Keno for the record; Ihe Challeage of Corruption in JVX
D. Ellsberg, 23 Nov &5

1. Some Za aspecta of corruption as & prodvlea--for tae U3, for
vhe GVN, fur the SVNese--in 5Vl ‘

a. It 13 very videly believed-—by both SVieze end Axaricans in 8Vli=-
that there is widespread corruption in BVis voth small-scale and
very large-scale, iuvolviug sll ranks of officiale froa village
officials to higi-level ARV: and GVH figures. '

b. It is virtually certain that this belief 18 videly justified,
tuough not in all instances. 0O the otaer hand, the true acsle
and participat.oa in corruption is not knova at all exactly;
corruption has not been studied in any systezatic way by the US
Kission. Detailed anslysin of practices, coxprehensive eatizate
of maguitude, compilatious of reliable evidence are lacvking. Helsay
is very abundant; much of it sy be true; but wve lack facta.

o. There is a videspresu impression within 3Vl that the VC-—in
deasxing coutrast to tne CVh--i8 DOt corrupt. Inis contrast is
effoctively exploited by the VC, in part offsetting leas favoravle
qualities; ruthlessness, ¢ jpressive decnnds, Cozmunisa, Liocal aund
oatioual GVB corruption is one of the most widespread and effective
of the VC politicael issues ia their rural political programs.

d. Tacugh hearsay and suspiciocas about corruption are discusaed
very fraely within SVi-—20 that it is bard for a visitor to avoid
hearing &bout it soon after arriving, if he talks to Vicre oOr Us
officials——nevapspernen seom either not to know guch about it yet or
bave not yet cnosen to write much avbous it. paoLvwhile, Mission
reporting to washington on tue subject hes vecn cparse and alluaive,
Beitoer official wasbington noOr tha US public sscma yet to have

been prepared by past reportiny for the roporting that could explode
any day, if nevsaen began printing a sx2ll cazple of the heareay
_freely available in 8aigon Or tbe provinces.

e. Corruption could beccue & potent political issue; not only,
s it already is, in the "silent”® priiticel carjaign being woned
in rursl areas by the VC, but by Viecsge erpirante for poer wituin 8VX

and by US domestic oritica of gninietraticn polictes or US 1nvolvea¢ui)

'1f such charges became public, Arsrican officials and the USG would
provably be implicated as cocomplicass probably not 80 mucah (15 at
all) for participating, but for alleged knowledge, silence,
blindness, or passivity. The potency of the irmuq pouy be cuucenled
by such notions as "Corruptica 18 endcnlo 824 Lo« it L ADITRLT
There im-ctrOng reagon to belicve that corrsption aa ¢ totid, tug
potracelnted®, even in SVN (en shewn by popular veasutingis &id OY

S iccenoiul Communish exploitation ©f the ioous, in SVL e&p in China),
let alone in aid-giving 2Bericas jyrmaci would be worzened to the
the extent that the USG sppeared unintoraed and passive at the tias

of ®ajor oxposure. At worst, this tasua could blest us out of £vH

ard loge the war,
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2. These factors raise several questious¥: discugsed in turn;

a. %hat are the forms of corruption and participants?

be To wonat extent, and iu wunat ways, does corruption actually
help tae VC cause aud kaxp hurt tae GVN cause?

o. What might be tue political ispact of exposure of unchecked
corrupt.ion?

d. what oan the US do to learn more about the problea and to
counter or forestall hara’ul e.fecta?

3« Jorms of corruption allesed

a. 5cme relevaunt distinctionss
' le Small vs. vig ocorruption.

2. “lormal® corruption, *"by tbe book," "traditional," ocorruption

vs. unocoutrolled, no-fules, unfamiliar corruption.
S. Direct VC iuvolvemeat, or aot,

4. Locuss hamlet, v:llaye, distrios, province, QVi; division,

corps.
Se

b Sone forms;

1. Kiock-backs to hamlet/villaje officiels for official services:
to gej coaplaints handled, forms procosszed, recaeats act2d upoa,

("Small™ eud traditional, yet pcssibly one of the most explosive

L166ues uitil xmesx other furms havs eclipsed it recently, because
of its widespread iucideuce aud direct iapact on the villager).

