances were given by Secretary
of State Dean Rusk who, in a joint communique with the Thai Foreign
Minister, Thanat Khoman, said that the United States did not inter-
pret its SEATO treaty obligation to depend upon approval of all
SEATO members, since "this treaty obligation is individual as well

as collective."5

Both Thailand and the United States agreed that
SEATO was an ineffective organization. 1In March of that year
Dean Rusk and Thanat Khoman issued a joint memorandum that became
the basis of the Washington-Bangkok alliance. Apparently, few
members of the United States Congress were aware of the document,
although it is the subject of a State Department press release
dated March 6, 1962.6 The wording is more ambiguous than that of
most such documents, yet the memorandum clearly states the following:

(1) Article II of the SEATO treaty allows the United

States and Thailand to make a bilateral agreement

that will then become binding upon all members of
the treaty organization.

4Louis E. Lomax, Thailand: The War That Is, The War That
Will Be (New York: Vintage Books, 1967), p. 151.

5

New York Times, June 14, 1970.

6Louis E. Lomax, op. cit., p. 153.



(2) The two governments will make whatever private
pacts that are necessary in order to stop
Communist aggression. This agreement is
justified under Article IV of the SEATO treaty.

(3) The United States will defend Thailand against
direct or indirect aggression.

In 1964 as the situation in Vietnam and Laos continued to
deteriorate, the United States and Thailand began drafting a bi-
lateral military contingency plan. The still secret plan, which
apparently included provision of American ground troops, was finally
signed in 1966, two years after the United States had begun bombing
North Vietnam and northern Laos from Thai bases.

In 1966 the United States military also awarded an exclusive
contract to the Express Transport Organization (ETO), a government-
owned trucking corporation run by the Thai Minister of Communications,
to carry American military supplies within Thailand.9 Signing the
contract was a result of the decision by the United States to escalate
the war in Vietnam, and escalation required more permanent arrangements
in Thailand than previously.

In 1967 B-52 bombers were stationed in Thailand for bombing
Vietnam. Moreover, Thailand became an ally of the United States in
the Vietnam War when an agreement was reached between the two govern-

ments on sending the Thai '"Black Panthers'" division to South Vietnam.

7See Appendix A, The Rusk-Thanat Memorandum.

8New York Times, June 14, 1970.

91bid.




In September of that year, 2,200 Thai soldiers were sent to South
Vietnam.lo

The Thais became concerned that the dispatch of the force
to Vietnam might weaken their security position at home. To avoid
this consequence, the United States agreed to provide an additional
million dollars in military assistance. Washington also agreed to
provide Thailand a set of Hawk anti-aircraft missiles, some radar-
detector anti-aircraft guns, as well as to formalize arrangements
for a joint air defense system.ll

In order to relieve the financial burden of sending Thai
troops to Vietnam, the United States agreed to pay about 50 million
dollars a year in overseas allowances, entertainment expenses,
logistics support, mustering-out and death benefits to the Thai
troops. The pattern is not uniqué with Thailand. In varying forms,
a similar arrangement was made for South Korea and the Philippines--
both of which received American subsidies for sending troops to
Vietnam.

As stated above, in 1969 there were about 48,000 American
servicemen stationed in Thailand as a result of the war in Vietnam.
About 36,000 were Air Force personnel operating at six bases; initi-

ally their attention was directed toward enemy forces in North Vietnam

and Laos but in 1972 toward enemy forces in South Vietnam and Laos.

lOFar Eastern Economic Review, August 28, 1969, p. 520.

11New York Times, June 14, 1970.

Ibid.



The rest were army troops who provided logistical support for the
Air Force. Finally, about 1,200 Americans are in Thailand to give
training and assistance to the Thai armed forces fighting insurgents.
About 1,000 are military advisors.

In August, 1969 the United States and Thailand agreed to
begin talks on reducing the 49,000-man American force in Thailand.
Thai Foreign Minister Thanat Khoman said that Thailand would like
to withdraw her 12,000 combat troops from South Vietnam because of
the burdens she faced at home. He said the withdrawal of 49,000
United States troops, mostly airmen, from Thailand would not affect
the security of Thailand because the troops were stationed there in
connection with the war in South Vietnam and Laos.13 Perplexingly, "
in the following month, foreign ministers of five allied governments
(Australia, New Zealand, the Philippines, Thailand and South Korea)
said that their troop strength in Vietnam would be maintained at
present levels despite President Nixon's decision to withdraw about
60,000 American troops. The five nations have a total of more than
70,000 men in South Vietnam.14

In October, 1969 the United States and Thailand announced
plans to withdraw 6,000 American Air Force and Army troops from

15

Thailand in the next ten months. The United States closed the

13Ibid., August 2, 1969.

14Ibid., September 21, 1969.

151bid., October 1, 1969.



big fighter-bomber base at Takhli, 80 miles north of Bangkok, and
withdrew up to 5,000 men.16 At the same time, Thailand began nego-
tiations with the Saigon Government for the withdrawal of the 12,000
Thai combat troops serving in South Vietnam because she wanted to
bring the troops back to Thailand to reinforce provinces on the

border of Cambodia and Laos.17

The Americans withdrew 6,000 men
from Thailand under its first phase in July, 1970. Under a second
phase, about 3,600 of 42,000 American troops stationed in Thailand

18

were withdrawn beginning on September 8, 1970. The United States

goal was to cut back to 32,000 military personnel by July 1, 1971.19
Again, for the sake of Thailand's security, Secretary of
State William P. Rogers said the United States would not give up its
bases in neighboring Thailand.20 Nevertheless, the United States
forces were reduced to 31,000 in March, 1972. Of the 31,000, 24,000
were Air Force personnel who were involved in the air war over Indo-
china from Thai bases. In addition, the figure includes 300 men in
the Navy and Marines and 4,500 Army troops, of whom roughly half were
involved in logistic and supply operations; the other half were used
to man the communications network and post exchanges and to make up

advisory and training teams. There were 1,880 American civilians

working directly for the United States Government mission in Thailand.

16Ibid., August 23, 1970.

17Ibid., August 27, 1970.

18
Ibid., November 7, 1970.

19
Ibid., January 17, 1970.

20Ibid., January 28, 1971.



These include 160 from the State Department and United States
Information Services (USIS), 250 with the foreign aid mission,
280 with the Peace Corps (PC), 30 in various small jobs and 1,160
working with the military, about half of the last figure being
under contract with the Department of Defense.21
There are some signs of an increase in personnel since that
time, however, for Takhli Air Base, which was closed in October,

1970, re-opened again at the beginning of May, 1972;22

and Nam Phong,
the seventh base in Thailand, opened in June, 1972. These changes
bring the troop strength up to 45,000 again. _However, with peace
imminent, bombing of Vietnam may be discontinued with further
reductions of American personnel in Thailand.

As the United States leaves Vietnam, there occurs a build-up
of American forces in Thailand. The president's press secretary,
Mr. Ronald L. Ziegler, was asked at his morning briefing on June 28,
1972, whether some of the 10,000 troops involved in an announcement
of withdrawal would simply be transferred to Thailand, or elsewhere.
He said such transfers would involve a '"miniscule number."23 Despite
this statement, the combined strength of navy, air force and marine
personnel in and off-shore Thailand in 1972 was at its highest level

since its peak in 1968.24 Although there was a build-up in Thailand,

it was far less than the number of personnel released from Vietnam.

21Ibid., March 23, 1972.

221414, , May 7, 1972.

23Ibid., June 29, 1972.

241p1d., May 9, 1972. (See Figure 2)
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According to the statistics provided by the Defense Depart-
ment in August, 1972, there were 45,000 Americans representing the
armed services in Thailand. About 39,000 are airmen, 2,000 marines
and 4,000 soldiers running the American-built military seaport at
Sattahip, operating a nationwide network of communication stations,
and directing military training programs.25 (See Figures 1, 2 and 3)

For the de-escalation process, at the present time, there is
no definite schedule. The National Security Council and the Economic
Planning Division of the Ministry of Development of Thailand have
made some assumptions concerning de-escalation. The assumptions are:26

(1) The United States will start serious de-escalation
from Vietnam in early 1970 by.withdrawing about
200,000 men per year in 1970 and 1971. At the end
of 1971, there will be only about 100,000 United
States troops in Vietnam. (In fact, it started in
late 1969.)

(2) The American military presence in Thailand will
also be reduced during 1970 and 1971. The rate
of reduction will be about 33 percent per year;
that is, from about 50,000 servicemen in 1969 to
about 33,000 and 22,000 servicemen in 1970 and
1971.

(3) Using assumptions 1 and 2, the Thai government
estimated that American military expenditures
in Thailand would be reduced from $151 million
in 1969 to about $110 million in 1970 and $75
million in 1971. The expenditures of the American
military personnel on rest and recuperation (R and R)
are estimated to fall from $20 million in 1969 to
$13.5 million in 1970 and $9.5 million in 1971.
This estimation is based on the assumption that
the American soldiers on R and R each year will
amount to about 10 percent of the American sol-
diers stationed in Vietnam.

2
5U.S. News & World Report, August 21, 1972.

2 .
6Unpub11shed Report of the National Economic Planning Board
to the Cabinet, 1969, in Thai, pp. 2-3.
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FIGURE 1

AMERICAN BASES IN THAILAND

WHERE 45,000 U.S. TROOPS
ARE BASED IN THAILAND
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AIR FORCE: 39,000 airmen, manning 11 fighter-
bomber squadrons and 50 to 100 B-52s at six air bases.

MARINES: 2,000 manning three fighter-bomber squad-
rons at Nam Phong air base.

ARMY: 4,000 men—running the American-built military
seaport at Sattahip, operating a nationwide network of com-

munications stations, directing military- trammg programs
throughout the countryside.

Source: U.S. News & World Report, August 21

» 1972.
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FIGURE 2

AMERICAN TROOPS IN THAILAND

While U.S. Strength Dwindles in Vietnam -

BACK NEAR PEAK POWER IN THAILAND
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.Soufce: U.S. Dept. of Defense )

Source: U.S. News & World Report, August 21, 1972.
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FIGURE 3

AMERICAN TROOPS IN SOUTH VIETNAM AND THAILAND

Troop

543,000

strength in Thailand

Troop strength in Vietnam
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Source: New York Times, June 29, 1972.
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These assumptions were set up sometime in July, 1969. When
they were made, however, there was diplomatic tension between the
United States and Thailand. The American Senate, fearing that the
country might be drawn into another war in Southeast Asia, moved to
investigate relations between the United States and Thailand.27 In
the investigation, the Senate pointed out that Congress had not been
informed about the contingency plan made in 1965 between the two
countries. During the controversy, the Secretary of Defense talked
as if he had repudiated the secret plan. The whole controversy
irritated the Thais, so the Thai Government moved in August, 1969
to propose a talk on the reduction of United States forces in

Thailand.2®

During that time, there were also statements from high-
ranking Thai officials suggesting the withdrawal of the Thai forces
from Vietnam. The Thai Cabinet ordered the Security Council and
the National Economic Development Board (NEDB) to study the impacts
of withdrawal before the Cabinet proposed the talks on the reduction
of the United States forces. Since both countries were thinking in
terms of withdrawal, the assumptions concerning future American
expenditures were pessimistic and greatly underestimated actual
expenditures. Table 1 shows the differences between the prediction

and the actual expenditures resulting from United States presence in

Thailand during these years.

27New York Times, June 25, 1969.
28

Ibid., August 23, 1969.

291pid., August 2, 1969.
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TABLE 1

UNITED STATES GOVERNMENT AND R AND R EXPENDITURES IN THAILAND
(million baht)?@

Year Secﬁrity Council and NEDB Prediction Actual
1969 3556.8 5746.9
1970 2568.8 5234.8
1971 1757.6 4753.2

Source: Unpublished Report of the National Economic
Planning Board to the Cabinet, 1969 and Bank of Thailand.

8Converted to dollars using the official rate of exchange
for 1972.

The military build-up was started under ¥United States initi-
ative because the Communists would be strengthened if they were to
gain access to the abundant resources of Southeast Asia including
many minerals, petroleum, foodstuffs and manpower, among others. If
Southeast Asia were to be lost to the Communists, it would mean more
than 300 million people added in Asia to the 800 million of China.
Fears of such a hegemony by the Communists caused the United States
to begin military build-up for her own interests.SO

The de-escalation is quite different from the military build-
up. Because of internal pressure, the United States has started to

withdraw troops from Vietnam. The Thai Government felt that miscon-

ceptions were spread by the news media and congressmen in the United

30foreign Affairs Bulletin, Vol. VII, No. 5, April-May 1968,
Ministry of Foreign Affairs, Bangkok, Thailand, p. 457.
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concerning the future of Communism in Thailand and the role of
American forces within the country. As mentioned above, miscon-

ceptions so irritated the Thais that the government in August 1969,

requested a talk on the reduction of American forces in Thailand.31

This was explained by the Thai Foreign Minister Thanat Khoman in
the address given to a student group from the United States National
War College on April 18, 1969:

*...We hope that you will get first-hand accounts of
many things you may have heard of or read about when

you were at home. There is nothing, in our opinion,
better than a first-hand report. At least two or

three myths have been launched about Thailand. The
first one is that Thailand will be the next Vietnam.
That has been the theme of many western reporters.

The implication is that the U.S. had better get out

of Vietnam soon, for even though the Vietnam War may

be solved, sooner or later there is going to be another
one. But I can assure you that Thailand will not be
another Vietnam, because we are not going to rely as
heavily on anybody but ourselves. In fact, what we

have been trying to do all this time is to prevent

that myth from becoming a reality. The second "myth"

is that the American armed forces are used for the
defense of Thailand against the Communists. This is
totally unfounded, because there is no physical engage-
ment on the part of the U.S. forces against communist
activities in Thailand. They are here only for the
purpose of carrying out the war in Vietnam from here.

So please check with the authorities here whether what

I said is true or not. The third "myth" that has been
launched against us is that we are the prime beneficiary
of the war. This again is false because, apart from the
U.S. industry, Japan, Korea, Hong Kong and Singapore are
the major beneficiaries. I think Thailand comes about
last. No doubt many millions of dollars have been spent
here on such things as the various military bases, but 1
will humbly say that the purpose of the U.S. in building

1
3 New York Times, August 23, 1969.
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bases here was to facilitate its war operations.
So I think that millions of dollars spent here
have no doubt saved thousands of lives.32

Thanat Khoman also made it clear when he gave a speech to
members of the foreign correspondents' club of Thailand in Bangkok

on August 19, 1969, that:

Of course, they (American people) have the right
not to believe our saying that we do not want to
involve American forces. They have the right not
to believe me or others when we say that we have
not asked nor will we ask for American forces to
fight against communist subversion in Thailand.

So, the best way for them to prevent such involve-
ment would be to take the American forces out of
Thailand as quickly as possible. Then they could
see whether or not the Thai people would raise a
hue and cry, and oppose such evacuation and with-
drawal. ...We in Thailand can begin discussions
with the U.S. authorities for an early withdrawal
of such forces in order to calm the fears of certain
American politicians and members of the press that
the United States may become embroiled and involved
in fighting internal subversion in Thailand .33~

So de-escalation of the American forces in Thailand was encouraged
by Thailand. It began in August, 1969.34

After a careful study, I would like to express the following
viewpoint:

(1) At the present, there are evidences showing that it is
unlikely that the United States will withdraw the forces drastically,

due to United States interest in Southeast Asia. Since internal

32Foreign Affairs Bulletin, Vol. VIII, No. 5, April-May 1969,

Ministry of Foreign Affairs, Bangkok, Thailand, p. 318.

3
Foreign Affairs Bulletin, Vol. IX, No. 1, August-September
1969, Ministry of Foreign Affairs, Bangkok, Thailand, p. 6.

34
See Appendix B and C.
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pressure forced President Nixon to withdraw American forces from
South Vietnam, the United States had to find another base quickly
for her air power. A senior American officer said,

‘The fact is we could not have kept Saigon from

going down the drain and continued to withdraw

our forces from Vietnam without the assistance
of Thailand. There was just no place else to go.

35

Figure 2 shows the trend of the troop level in Thailand, while
United States forces dwindle in Vietnam. From 1971 to August, 1972,
the troop level increases from about 32,000 to 45,000. Some United
States forces, which were withdrawn from Vietnam, were directly trans-

] ] . 36
ferred to stations in Thailand.

(2) President Nixon confirmed that the United States would
help protect Thailand from external aggressors. While he was visiting
Bangkok on July 28, 1969, he gave a response to the Key to the City
Presentation as follows:

...And that leads me to say that everyone knows that

Thailand and the United States are signatories of that

treaty. (SEATO) We are bound together by that treaty.

Now, a treaty can have many meanings: It can be just

a sort of paper, with no meaning at all. But as far

as Thailand and the United States is concerned, a

treaty means far more. Because we share common ideals,

because what we want for Asia and the world is the right

of freedom which Thailand enjoys for all peoples here,

because we have been willing to fight for that as we are

fighting for that together in Vietnam, because of these
deep spiritual and ideological ties that bind us, the

35U.S. News & World Report, August 21, 1972, p. 30.

36
New York Times, June 29, 1972.
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treaty that we have with Thailand means that it is

not just another treaty, not just another piece of

paper, but it is one that has a significance far

beyond that--a significance which I have indicated

time and again in public statements, and I indicate

today in my first public statement as I visit Bangkok

and this country.

We will honor our obligations under that treaty. We

will honor them not simply because we have to, because

of words that we have signed, but because we believe

in those words, and particularly believe in them in

the association that we have with a proud and a strong

people, the people of Thailand. We have been together

in the past, we are together at the present, and the

United States will stand proudly with Thailand against

those who might threaten it from abroad, or from within.37

This convinces me that the United States will do everything
it can in order to protect Thailand from aggressors. It implies
that in order to protect Thailand, the United States should have
some troops there for four years more at least. Secretary of State,
William P. Rogers, confirmed this position in 1972 by saying the
United States would not give up its bases in '"meighboring'" Thailand.

(3) Admiral John S. McCain expressed what seems to be a common
military idea, that it is still advisable for the United States to use
the bases in Thailand, because an end to the war between North and
South Vietnam is not going to be the end of fighting in the rest of
Southeast Asia. Thailand is the key to the entire area. If Thailand

falls, the Communists could take all of the Southeast Asian Peninsula.