2. Rakeoff from coutraciors fxsm for construction works payneat
tor contract, kickback froa _added charges, paymenta for alleged
wvork not pertormed at all. (Biggest form Of corruptiou in many
provinces).

3, Budget corruption: padded payrolls for ARVN/RF/PF (anotner very
large source of iancowe; partly achieved by not reporting desertions
or Sransfers); hiding receipts, exaggerating déisbursements.

4., "Sale" of office to district chiefs by ocorps coanarders;
foroed payments to corps comsander by district and proviuce chiefs
to retain job (chieis are im turn expected--even encouraged——to
acquire wherevithall for piwsment by other foras of oorruption,

in particular falsifying budget expeuditurea).

5. Control of bars, prostitution, and participation in black-asrket
currengy operations.

b Participation in land speculation, based on grauts.

7. 8zugyling operations—-kickbacks, or actual participation—
aucluding consunsr iteas froa Cambodia and elsewhers, and dope

Sale of UsOM-supplied goods, diversion of (8 funds and of ¢oods.
8apported under CIP.
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J. Kicxbacks to QVM officialo froa high transport charges for-
soving rico to tne provinces; for craniing poraits for zale of rice}
tor alloving black-sarket operations in connodities above GVN
orice cerliugs; for dropping prosocutions of merchanta caught in

\ "uuauthorized®) black-warket operations. ‘

10. (suspected) Ofiicial participation in or kiockbecks froa VC
wconoaic operationsy imcludirg large-scale export-ieport cperations,
domestio tax colleotion, purchase of ooznoditieos and aras vithia 8vii.

ce peemituds, Estizates are spotty and unaupporggd. but hearsay
L8 Iciubsively precise on somne pointas and sono calcilat.ons are
possibles following allegations sugsosh poesible dizcusions

ev(ne province ohief, receatly relieved, vas dbelioved to have aade,
vy one eatimate, & aillion dollars a moath for eiz rouths, or by
a.other est.nate a million dollars total over the 8ix mouths, by
control of vice, bars, and rakeoff froa blacimarket ourrency.

--The figure cozaonly quoted for the purchase of a dietriot
cnieftainship (on credit) froa s ooIpa cozznander is 250-330,000 ‘
p's; & similar figure for forced collectiond periodically %o retain
Jobse

—=——A PY gots sbout 1600 p's & aonth} 500 noz-¢xistsnt 2F'e va
proviuce payrolls correspond to £00,000 p's & sonthe

exhgsxnakizessazadarxfarad Qvercharces by a provinocial
contractor (often a relative of the provirce chief) can easily emount
o bhundreds of thousauds of piasters a monthe '

—-There is almost no limit to tno mouey that can be aade in sxugulinge
diversion of Ug-supported coszodities, dlack-zarked, and cooperation
with the VC. AR observatiou frecuontly £240 48 that "baefore, under
Diem, there vas corruption, but 1t went ecoording t0 rules, porcentages
wuere were oonstraiats and everyone kncv what t0 expyect; ncv it's {
everyoue for bimself, there are 00 limits, the process is out of
coutrol." :

4. YA dons it patter? | .
The above catalogiog of corruption 18 based on hearsay, alleguttonT

epeculation, Before undertaking the painful, ricky eand difficult
task of investigating these patterns in dotail, 4t 18 nececeary %o
tace the ¢3eation; ¥hat difforcnce does thio g1l soke, evea sup;osing
it to ba true? R

Obvicusly, direct dealing® tita the VC pirengthen the Co.muniat
offort.  Put 1% would De & great mistese to thiig tnct only -vc-aommq -
corruption® is dangerous to our causc. A gooaﬂdﬁza ecn bo nade that
all foras of GVN corruption are vulnerable to VC exploitation,meaken
tae QVN effort, and pose ss)or risko. j . _

)



4.