He also reminded us that the Russians are building up their fleets in

3 goreign Affairs Bulletin, Vol. VIII, No. 6, June-July 1969,
Ministry of Foreign Affairs, Bangkok, Thailand, p. 434.

38New York Times, January 28, 1972.
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the Pacific and Indian Oceans, and are developing bases and anchorages
in many places.

The United States military planners probably are looking for
a strategic naval base in Southeast Asia in order to "keep up" with
the Russians.40 Sattahip, in Thailand, may be chosen because of the
following reasons:

(1) Sattahip has a strategic location with respect to
Southeast Asia and is owned by Thailand, a strong
and dependable American ally.

(2) Sattahip Harbor is almost entirely the creation of
United States Army Engineers. The naval facilities
at Sattahip make it a first-rate base in Southeast
Asia that could easily be the base of operations
for an entire fleet.

(3) Seventh Fleet warships operating out of Sattahip
would be in position to counter quickly Russia's
determined bid to expand its authority in the
region.

(4) Because of United States withdrawal from South
Vietnam, the Seventh Fleet cannot use it as a base.
The Philippines have made it clear that they do not
want American planes flying combat missions from
bases there, Malaysia is preaching neutralism.
Singapore, too, would be out. So Thailand will
be the most likely place.
If Sattahip is requested by the United States for use as a
naval base, the drastic withdrawal will not occur. In fact, if de-
escalation occurs, the process will be slow and the number of troops

cut will be small. 1Indeed, there is also a possibility that, instead

of de-escalation, there might be an escalation in the near future.

39
U.S. News & World Report, October 23, 1972, pp. 30-32.

“01pi4., p. 32.



CHAPTER II

AMERICAN EXPENDITURES IN THAILAND EXCLUDING FOREIGN AID

American expenditures in Thailand that result either
directly or indirectly from the communist threat in Southeést Asia
may be classified as foreign aid expenditﬁres'or expenditures other
than foreign aid. This chapter will concentrate only on the American
expenditures in Thailand excluding foreign aid; the following chapter
will discuss foreign aid expenditures.

American expenditures in Thailand excluding foreign aid can
be classified into two categories: Non-military expenditures in

Thailand and direct and indirect military expenditures.

Non-Military Expenditures in Thailand

This category consists of expenditures of American citizens
and employees of the United States government excludingytravellers and
military. Tables 2 and 3 show the number of American employees of
civilian agencies in Thailand and the amount of money spent in 1966
to 1969 and 1966 to 1968 respectively.

Unfortunately, the data for more recent years is not avail-
able. However, this type of expenditure can be assumed to be at the
level from 1970 to 1972 without a great deal of error. Though there
may be some cutback in the number of civilian personnel, the number

will be small and will not lead to any serious decrease in expenditures.

21
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TABLE 2

AMERICAN EMPLOYEES OF UNITED STATES GOVERNMENT CIVILIAN AGENCIES IN
THAILAND (INCLUDING U.S. EMBASSY, USIS,2 USOMP AND PCC STAFF)

Year ' 1966 1967 1968 1969
Number 571 665 817 699

8United States Information Services.
b.. . . ..
United States Operations Mission.

c

Peace Corps.

Note: Average housing allowance is about $3,200 per year
and includes allowances for electricity, gas and water.

Source: United States Embassy, March 5, 1969.

TABLE 3

EXPENDITURES OF AMERICAN CITIZENS AND EMPLOYEES OF U.S. GOVERNMENT
EXCLUDING TRAVELLERS AND MILITARY

1966 1967 1968

Expenditures of American Citizens

and American Employees of United

States Government Civilian Agencies

(millions of dellars) 30 21 19

Source: Department of Fiscal Policy, Ministry of Finance,
unpublished document in Thai, 1969.

Direct and Indirect Military Expenditures

Direct and indirect military expenditures arise from the

presence of American troops and other military personnel.
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Indirect Military Expenditures
Indirect military expenditures are made by American military
personnel for primarily consumer goods and services while they are in
Thailand. According to the study of the United States Embassy in
Bangkok, Thailand, Table 4 gives the projection of military expendi-
tures in Thailand covering the period 1963 to 1970.41
Indirect military expenditures, or in other words, expendi-
tures by servicemen can be classified into two types--expenditures
by personnel stationed in Thailand and expenditures by personnel
stationed elsewhere but who are in Thailand for rest and recuperation.
First is the expenditures connected with the United States
servicemen stationed in Thailand. Table 4 shows that the expenditures
of the American military personnel were $29 million in 1966, $50 million
in 1967, $62 million in 1968, $64 million in 1969 and $64 million again
in 1970. Since American military men stationed in Thailand stayed
mostly on the bases, the major geographic impact of expenditures will
be on the economy in the areas around the bases. A United States
Embassy field research paper shows that about one-half of the American
military man's salary is spent on goods and services in Thailand:

42

food, recreation, travel and domestic goods. This expenditure has

lIt should be stressed that these figures show net military
spending in the Thai economy. They differ from United States Department
of Defense data in definition, since the Department of Defense includes
all non-dollar purchases for American forces in Thailand, whereas these
figures include only the baht expenditures in Thailand.

42Bank of Thailand, Classifications of the United States
Expenditures in Thailand by Level of Significance, unpublished docu-
ment in Thai, 1969, p. 2.
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TABLE 4

ESTIMATES OF NET UNITED STATES MILITARY AND RELATED SPENDING
IN THE ECONOMY OF THAILAND 1966-1970
(baht converted to millions of dollars)
(calendar years)

Illustrative
Phasedown of
1966 1967 1968 1969 1970 One-Third

United States Mili-

tary Personnel 39 69 82 84 84 =27

(0f which R and R) (10) (19 (20) (20) (20) -7
Construction (0ICC)? 43 70 62 21 5 -2
Construction

(Other Military) 9 10 10 9 6 -2
POL® Distribution 4 9 11 8 8 -3

Maintenance, Supplies

and Services 31 48 42 40 40 -13
Miscellaneous 4 8 8 8 8 - 3
TOTAL 130 214 215 170 151 -57

Total Expenditures were $30 million in 1963;
$30 million in 1964;
$50 million in 1965.

80fficer in Charge of Construction.
Petroleum - Oil - Lubricants.

Source: U.S. Embassy, Economic Impact of a Phasedown of
United States Military Spending in Thailand, Bangkok, May 1969, p. 2.
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created a boom, especially in the entertainment and hotel business
near the bases and in Bangkok.

Secondly, the expenditures of American servicemen who are
stationed outside of Thailand but who are visiting Thailand for
rest and recreation. Table 4 shows that the expenditures in this
category were $10 million in 1966; $19 million in 1967; and $20
million each year from 1968 through 1970. These figures are very
conservative since the United States Embassy calculated them by
assuming that the soldiers on rest and recreation spent, on the
average, five days in Thailand and $50 per day. Although the
American soldiers are allowed to bring only $250 into the country,
the regulation is very difficult to enforce. There occurs, there-

fore, expenditures by American soldiers who draw on their overseas

bank accounts by the use of the local banking facilities in Bangkok.

There are two other estimates of service personnel expendi-
tures in Thailand. The first, made by the Ford Foundation, assumes
that each American soldier on R and R spends $60 per day for five
days.44 The second estimate, made by the Bank of Thailand, assumes
that each American soldier on R and R spends $65 per day for seven

4
days. > Therefore, the figures in Table 4 may be as much as

43

43

Hermann Hatzfeldt, The Impact of U.S. Military Expenditures

on the Thai Economy, Revised Draft, December, 1968, unpublished docu-

ment, p. 2.

44
Ibid.

45Bank of Thailand, op. cit., p. 7.
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20 percent under the actual values. The impact of this expenditure
is concentrated mostly in the Bangkok area.

There is another type of expenditure which is an indirect
military expenditure but does not appear in Table 4. It is the
dollars earned by the Thai troops in Vietnam. The Thai troops, who
served their duty in South Vietnam, are paid both by the Thai Govern-
ment and the United States Government. The Thai Government paid
salaries of the troops to their wives in Thailand in baht. The
United States Government paid overséas allowances to the Thai troops,
mustering-out pay and death benefits, as well as entertainment funds
for the Thai troops in Vietnam. The American-paid overseas allowance
more than doubles the pay of the Thai troops in Vietnam. A Thai
private who received a base pay of $26.a month from the Thai Govern-
ment, for example, also received $39 in overseas allowances. A major
with a base pay of $98 was given $180 in overseas allowances.

The State Department expressed some uncertainty over the exact
cost of the American support to Thai forces in Vietnam. In a statement
given to the subcommittee of the Senate, the State Department said:

United States support to Thai forces in South Vietnam,

when averaged over the years during which Thai forces

have been deployed to South Vietnam, is estimated at

approximately 50 million dollars a year. This would

total 200 millioz dollars for the period since their
arrival in 1966.%/

46New York Times, June 8, 1970.

Ibid.
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Economically speaking, any dollars paid to the Thai troops
in Vietnam by the United States Government, if these funds are
transferred to Thailand, have to be counted as export earnings. Of
course, some of the pay given to Thai troops in Vietnam flows back
into the Thai economy when soldiers return with money saved in Viet-
nam during their one-year term. The data of the total amount of
dollars earned by the Thai troops in Vietnam, total amount of spending
there, and the total savings cannot be obtained, and estimation of

this category is hazardous.

Direct Military Expenditures

Direct military expenditures are those made by the different
branches of the American arméd forces into the Thai economy.

First is the construction expenditures. In Table 4 there are
two types of construction expenditures. The first category (0OICC) con-
sists of all expenditures for construction of military bases. This
type of expenditure reached a peak in 1967, fell a little in 1968 and
then more sharply in 1969, and finally dwindled to about $5 million in
1970. The second category consists mainly of expenditures for the con-
struction of strategic roads, and it has the same trend as the first
category. When the bases were planned, a certain complement of roads
also were planned for logistic purposes. Because the roads are neces-
sary for base operation, unless the base is abandoned the roads will'
be built irrespective of conditions in South Vietnam. Thus, expendi-
tures on road construction are fixed for the future unless new bases

are built.
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Construction expenditures are very important to the Thai
economy, for large amounts of domestic materials and large numbers
of both skilled and unskilled workers are utilized. This type of
expenditure also contributes to economic development indirectly by
training the Thais in construction skills. Unfortunately, the impact
of such training on the rate of growth is difficult to estimate.

Secondly, there are the expenditures categorized as POL
Distribution. Most of the expenditures in this category are for the
distribution of fuel to American planes. This type of expenditure
depends on the level of military operation in Laos and Vietnam.
Although the United States has withdrawn some of the American soldiers
from Vietnam, this type of expenditure is not falling rapidly because,
as withdrawal occurs elsewhere in Southeast Asia, the number of Ameri-
can planes in Thailand is increasing.

Maintenance, supplies and services is the third category of
direct military expenditures. The level of expenditures in this
category depends on the activities of the American bases. Since most
of the construction is completed, maintenance expenditures tend to
remain constant. As the United States withdraws from Thailand, this
type of expenditure will continue to fall, particularly if the United
States decides not to keep all of the seven bases.

The other direct military expenditure which is not included
in Table 4 is the commodities bought in Thailand to send to Vietnam.

This item is very difficult to determine. There are only two records
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of purchases of rice and sugar by the American military to send to
South Vietnam in 1966 and 1967 at the total amount of $23 million.48
There are other unrecorded purchases, primarily the construction
timber to send to Vietnam. The report of the Survey of the Bank of
Thailand stated that the price of construction timber continues to
rise, partly because of the demand originated by the construction of
the American bases, and also the United States military purchases to
49

send to Vietnam. It is my opinion that the total amount of this

item is not significant.

4SBank of Thailand, The Economic Impacts of the Vietnam War to

Thalland unpublished document in Thai, 1969, p. 9.

49Bank of Thailand, Report: Field Survey of the Impacts of the
American Expenditures on Prices and Wages, December 14-29, 1966, p. 7.




CHAPTER III
FOREIGN ASSISTANCE PROGRAM

Expenditures of the United States in Thailand through the
Foreign Assistance Program are shown in Tables 5 and 6. According
to the data shown in Table 5, the economic assistance program carried
on by the Agency for International Development (AID)50 was about $50
million per year in 1966 and 1967. The program is counter-insurgency
oriented. Expenditures under this economic a§sistance program have a
very high import ratio. Seventy percent of supporting assistance
expenditures and 28 percent of expenditures for technical cooperation
are imports of commodities from the United States.51 The import
expenditure does not affect the Thai economy directly, except for the
portion of the expenditures paid to Thais for handling. Of course,
the imports themselves are helpful to economic development.

The Military Assistance Program (MAP), was nearly the same

amount as AID expenditures in 1966 and 1967. This program was

5OThe Agency for International Development came into existence
on November 4, 1961, under the provisions of the Foreign Assistance
Act of 1961. The new agency combined two agencies which had existed
previously, the International Cooperation Administration and the
Development Loan Fund, as well as certain other smaller units.

51National Economic Development Board, Planning for Post-
Vietnam Period, unpublished document, 1969.
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TABLE 5

U.S. OVERSEAS LOANS AND GRANTS

(THAILAND)

NET OBLIGATIONS AND LOAN AUTHORIZATIONS
(U.S. FISCAL YEARS-MILLIONS OF DOLLARS)

Total
Total Economic Military Total Economic & Military
Loans Grants (Grants) -Loans Grants

1946-48 6.2 --- -—- 6.2 -
1949-52 1.0 16.1 16.5 1.0 32.6
1953-57 22.9 109.2 205.1 22.9 314.3
1958 1.8 24.1 19.7 1.8 43.8
1959 34.7 24.2 18.0 34.7 42.2
1960 2.0 23.9 24.7 2.0 48.6
1961 -—— 24.3 23.9 - 48.2
1962 22.0 25.6 39.1 22.0 64.7
1963 4.9 17.0 68.5 4.9 85.5
1964 2.1 13.0 52.7 2.1 65.7
1965 20.6 20.8 36.4 20.6 57.2
1966 14.9 45.5 40.7 14.9 86.2
1967 -13.5 50.5 46.9 -13.5 97.2
Total
1946-67 119.6 394.0 5%96.3 119.6 990.3
Repayments
& Interest
1946-67 45.9 - - 45.9 . -
Total Less
Repayments

. & Interest 73.7 394.0 596.3 73.7 990.3

Source: AID, U.S. Overseas Loans and Grants and Assistance
from International Organization, Special Report prepared for the House

Foreign Affairs Committee, p. 73.
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established to modernize the Thai armed forces. The "Annual Report
to Congress, Fiscal Year 1966" states:

Fiscal Year 1966 military assistance for the other
countries which receive grant aid was directed toward
these objectives:

1. Strengthening the capabilities of selected
Latin American nations to maintain the internal
security needed to realize the goals of the
Alliance for Progress.

2. Providing U.S. support to allied and friendly
nations that have given the United States access
to strategically vital bases and installatiomns.

3. Completion of prior year commitments to countries
whose economic progress now permits an increasingly
rapid phase-out of all grant aid.

4. Furnishing of modest amounts of aid to countries
in which political instability and economic under-
development may bring Communist attempts to gain
domination.

TABLE 6

DISTRIBUTION OF FISCAL YEAR 1966-71 PROGRAM TO THAILAND
BY TITLE AND FUNCTION (thousands of dollars)

Fiscal Technical Supporting Contin. Devel.
Year Total Cooperation Assistance Fund Loans  MAP
1966 43,408 13,400 20,387 9,621  ~----- *
1967 53,320 13,488 36,121 211 3,500
1968 46,736 10,047 36,696 0 -----  -===-
1969 35,548 9,250 26,298  -----  -----
1970 26,545 6,388 18,862 ----- 1,295
1971 22,541 4,150 16,996  =----- 1,395

*Data classified; included in the figure of the Area Program.

Source: The Foreign Assistance Program, Annual Report to the
Congress Fiscal Year 1966-71.

52The Foreign Assistance Program, Annual Report to the Congress,
Fiscal Year 1966 (Washington, D. C.: United States Government Printing
Office), p. 30.
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Table 6 shows that the economic assistance reaches a peak in
1967 and then starts to decline. Foreign aid for the fiscal year 1971
is less than half of the figures in 1967. Thus, as the United States
withdrew rapidly from Vietnam during the administration of President
Nixon, economic assistance went down quite rapidly. In August 1969,
the United States Senate placed a $2.5 billion ceiling on the amount
of money the United States could spend to support foreign troops in
Vietnam, Laos and Thailand.53 Moreover, since the total amount of
foreign aid is being cut drastically by the American Congress, the
economic assistance program under AID will be affected, too. Thus,
expenditures through these two programs may fall substantially.

Unfortunately, the public is not given statistics for MAP
expenditures. After the United States Senate made an investigation,
the MAP figures for Thailand disappeared from the AID Report. The
MAP figures for Thailand are transferred into the Area Program. The
"Annual Report to Congress, Fiscal Year 1967" states:

Thailand continues to support United States operétions

in Vietnam and improved its capacbilities to put down

incipient insurgency fomented by the Communists. In

association with the free world effort in Southeast

Asia, Laos continued its combat operations in defense

against Pathet Laos and North Vietnamese aggression.

These activities were supported by MAP in Fiscal Year

1967 but, due to their active combat nature, the admini-

stration proposed to the Congress that programs for Laos

and Thailand, like that for Vietnam in Fiscal 1966, be

transferred out of MAP and funded from_the Department
of Defense budget in Fiscal Year 1968.°

53New York Times, August 13, 1969.
54

The Foreign Assistance Program, Annual Report to the Congress,

Fiscal Year 1967 (Washington, D. C., United States Government Printing
Office, p. 42.
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Stated very clearly in the United States Statutes at large
was the following information concerning Department of Defense
expenditures:

Vietnamese forces, etc., support.

Sec. 838 (a) Not to exceed $2,500, 000,000 of the

appropriations available to the Department of

Defense during the current fiscal year shall be

available for their stated purposes to support:

(1) Vietnamese and other free world forces in

support of Vietnamese forces; (2) local forces

in Laos and Thailand; and for related costs, on

such terms and conditiong as the Secretary of

Defense may determine...