rostt drasaticaliy, ougoing vidozpread corruption, tacitly
acceptcd by the USG, maintains the constzat tareat of a major
rexpozs® by the U3 press, widerprecd rovulcion by tho U publie
with the GYN aund ita cauce, and enorsous presIure not rerely for
investigations aud persounel changss but for withdrawal of U3 ard,
troops and involvement (along vl sizultancous, ecd pocsibly -
111-timed pressure to o in the opposite direction, to take over the
adsinistration of tae governnent). 1Ibis could banyen, for exczple, - ~
aext week, or tomorrov. It could heppen with great suddennc2d, vi thoutd
warningj once corruption sxmx pecones & major story, aevoasd vill ’
wave no difficulty at sll in nosing out voluzes of sllogations, auch
of 1% true (and a lot of 4%, ou @ taey get started, prooavly
surprising to the USG)e

Aotion implication: Whatever is done, On 8 quiet, gyatenatio
and TThUE=-teil Taois, vo deal vith the pkenozenon of gorruption
itself, there should be closely-held c-ntin«ency plannink going oOn
Lo¥ to prepare for a crisis in pudblic couiidonce snd support
triggered by mewspaper or Congressional charges 0F investigations.

-

Hovever, even vithout any nevw, dre=atio exposures, the prooess
of corruption involves important costs acd riskss ).
a. 2Ine ateady contrast in tae mind of the VEeas public hsivwesn f:;
the venal GVi and the wingorruptible,* dcdicated VC=-hovwover dintorf:d

tne imege R4y be——cCal ounly be highly demaging to the morale, -
coamitaent, and dedication of tho2e who opp003 the Coomunists on N
other grouuds. Sose experisnced obasrverd beliove that tho var .

vill never be von in any significent sonse 80 long &8 this contrast
pCl‘.ﬁlt.. :

b, Some forms of oorruption (eeg+y salo of GVH gcrvices) directly
antsasonise the peasants; otrors (®e8ey IO0OF ccastruotion of buildings,
recuced nuabers of achools and cliuica tacouce of overcharsirg or
“total failure %o build those paid for) underaine GVN progrsas to wia
support.

c. AIRy corruption concoala vesknesd (o.¢.. pedding payrolls) or
lovers morale (diverting m333 funds; vathholding volfare fundsg
failure to provide adequately for depondants, velorans, voundsed)e.

d. Attentioan snd energies of officinls are preoccupied by caonnging
(ena concealing) corrupt operations; gotivities less cusccptible

to profit (such as Self-help projeots wzore closely watched by ,
viliagers, Americans OF Gli) are neglected or totally frozon. Ivwo .
cyuitzl cozuents are cozzonplaces “Province chicfe are too buoy
sakiny woney to have tize for onytbing olca®y “1f ey YT J-4etd B
vuck out of it, they aren't 19tczoatea in 1%." b .
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e. Precisely because corruption on curront -scales is not w»sccopted,”
either by the public or by the officiala® owan conscieucer, corruption
10 any fora opana tnea to blackonil ead Fubversion by the ¥C. At 2
lov level, oooperation in ordinnsy caugddng ¢rictly lesds o compiici’
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" produce a sisilar paralyeis of support. ‘*’;V /

Se

in VC flovs of souvds and erss, On higher and highoot levels,
opportunities for big profits and thrcats of expozure can subvert
not only key infuruants but thogse i1a cozzand pooitioans. e

f, High-level corruption offers itself ss a potent and plausiule
Justification for auy aspiring coup-naker, feeding further o
instability.

&« Exiateuce (aund suspicion) of corruption im conngotion with
price coutrols, black market operations end enforcement of
rogulations chanuels public resont egainst higher pricos—even '

wvhere basically caused by VC interdiction aud manipulation,

VC taxes, speculative hoarding, and Azerican sponding--sgainst —~

CVN officials. (Tnie is @ groving and potentially expiosive fora

of resentasnt sgainat the GVi). T, )
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5; Inhe impact of exposure ana scandals, ~- ‘ﬁ
i ' b
The majOr efiects of exposure have already been menticned. - _

To liet soae Others: _ S
-'..“ J .‘.

a. Erposes of diversiou and nicuse of U8 funds and goods cau16;~§~}ﬁ;
easily result in such tight wraps boirg put on any erxpsnditures by 6 .-
USON or thaxxess other US agencies &3 to0 freszs up all field
operationa. Aay posaibility ol greater deceairalization to proviace~
would be dead. US coatrols and audits might be gleanzed on 80 _
abruptly &s to Raxs cause baximua political dazage. . T

b. Implicationa of US3 ignorance, pansivity or coaplioity——and
these might be fanned by irresponsidble covsnen, by those accused
within 8VN, by potentiial coup-cokera in SVH, and by oppoaition
spokesaen in Congress aud universities——could have ma,or douestid .
gelitical effects in toe U3y gol A1pAeA o 1T ROYESY0s LILTEED: S0
¢. Parallels drava to experiecuce with the Ciinats on mainland -
chins could touch very ecusitive nervea im the U3, and belp %0