Therefore, the amount of foreign aid Thailand obtained through
MAP is not available for the years 1968 through 1972. Furthermore,
there is a vast difference between the figures listed in the Presi-
dent's budget message and the actual amount of dollars spent on MAP.
Before a congressional subcommittee, Deputy Assistant Secretary of
Defense for International Security Affairs acknowledged that the
budget figure, which is limited to military grants and credits, did
not represent the full picture. He insisted, however, that the other
components of the military aid program were openly presented to Congress
in other parts of the budget, or in legislation separate from the foreign
military aid bill. The Chairman of the Joint Congressional Economic
Subcommittee noted that the President's budget message listed $625

million under "military assistance,'" while a study by the General

Accounting Office for the subcommittee showed the total came close to

55United States Statutes At Large, 9lst Congress, 2D Session,
1970-1971, Vol. 84, Part 2 (Washington, D. C.: TUnited States Govern-
ment Printing Office), p. 2036.
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$5 billion when all forms of direct and indirect military assistance
were included. The Deputy Assistant Secretary of Defense admitted
that his figures were $4.896 billion, but, because of "wartime con-
ditions,!” the figures were not available in Washington. He explained
that because of the subcommittee's interest a&n aide was sent to South-
east Asia to obtain the figures.

The question arises whether the amount of dollars from MAP
for Thailand will go down in the future or not. I feel that some
evidences indicate an upward trend in the future, at least during
President Nixon's term. 1In 1970, Vice President Agnew assured that
he would do all he could to prevent any reduction of the $30 million
in economic assistance and $60 million in military aid that comes
into Thailand each year.57 Furthermore, the Thai leaders are assured
by the Secretary of Defense, Melvin R. Laird, that United States mili-
tary aid to Thailand will increase over the next ten years. The pro-l
posed increase, he said, would reinforce the Nixon Doctrine, under which
the United States is to help its allies to defend themselves.58 Never-
theless, it is questionable that it will continue forever.

Thé American Froeign Assistance Program is important to the
Thai economy and development. It gives Thailand a tremendous amount

of foreign exchange. In order to show the importance of United States

56New York Times, January 7, 1971.

57
Ibid., August 30, 1970.

581pid., January 8, 1971.



36

foreign aid in Thailand, Table 7 compares it to non-American foreign
aid. Table 7 shows that economic aid from America alone in 1966
amounted to more than the total frﬁm non-United States sources. The
amount of American-influenced aid may be underestimated in the dis-
cussion above because some United Nations institutions, such as the
International Bank for Reconstruction and Development, substantially
increased foreign aid after the upsurge of interest by the United
States in Southeast Asia. Voting in such organizations is determined
by capital subscription. Since the United States is the greatest con-
tributor, allocation of funds is greatly influenced by the United States.
In fact, underdeveloped countries often complain about the dominance
of the larger nations in the IBRD and similar institutions.59
Although American foreign aid is substantial, the most important
category of United States expenditures in Thailand is direct and indirect
military spending. As shown in Table 2, in 1963 tHe American military
expenditures were only $30 million; whereas foreign aid was $16.8
million; in 1964 American military expenditures were again $30 million,
Americap foreign aid was $23.1 million. 1In 1965 the military expendi-
tures increased to $50 million because of the Laotian crisis; foreign
aid was $22.1 million. In 1966, the year that the Americans became
closely involved in the Vietnam War, the military expenditures in

Thailand were increased to $130 million while American aid was almost

59Benjamin Higgins, Economic Development; Problems, Principles,
and Policies (Revised Edition; New York: W. W. Norton, 1968), pp. 591-3.
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TABLE 7

TOTAL FOREIGN ECONOMIC AID TO THAILAND 1962/1967
UNTIED STATES FISCAL YEAR
(Millions of Dollars)

IT.

% K
1962 1963 1964 1965 1966 1967 1962-67°
Non-United States
A. Grants & Tech. Assistance
U.N. 3.0 1.9 3.2 3.8¢ 3.9¢ 4.8% 20.6
Third Countries 4.1 4.4 4.0 4.3 5.9 6.8 29.5
Subtotal 7.1 6.3 7.2 8.1 9.8 11.6 50.1
B. Official Loans '
IBRD - 40.6 -—- 28.0 36.0 11.0 115.6
Germany --- 22.3 9.9 3.3 7.4 .6 43.4
Austria - - - - 3.3 -——- 3.3
Canada --= -—- -—- -—- --- 1.0 1.0
Subtotal --- 62.9 9.9 31.3 46.7 12.6 163.3
TOTAL Non-United States 7.1 69.2 17.1 39.4 56.5 24.2 213.4
United States
A. Grants & Tech. Assistance 25.9 17.3 12.7 19.9 43.3 49.8 168.9
B. Loans (including Ex-Im Bank) 22.0 4.9 2.1 --- 15.0 6.9 50.9
C. Peace Corps 4 .9 2.0 2.2 2.8 3.0 11.3
TOTAL United States 48.3 23.1 16.8 22.1 61.1 59.7 231.1
GRAND TOTAL 55.4 92.3 33.9 61.5 117.6 83.9 444 .5

Just after the turn of the calendar year 1967, Japan agreed to provide $60 million
in commercial credits to Thailand.
e = estimated.
Source* National Economic Develooment Roard of Thailand Apn+il 25. 196K
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tripled to $61.1 million. In that year the total non-United States
aid was $56.5 million--$4.6 million less than the American aid.
Beginning in 1966 the military expenditures exceeded the combined
amounf of American aid and non-United States aid. In 1967 the
American military expenditurés alone were much more than the com-
bined amount of all other flow of foreign resources. Unquestionably,
the significance of the American military expenditures has been

tremendous in comparison to foreign aid.



CHAPTER IV
SELECTED EFFECTS OF AMERICAN EXPENDITURES ON THE THAI ECONOMY

There are many effects of American expenditures on the Thai
economy, but in this chapter some effects which are pertinent to
economic development will be discussed.

Firstly, the most important effect is the increase in demand
created by the American military build-up. The American purchases
of goods and services from the Thai economy increases the income of
the sellers, who, in turn, consume part of what they receive with
many subsequent expenditure .rounds as the multiplier works itself
out. Reduced demand, which will occur after the withdrawal, will
hit very hard in some sectors--especially the service sector. A
good example of investment to provide services is the construction
of many new hotels to accommodate the American soldiers on R and R.
(See Figure 4).

Some hotels had signed contracts with the United States
military authority and were used as lodgings for personnel. When
withdrawal accelerated and R and R expenditures fell in Thailand,
many of these hotels lost their contracts with the military. Now
open for any tourist, the hotels are finding it difficult to main-

tain a low vacancy level, even in the tourist season.

39
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FIGURE 4

GROWTH OF HOTEL ROOMS IN BANGKOK
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Furthermore, the impact of United States expenditures 1is
strong in areas surrounding the basetowns where the American soldiers
spend most of their time. It is estimated that about 40 percent of
an American soldier's income in Thailand is spent on food, rent, and
other household expenditures, while another 30 percent goes to enter-

tainment of various kinds.6o

In the Northeast region where there are
five bases located, the.United States expenditures brings economic
growth to that region as shown in Table 8.

In the Northeast the per capita GDP in 1963 was 1,347 baht at
1966 prices while in 1966 per capita GDP increased to 1,440 baht;6l
and population in these areas increased from 137,632 to 164,817. Both
increased GDP per capita and increased population suggest the increase
in economic activity. Another indicator of economic growth in these
areas is the numerical increase in motor vehicles and businesses.

The United States Embassy estimated that the baht equivalent
of about $2,000 per American soldier is spent annually on the local
economy to maintain the servicemen and the base. About half of this

is spent by the base for local materials, payrolls and miscellaneous

62
base spending. The other half is spent by the serviceman himself.

0
Bank of Thailand, U.S. Military Expenditures in Thailand,
unpublished document, Bangkok, January 1971, p. 3.

61
The consumer price index of Thailand was 100 in 1963 and

107 in 1966.

United States Embassy, Economic Impact of U.S. Military
Expenditures in the Northeast, unpublished report, Bangkok, February
1969, p. 1.
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TABLE 8

INDICATORS OF ECONOMIC GROWIH IN THE NORTHEAST 1960-67

1960 1963 1964 1965 1966 - 1967

Per Capita GDP?
(Baht, current b
prices) 1,259 1,240 1,251 1,440 na

Population of Major
Cities 119,872 137,632 146,649 159,620 164,817 182,748

Revenue of Major
Cities (Million
Baht) 7.14 9.49 13.08 13.70 16.36 22.64

Vehicle Registra-
tion of Major
Cities 4,885 10,872 14,301 16,053€ 23,897 naP

Businesses Regis-
tered in Cities 231 423 519 624 776 nab

8Gross Domestic Product.
bNot available.

CIn 1965 Vehicle Registration figures covered from January to
September only.

Source: U.S. Embassy, Economic Impact of United States Military
Expenditures in the Northeast, unpublished report, Bangkok, February
1969, Table 3.

Secondly, in the monetary sector, balance of payments surpluses
increase the supply of money in the domestic economy because the sur-
plus dollars were purchased with baht by the government. This, in turn
means that the general level of economic activities is further stimu-

lated by the expansion in credit and financial markets. The urban
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regions are affected mostly in monetary policy since the rest of the
economy is not part of the modern sector.