Lo S

d. At the leastjrelations beivecn the Kicolon asd the Cii would
be put under almost intolerabdle straings. 7The rosult co.lé bo s ..
paralysis of GVi progroaa, exploitable by tae VC. Feanwnile, "« _ .
there would ik vegreatly-increaned pnarehannien by tne Vizco thet

nens s

the US was about to negotiate or witiarovs wita all the ponic and ;;*

paralytic respouses cauged by that erxpoctiaticn. Coamandors and °
officiels at sil levels would be uncertzin not only of their owa. .-

.

0y

“jobs but of their superiors', vith all the feriliar accozpanying ,

phenozens. All tnvse wnose ambitions to .rua tho goveruzant thendelvei
ere close to the surface would gquickly procs thoir Olaiﬂgf»p06010§] )
vith totally chaotic efiect (siailar % Septeaber 1964), ~And :

\\throm all this, the VC would be busy, in the fields scdicities. _

o
NS . . , - !/ -
‘ ' 5 / 4 . - .
. ] - -,
) ) . )’ ’ o,
- A ’ - e e - et s T urlbhos . Bt . B o5



. 6.
be ®nat can the UZ do?

a. Infora itrelf, in & gystczatic, comprensuaive, dotailod vay,
of tue patterus, uature end extent of corruption in Vi
in1a involveass .

1. ASsigning respousibility to speoific fueunts for disoreet
© investigation and informavioie-gathering, probably under. the
direction of a specially-forzed contrcl body to'Rizezixiin guide
the investigation aund coordinste evideace. Y ;

2. Cathering avail.oble inforuacion, scattored throu; reports
au various esgoucies, into as ccxprehanaive & picture &3 pocalble;
initicting investiyations to check allesatioms, fill gcps, follow

W

up lcadas.
. 3. §8pecial weasures to i&prove security of -this procoss aid
avoid prezature newsleaks or GVi panic. :

. Y
be [p3ternine e beaio policy, on the banis of infornatic, turned
up by Anveotipation. A4 s8p2cial policy-level working ero v nisht
be foracd quietly, overlepping vith and overgecing whe contiol -
efOup moatioued adbove, to freze policy racozzsiioticnsz: Lneluding”
timing and manner of interaction on this subjocik witln Lolectsd QV
8% officials, basic attitude touard various gptcitic praciices,
possible US controls and GVN improved sdcinietration, o ©3tions
for GVN tactics, contingeuncy plannirg on praziturc expus.rd.

6. provide guidelines to all U3 officiels in GV on their
responsidilities sor observing end reporting irresularities, ou
auditing and cheukiug end-use of US =sid.

de yiovide roving te~na of erraorienced L.4tvidunls So Jiozucs
local pruviens with U§ tield officials, edvipdzg them wirs O .
wvatch for, tactiul and effsctive zotusls for forealnliiciy ’
tezptatious ou the part of thelir counterparta, practices 1o avoid

or tu maiutain ou their owa part. :

"@s Move toward much zore widecpresd end reliecble monitoriuy aund
control of the eud-uge of U3 fuude and conuocdities.

f. la gonersl, got its own houle in order,.es a st~ri, 1'% prior

ebssrce of the stepa above hes actcd to Guoourape-~tg i liooanlizyver

g,  rentedapfanienssers miiCArEngaryioinentangointedoo u :

wneertong v, movro—ueredody paes fallingss hopsiully, before we

era 4re -~ 34 Anto a whirlnool,. o
. Cron i . cw.aor hausd, Af vith thoe aid of CTH officiala, E2jOr !

abuzcs caa bo eliminated and tho moat dnngeroup char,es nvirted,

a cozprchensive and well-publicized antiecorruyiion caupalyn could-

be vae of tae most poteut political platiorms devisable in Vi,

; -
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