Thirdly, the American expenditures cause an increase in the
government's revenue as shown in Table 9. One of the main sources
of the government's revenue is from taxation. American expenditures
help to generate more income for the Thais and this added income is

also taxed by the government.

TABLE 9

IMPACTS OF U.S. MILITARY EXPENDITURES ON TAX REVENUE

Less Tax Revenue

Tax Because of U.S. Net
Year Revenue Military Expend. Revenue
1966 (11,437.70) (888.18) (10,549.52)
Million $ 571.8 44 .4 527.4
7% Increase 12.3 -———- -———
1967 (13,302.00) (15292.38) (12,009.62)
Million $ 665.1 64.6 600.4
7% Increase 16.30 45.51 13.84
1968 (14,834.60) (1,335.28) (13,499.32)
Million $ 741.7 66.7 674.9
7% Increase 11.52 3.32 12.40
1969 (16,531.60) (1,257.36) (15,274.24)
Million $ 826.5 62.8 763.7
7% Increase 11.44 -5.84 13.15
1970 (18,528.58) (1,024.92) (17,503.66)
Million $ 926 .4 51.2 875.1
% Increase 12.08 -18.49 14.60

Note: The numbers in parentheses are the original amounts in
millions of baht. The amount of U.S. dollars under is only a rough
estimate.

Source: National Economic Development Board.
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In Table 9, tax revenues from American military expenditures
increased from $44.4 million in 1966 to $64.6 million in 1967, a 45.51
percent increase. This sharp increase is due to the rapid rise in
U.S. expenditures since 1965. Tax revenue in 1969 was reduced by 5.84
percent of the level in 1968. 1In 1970 it was reduced further by 18.49
percent of the level in 1969, or about $11.6 million. Nevertheless,
total tax revenue resulting from U.S. military expenditures is much
larger than stated in the table because income and tax revenue gener-
ated by the multiplier are not included.

Fourthly, the presence of American forces has also provided
employment opportunities for many Thais. The employment induced by
the American expenditures could be divided into two categories:
directly-induced employment and indirectly-induced employment. The
directly-induced employment is a job that results from direct hiring
on United States military projects, such as the construction and
maintenance of Bases. The indirectly-induced employment is a job
created by the American soldier's expenditures, such as the girls
work in massage parlors.

Table 10 shows the number of directly-induced jobs. For the
number of directly-induced jobs, about five times the number of those
who work in Bangkok are working in the provinces. Roughly, half of
them are semi-skilled and unskilled workmen. This group of workers
is going to be affected if the withdrawal occurs. They may be
unemployed or have to go to the farms. The other group, professionals,

subprofessionals and skilled workmen may find other jobs which are not
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TABLE 10

DIRECTLY-INDUCED EMPLOYMENT BY U.S. MILITARY EXPENDITURES
SEPTEMBER 1969
(number of employees)

Types of Workers Amount

Professionals and Sub-professionals... . . . . . . . . . 8,982
Skilled WOTKMEN. « « o « o & & o o o« o« o« o « o o o« « « « 6,476

Semi-skilled Workmen . « « « « « « « « « o « « « « « « « 6,354

Unskilled Workmen. . . « « ¢ & « &« « « &« o o o« o o« + « « 6,791
Others (unclassified). . . . . . . . . . . ¢« « .+« .+ . . 5,833

Total . . . . . . . . 34,436

Places of Work Amount

Sattahip « v o« &« ¢ ¢ ¢« & & ¢ ¢ « & 4 o e e o e s e« s . . 1,086
Takhli « & ¢ ¢ ¢ ¢ v o ¢ ¢ o ¢ o e o o o o o o o o o « o 2,715
KOTAt: v« v ¢ & ¢ o & o o o o o o o o o s o« + o o « « « « 6,011

UDONL v v « ¢ o o o o o o « o o o o o o o o o o « o o o « 2,487

Udorn. « « « « v 4 ¢« o o 4 e o s e e s e e e 0w e e s o. 4,342
Nakorn Phanom. . « « o « + + o« & o o « o o o o o « o« + « 3,410

Total . . . . . . . . 26,051
Bangkok. . . « & .« ¢ v o . 4 4 v v e e o e e e e e .. 5,9%
Others « v ¢« ¢ o o v 4 o o 4 o o o o o o o o s e« s« .

2,391

Total . . . . . . . . 34,436

Source: National Economic Development Board, Unpublished
Report of the National Economic Development Board to the Cabinet
in Thai, Bangkok, 1969, p. 3.
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the careers they specialized in. Hence, they will be underemployed
until the period of adjustment is over. Although it is estimated
that only .23 percent of the labor force were directly dependent on

63 the percentage

U.S. military expenditures for employment in 1969,
would be much higher if the employment generated by foreign invest-
ment inflow resulting from U.S. expenditures, rest and recreation
expenditure; foreign aid and the employment created by the multiplier
effect of all these direct expenditures were included. Table 12,

which w&s calculated from Table 11, reveals that U.S. expenditures
excluding foreign aid varied between 3 and 5 percent of GNP between
1966 and 1971. Assuming a simple multiplier of 2.4, somewhere

between 5 and 12 percent of GNP, depending on the import content of

the expenditures, results from U.S. presence in Southeast Asia.

Perhaps 1 to 10 percent of the workforce are dependent on U.S. expendi-
tures, therefore, since such a large proportion of the workforce is

64

rural. A more relevant percentage would be that of the urban work-
force since it is the politicized portion of the population. The

percentage of the urban workforce dependent on U.S. expenditures would

be much higher, by a trily.significant amount.

63The estimated total labor force in 1969 was 15.5 million.

64It is estimated that 75 percent of the workforce was engaged

in agriculture in 1971.
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TABLE 11

GNP, FOREIGN INVESTMENT INFLOWS AND U.S. MILITARY EXPENDITURES

(million of bahts)

Year GNP FII@ R & R cP RRGC
1955 39,310.6 50.0 157.9 157.9
1956 40,875.3 50.0 154 .4 154 .4
1957 45,195.3 50.0 213.9 213.9
1958 47,021.1 70.0 250.6 250.6
1959 50,309.4 72.0 278.8 278.8
1960 53,884.9 71.7 363.1 363.1
1961 58,876.7 138.6 448.0 | 448.0
1962 63,694 .6 200.0 640.6 640.6
1963 68,038.2 370.7 732.0 732.0
1964 74,588.6 421.5 925.3 925.3
1965 84,291.9 910.3 50.0 1491.5 1541.5
1966 101,366.5 629.0 136.0 3557.2 3693.2
1967 108,462.0 969.3 216.0 4880.1 5096.1
1968 117,046.0  1320.0 405.0 5571.9 5976.9
1969 128,792.0  1165.7 459.0 5287.9 5746.9
1970 136,328.0 996.8 395.0 4839.8 5234.8
1971 144,510.0  1017.8 239.0 4514.2 4753.2

Board.

a . . .
Foreign investment inflows.

b

U.S. Government expenditures.

“Rest and Recuperation and U.S. Government expenaitures.

Source:

Bank of Thailand and National Economic Development
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TABLE 12

FOREIGN INVESTMENT INFLOWS AND U.S. MILITARY EXPENDITURES
(percentage of GNP)

Year FI1 RRG
1955 127 .401
1956 .122 .377
1957 .110 473
1958 .148 .532
1959 .143 .554
1960 .133 .673
1961 .235 .760
1962 .313 1.005
1963 .544 1.075
1964 .565 1.240
1965 1.079 1.828
1966 .620 3.643
1967 .893 4.698
1968 1.127 5.106
1969 .905 4.462
1970 731 3.839
1971 704 3.289

Source: Bank of Thailand and National Economic:Development
Board.



CHAPTER V

THE ECONOMIC IMPACTS

The Hypothesis

The Thai government, its economic agencies and many high-
ranking officers, contend that the impacts of American withdrawal
from Southeast Asia will be very small and will not retard economic
growth and otherwise be harmful to the economic situation of the
country as a whole. Three such statements follow:

Thailand's representative to the twenty-fifth annual session
of the Economic Commission for Asia and the Far East (ECAFE) in April
1969, maintained that it was patent nonsense to suppose that foreign
military expenditures, as a single influence, accounted for any sig-
nificant part of the recent economic growth or that withdrawal would
induce a setback in the performance of Thai economy. Rather, he
claimed Thailand's rapid economic progress had been due more to the
government's long-term planning and conscientious use of the country's
resources than to any transitory stimuli such as the income generated
by American presence in Thailand. He concluded that the withdrawal of
American forces from Thailand, a country that is among the smallest

beneficiaries of the Vietnam War, notwithstanding whether the

49
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withdrawal is rapid or gradual, will cause no dislocation in the Thai
economy.65
Another statement of this position occurred when the Finance
Minister, Serm Vinicchayakul, gave his personal view concerning the
announcement by President Nixon of withdrawal of 25,000 American
troops from South Vietnam in July 1969; the Thai minister stated
that the move would not affect Thailand's economic situation since
the lost income from the American troops could be compensated for
by the tourist industry. He noted, however, that skilled laborers,
especially in the construction industry, would feel the impact of
withdrawal, since their jobs are dependent upon construction expendi-
tures by American military units stationed in Thailand.66
Even the National Development Minister Pote Sarasin said on
August 28, 1969, that withdrawal of American troops from Thailand

67

would not seriously affect the country's economic condition. Minister
Pote is chairman of a committee carrying out an economic study concern-
ing expenditures by American military forces in Thailand. His state-
ment, cited above, was the outcome of the committee's study that was
submitted to the Prime Minister on August 21, 1969. More specifically,

he reported that United States military construction in Thailand had

been stopped for over a year and there were only 20,000 Thai nationals

65
Foreign Affairs Bulletin, Vol. VIII, No. 5, April-May 1969,
Ministry of Foreign Affairs, Bangkok, Thailand, pp. 406-7.

66Ibid., Vol. VIII, No. 6, June-July 1969, p. 493.

671bid., Vol. IX, No. 1, August-September 1969, p. 75.
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working with the American troops. Since the United States withdrawal
would not take place abruptly, these Thai workers would have enough
time to find other jobs. Besides, the American expenditures in Thai-
land largely go for services; consequently, the economic impact to
follow their departure would not be so-serious.68

I maintain the opposite point of view. United States with-
drawal will cause a substantial reduction in economic growth. Indeed,
the government overlooked some factors, such as private foreign invest-
ment inflow, which are dependent upon American presence in Thailand.
These influences which are overlooked play an important role in
economic growth.

The foreign investment inflow is caused by two phenomena.
Firstly, the American expenditures undoubtedly created a huge addi-
tional demand for the customary goods and services of Thailand.
However, American expenditures also created demand for goods and
services that were never produced or imported at all. Both types of
demand stimulated the foreign investment inflow. Some of it may be
considered to be directed toward import substitution. Secondly, as
American expenditures increased,: . foreign:exchange reserves also
increased and plentiful foreign exchange reserves foster a more recep-
tive attitude toward conversion and repatriation of earnings by foreign

investors. The absence of restrictions of profit remittance increased

681pid.
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69

investment, although this is a lesser influence on the foreign
investment than the first one.

This study investigates the relationship between American
expenditures and the foreign investment inflow. I hypothesized a
positive correlation between the United States expenditures and the
foreign investment inflows. Specifically:

FII = £(RRG),

where FII is foreign investment inflow (dependent
variable) ; and

RRG is rest and recuperation and United States
government expenditures (independent variable) .

A second hypothesis tested concerns the relationship between
American military expenditures and the gross national product. It is
expected that the higher the United States expenditures, the higher
the gross national product. In other words, I expect a positive
correlation between gross national product and American expenditures:

GNP = f(RRG),

where GNP is gross national product (dependent
variable) ; and

RRG is rest and recuperation and United States
government expenditures (independent variable) .

Finally, an indirect method of testing the hypotheses is to

investigate the relationship between foreign investment inflow and the

69United States Embassy, Economic Impact of a Phasedown of

United States Military Spending in Thailand, unpublished document,
Bangkok, May 1969, p. 3.
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gross national product. Again, I expect a positive correlation
between the dependent and independent variables. Specifically:
GNP = f(FII),

where GNP is gross national product (dependent
variable); and

FII is foreign investment inflow (independent
variable) .

Method of Testing and Data

Regression of time series Has been chosen for testing these
hypotheses, and the period selected for the analysis is from 1955 to
1971. The ordinary least square method is employed in order to esti-
mate the regression equation.

Foreign investment inflow data as well as R and R and United
Sta?es government expenditqres were taken from Thailand's balance of
payments during that period. The item "Govermment Not Included Else-
where'" is appropriate for the analysis, since it includes all American
military expenditures except R and R. The foreign assistance expendi-
tures are not included in the regression analysis because of lack of
MAP expenditures in some years. As discussed previously, MAP expendi-
tures are confidential for security reasons. A second reason why
foreign aid is not included in the equation is that the figures of AID
are not appropriate for the analysis because they are presented in the
form of fiscal years, whereas the other figures in this study are pre-
presented for calendar years. The breakdown of this item is shown in

Table 13.
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TABLE 13

BREAKDOWN OF GOVERNMENT N.I.E.?
(million of bahts)

1965 1966 1967 1968 1969 1970 1971

Receipts 1,491.5 3,557.2 4,880.1 5,571.9 5,287.9 4,839.8 4,514.2
Military 922.1 2,589.1 4,109.2 4,917.8 4,629.7 4,192.1 3,788.5

U.S. Military Personnel
and Agencies ( 864.4) (2,015.5) (3,291.0) (4,494.3) (4,388.7) (4,159.4) (3,754.9)

U.S. Contractor for

Military Project ( -- ) ( 565.8) ( 813.5) ( 383.4) ( 78.9) ( 4.6) ( 11.0)
Non-Military 569.4 968.1 770.9 654.1 658.2 647 .7 725.7
Payments 182.7 194.4 261 .4 477.7 452.7 395.3 399.0
Military 3.3 6.9 15.1 19;8 21.9 14.9 24.8
Non-Military 179.4 187.5 246.3 - 457.9 430.8 380.4 374.2
Service under AID Programs ( 70.6) ( 87.7) ( 135.9) ( 330.7) ( 298.5) ( 193.0) ( 162.7)
Net Government N.I.E. +1,308.8 +3,362.8 +4,618.7 +5,094.2 +4,835.2 +4,444.5 +4,115.2

a :
Not Included Elsewhere.

Source:

Bank of Thailand.
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The gross national product data was obtained from the National
Economic Development Board of Thailand. All data is given in Table 1l.

The results of the regressions are as follows:

Equation 1
FII = 100.37 + .19RRG where
Standard error (55.11) (.02)
t-statistic (1.82) (10.55) ; and
R? = .88
F-statistic = 111.32
F-table, 17 = 8.68 .

The t-table (two-tail) suggests

1% t = 2.947
5% t = 2.131
10% t = 1.753

The Durbin-Watson statistic (d) = 1.73,
where at the 1% level,
d; = .87 4 - dp = 3.13
g =1.10 4 -4 =2.90
Since d is in the acceptable range, 1.10 ¢ d < 2.90, there is no

d

auto-correlation.
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Equation 2
GNP = 49221.4 + 14.52RRG where
Standard error (4017 .62) (1.30)
t-statistic (12.25) (11.20); and
R? = .89
F-statistic = 125.36
F-table, 17 = 8.68

The t-table (two-tail) suggests

1% t = 2.947
The Durbin-Watson statistic (d) = .53 ,
where at the 1% level,

dp, = .87 4 - dL

dU =1.10 4 - d

3.13

U 2.90 .

Since d is in the rejectable range, 0 < d < .87, there is auto-

correlation.
Equation 3
GNP = 44324 + 71.63FIL where
Standard error (4836.18) (7.19)
t-statistic (9.17) (9.96) ; and
R? = .87
F-statistic = 99.25
F-table, 1% = 8.68
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The t-table (two-tail) suggests

1% t = 2.947 .
The Durbin-Watson statistic (d) = 1.37,
where at the 1% level,

dy = .87 4 - d = 3.13

dy = 1.10 4 - dy = 2.90
Since d is in the acceptable range, 1.10 < d < 2.90, there is no

auto-correlation.

Conclusion

As expected, there are positive relationships between inde-
pendent and dependent variables in all three regression equations.
The coefficient of determination, obtained from the first equation,
is quite high (.88) and, from the F-test, it is significant at the
1 percent level. The estimated coefficients of the regression are
significant at 10 percent for the constant and 1 percent for RRG.
There is no auto-correlation in this equation. In other words,
foreign investment inflow is determined by re;t and recuperation
expenditures and United States government expenditures.

In the second equation, the coefficient of determination is
high and significant at the 1 percent level. The coefficients are
also significant at the 1 percent level. However, there is auto-
correlation which occurs in this equation. It means that either a
variable is missing or error in the data is cumulative and not random
as assumed. But there remains some doubts concerning the significance

of the relationship.
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It has been shown that RRG determines FII and there is auto-
correlation which occurs in the relationship between RRG and GNP.
However, by using indirect analysis as in Equation 3 above, a better
result can be obtained. The third regression equation shows that FII,
which is determined by RRG, determines the level of GNP. The coeffi-
cient of determination is high and significant at 1 percent. All
coefficients are also significant at 1 percent, and there is no auto-
correlation. Simple Keynesian economics shows that investment can
generate a change in GNP through the mechanism of the multiplier.
Thus, the indirect result given in the third equation is supported by
very basic economic theory. Therefore, American expenditures in
Thailand have a substantial influence on GNP and economic growth of
‘Thailand. 1If the foreign aid were added as an additional variable in
the analysis, it would propbably improve the result, since it is quite
a large amount of money.

The National Economic Development Board of Thailand (NEDB)
calculated the total impact of the American expenditures by first
reducing total expenditures in Table 4 by about one-fifth, which is
the marginal propensity to import set up by the Bank of Thailand. 1In
this manner the leakages were eliminated. The rest of the expenditures
were spent in Thailand, they assumed. The Board then multiplied the
remainder by 2.4, which is the average multiplier. The result is the

change in income resulting from American expenditures.
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The estimation is only approximate, however, because there
is no way of tracing the transactions after the American soldier
spends his money; what the massage giirls did with the soldier's
money. It is possible that the United States expenditures have
different multipliers, according to the type of expenditures and
geographic areas in which the money was spent. That is, the money
spent in Bangkok will have higher import content and higher multi-
plier than the money spent elsewhere. Consumption expenditures by
military personnel that are spent mostly in the basetowns, probably
have lower multipliers than the construction expenditures, which tend
to go more to the expansion of the use of Thai resources and invest-
ment expenditures. Therefore, setting an average multiplier of 2.4
and the marginal propensity to import of one-fifth seems at best
questionable. Empirical studies have not been done to establish the
multipliers. The most serious omission is the influence on foreign
investment, however, on income.

Some estimations conclude that American expenditures accounted
for two-thirds of the increase in GDP between 1964 and 1967./9 Others
conclude that the United States expenditures account for one-half of
the increase in GNP in 1967,71 and more than one-half of the increase

8.72

in the GNP during 1966-6 Currently in 1970-71, the American

0
7 Hermann Hatzfeldt, op. cit., p. 10.

1

National Economic Development Board, Economic Impact of the
Vietnamese Conflict on the Thai Economy, unpublished document, Bangkok,
May 1968, p. 2.

2

Bank of Thailand, The Impact of U.S. Military Expenditures on
Thailand's Balance of Payments, unpublished document, Bangkok, June
1969, p. 1.
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expenditures contributed additional income to the local economy of
about 5 percent of total GNP.73

In my opinion, the significance of the American expenditures
in the Thai economy is unquestionable. The real impacts, however,
are not accurately determined in the above sources. The method used
in those studies in which an average multiplier of 2.4 is employed,
is not appropriate for individual sectors of the economy.

The result obtained from the aggression analysis does not mean
that one should deny the relevance of the Thai development program
which also contributed to economic growth. However, since American
expenditures were at a peak 5 percent of GNP in 1968 and were not
lower than 3.2 percent from 1966 to 1971, the significance of the

American expenditures on economic growth cannot be denied. (See

Table 12)

: 73Bank of Thailand, U.S. Military Expenditures in Thailand,
unpublished document, Bangkok, January 1971, p. 3.




CONCLUSION

Although it has been shown by statistically significant
regression that United States expenditures are related to économic
growth, the study has some weaknesseso The first weakness is the
existence of auto-correlation in the second equation. Nevertheless,
an indirect approach substantiated the thesis without auto-correla-
tion. A second weakness is the lack of empirical research and data
concerning this topic in Thailand. For example, an average multi-
plier set at 2.4 is not very accurate for determining the effects of
United States expenditures on individual sectors of the economy.
Furthermore, it would be_interesting if one could include the amount
of American foreign assistance during that period as an additional
variable in the regression. The effects of American expenditures
on eéch sector and the inclusion of foreign aid are suggested for
furthér research. Moreover, it is likely that, as a result of the
American withdrawal, the Thai government would be forced to assume
the burden of military expenditures for maintenance on the abandoned
bases, logistic support for troops, and similar items on her own.
This additional expenditure from the Thai budget would be obtained
by transferring funds from the other development programs and would

retard the economic growth.
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During the past thirteen years, the war in Vietnam gave
economic impetus to many countries in Southeast Asia. The effect
was particularly strong after 1965 when American military expendi-
tures in Southeast Asia and the Far East rose rapidly, creating
economic benefits to those countries. On the other hand, when the
war ends, if the United States withdraws most or all of her troops
from the area, :there will be an unfavorable effect on the economies
of Southeast Asia unless substituted by non-war expenditures. The
economic impact resulting from withdrawal may vary in degree and
form, depending on the types and amounts of the American expenditures
in that particular economic system, but there is little doubt that
the effect of withdrawal will be substantial.

This study shows that if the United States withdraws from
Southeast Asia and Thailand, there will be a significant reduction
in the rate of economic growth in that country. It is a serious
matter, therefore, when important Thai government officials minimize
the role of American expenditures in the recent growth of the Thai
economy. Not just a few politicians endeavoring to allay the fears
of the populace or to encourage good Thai-United States relations,
even the serious studies have overlooked the influence on gross
national product of foreign investment that is determined by American
expenditures. Without recognition of the influence of American expendi-
tures on each sector of the economy as well as economic growth, the

nation cannot prepare itself for withdrawal. ©Not only will the fall
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in consumption and foreign investment affect national income, but
as expenditures decrease during withdrawal, there will be a decline
in foreign exchange reserves which will decrease the rate of growth
of the money supply in the domestic economy. This reduction in the
rate of growth of the money supply will force the government to
reverse the current monetary policy carefully if inflation and

depression are to be avoided.
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THE RUSK-THANAT MEMORANDUM /%4

The Foreign Minister of Thailand, Thanat Khoman, and the
Secretary of State Dean Rusk met on several occasions during the
past few days for discussions on the current situation in South-
east Asia, the Southeast Asia Collective Defense Treaty and the
security of Thailand.

The Secretary of State reaffirmed that the United States
regards the preservation of the independence and integrity of
Thailand as vital to the national interest of the United States
and to world peace. He expressed the firm intention of the
United States to aid Thailand, its ally and historic friend, in
resisting Communist aggression and subversion.

The Foreign Minister and the Secretary of State reviewed
the close association of Thailand and the United States in the
Southeast Asia Collective Defense Treaty and agreed that such
association is an effective deterrent to direct Communist aggres-
sion against Thailand. They agreed that the Treaty provides the
basis for the signatories collectively to assist Thailand in case
of Communist armed attack against the country. The Secretary of
State assured the Foreign Minister that in the event of such
aggression, the United States intends to give full effect to its
obligations under the Treaty to act to meet the common danger in
accordance with its constitutional processes. The Secretary of
State reaffirmed that this obligation of the United States does
not depend upon the prior agreement of all other parties to the
Treaty, since this Treaty obligation is individual as well as
collective.

In reviewing measures to meet indirect aggression, the
Secretary of State stated that the United States regards its
commitments to Thailand under the Southeast Asia Collective Defense
Treaty and under its bilateral economic and military assistance
agreements with Thailand as providing an important basis for United
States actions to help Thailand meet indirect aggression. In this
connection the Secretary reviewed with the Foreign Minister the
actions being taken by the United States to assist the Republic of
Vietnam to meet the threat of indirect aggression.

The Foreign Minister assured the Secretary of State of the
determination of the Government of Thailand to meet the threat of
indirect aggression by pursuing vigorously measures for the economic
and social welfare and the safety of its people.

74
Department of State for the Press, March 6, 1962, No. 145.
Text of a joint statement by Foreign Minister Thanat Khoman of Thailand
and Secretary of State Dean Rusk.
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The situation in Laos was reviewed in detail and full agree-
ment was reached on the necessity for the stability of Southeast Asia,
of achieving a free, independent and truly neutral Laos.

The Foreign Minister and the Secretary of State reviewed the
mutual efforts of their governments to increase the capabilities and
readiness of the Thai armed forces to defend the Kingdom. They noted
also that the United States is making a significant contribution to
this effort and that the United States intends to accelerate future
deliveries to the greatest extent possible. The Secretary and the
Foreign Minister also took note of the work of the Joint Thai-United
States Committee which has been established in Bangkok to assure
effective cooperation in social, economic and military measures to
increase Thailand's national capabilities. They agreed that this
Joint Committee and its sub-committees should continue to work
toward the most effective utilization of Thailand's resources and
those provided by the United States to promote Thailand's develop-
ment and security.

The Foreign Minister and the Secretary were in full agreement
that continued economic and social progress is essential to the stabil-
ity of Thailand. They reviewed Thailand's impressive economic and
social progress and the Thai Government's plans to accelerate develop-
ment, particularly Thailand's continuing determination fully to utilize
its own resources in moving toward its development goals.

The Foreign Minister and the Secretary of State also discussed
the desirability of an early conclusion 6f a treaty of friendship,
commerce and navigation between the two countries which would bring
into accord with current conditions the existing treaty of 1937.
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JOINT STATEMENT BETWEEN THAILAND AND THE UNITED STATES75

The Royal Thai Government and the United States Government
today announced the opening of talks to arrange for a gradual reduc-
tion of level of United States forces in Thailand consistent with
assessment of both governments of the security situation.

The talks will be held in the first instance between the

Foreign Minister of Thailand, H. E. Thanat Khoman, and the United
States Ambassador to Thailand, Leonard Unger, in Bangkok, beginning
on or about September lst. More detailed conversations in which
Thai and United States representatives will participate will follow
to plan for any reductions it is considered desirable to make over
a period of time assuming there is no significant alteration in the
security situation in Southeast Asia.

75
Information Department, Ministry of Foreign Affairs,

August 26, 1969.
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JOINT ANNOUNCEMENT/®

The President of the United States and the Prime Minister
of Thailand announced today that the United States Government and
the Royal Thai Government have completed bilateral talks to arrange
for an orderly reduction of United States forces in Thailand, which
are here in connnection with the Vietnam War.

The two Governments have agreed that approximately 6,000
United States military personnel, from both the Air Force and the
Army are to be withdrawn from Thailand. They will be withdrawn
as expeditiously as possible consistent with operational require-
ments related to the Vietnam conflict. Redeployment action will
begin within a few weeks and it is planned that all the foreces
involved will have departed by July 1, 1970.

The two Governments will continue to evaluate the level of
United States armed forces in Thailand in the light of their assess-
ment of developments in the Vietnam conflict.

Department of Information, Ministry of Foreign Affairs,
‘Bangkok, September 30, 1969.
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