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JUMODUCTION
 

South Vietnam's higway,syntem plays an.important , role in the 

security, stability, and economy of the country. Consisting of over
 

20,000 kilometers of roads that link the population canters, the
 

agricultural areas and urban markets, the major cities and seaports,
 

and the capital and outlying admtnintrative canters, the highway system
 

facilitites support of military operations, promotes national unity by
 

providing for interchange between the central government and the largely 

rural populace, and supports agricultural and other economic activities. . 

Because alternative moans of transportation are limited, the .highway
 

system Isconsidered vital to the well-boing of the country. 

Complete data regarding the total cost of U.s. support'and asistana. 

to the GVN for roads and highways isnot available. Based on the infor'-. 

mation that isavailable from 1965 through fiacalyear 1973, the US. 

has expended about $1 billion for this purpose(adAlthough the purpose 

of this asaistance was primarily to upgrade existing highways to military 

standards in support of the war effort, the improved highways that resulted 

are considered an Iiportant asset for the postwar economic development of 

the countr'. As of June.30, 1973, about 488 million of assistance for 

highways was in the pipeline and addLLonel funds may be requested in 

the futire" Primarily foronurther esmootruct ion work, 
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outh Vietnsw ' Hiby Syte 

The various typea f rroads that e up the highway system are: 
Clan sifted road#:t TotalKilonieter. 

--national highwayss connecting the major distriots of
 
the country to Saigon. 3,800
 

-tinterprovincial highways, connecting provincial 
capital* to the national highways. 2,700 

Secondary
 

--provincial roads, connecting provincial districts to
 
provincial capitals and thus to the interprovincial
 
add national highways. 3,600
 

--rural roads, serving as feeder routes to the above: 
roads. 3 

13,.800 

Unglallifted roads
 

--unimproved roads, tracks and trails traditionally
 
maintained by the villages and local populace. 4,400
 

itv streetea
 

--streets maintained by the autonomous cities, -1,600
 

About 4,800 of the 6,500 kilometer of.primary roads are asphalt 

surfaced- and. the remainder graveLI surfaced. About 400 klometers of 

provincial roads are asphalt surfaced, 1. 100 iliate gravel surfaced$ 

and the remaining 2,100 kilometers are earth and laterite. Most of the 

rural roads are of earth,
 

The system also includes nome 4,500 bridges with a total length of 

about 99,000 moters. This existing network of roado and highways is 

considered adequate for current transportation needs and future economic 

development plans, but roquired upgrading, repair of war damages, and 

continuing routine maintenance, 
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U.S. Asalstance for Road@ and.Hi&hwnv,
 

This assistance began In 1955 with the I"itiation of two!USAID 

projects that cost about $52.3 million until they were terminated in 

1965. From fiscal year 1965 through fiscal year 1973 an additional 

$1.086 illnl has boon provided, primarily by the Department of 

Defense (DOD) as shown below. 

ProJect_fundinR 

Prolect / 

294-Highways Improvement 


332-Rural Development (Secondary
 
Roads) 


370-Saigon Area Action rogra 

(Saigon streets) 

392-Provincial Roads and Quarries 

396-N a Trang Streets 

408-Highway Advisory Assistance ' 

Total .1".630$221 

DOD/Lines of Communication (LOC),
Non-project Funding 


Total AID/DOD project and non-,'
 
project funding 


Hetimated DOD assistance for which 
cost data are unavailable (Beepage 54) : .. 

Total U.S. assistance Y
.1965-130 


Ohltsations 
Total 
Obli-

Pipoline 
as of 

AID DOD itationg 6/07 
(000 omltted) 

1965-1975 f 968 0177o465 $178e433 426,222 

1969-1974 


...
 
1968-1972 


1968-1972 


1968-1972 

973-1977 

.1968-1975 


- 5,661 5,661' 2,606, 

4,192 " - 4,192 

16 031 . - 16 031 1,581 

3,000 - 3,000 -

. 38,241 40.680 39.616 

"36 $247,997 $70,025 

313.2183 658. 

561,210 *88,683i 

'52,0 

-

1/ oam Appendix I for Additional information concerning these projects. 
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In addition to dollar funds, about V'N15.5 billion of USAID 

controlled counterpart funds have been utilised in connection with 

the above projects. Because of the frequent changes in exchange rates 

over-the period of the projects, we did not attempt to detormine :the 

exact dollar equivalent of thse funds. iowever, at'the oficial exchange 

tate,Ine ect oil June 30, 1975o' thie would be about $31.million'. The 

actual dollar equivalent would 'be consderably :higher *due to the, lover 

rates in effect in the past, 

Responsibility for administering all assistance ito.highways was 

assumed by the Military Aistanuce Comands'Vietnam (MACV) in fiscal 

year 1968. Overall responsibility was transferred to USAh rin July1972. 

except for some DOD construction work in the pipelie,and some assistance. 

to Army of Vietnam (AM engineors. 

Moot of the funds have been spent for reconstruction of highways and
 

most of this work was done under DOD's LOC program. The LOC program was
 

begun infiscal year 1968 to provide adequate highways to support the
 

war effort. The program consinted minly of upgrading much of the
 

existing national and interprovincial highways to modern standards. It
 

also included some new construction, such as bypasses around population 

centors, repair and replacement of bridges, and Improvements of city
 

streets.. The status of the LOO progrm as of June I, 1973 was as followst,
 



Kilometors ofLRecontructon 
Work Done Bv kr~ama Conletd 

U.S. troops 1,759 1,759 
U.S. military contractor 989 989 
Free World Forces 12 12 
Republic of Vietnam Armed Forces': 

(RVNA) 671 344 
Lump Sum contraotora V./ 108 760 
Deferred 536 

Total407316 

1/ One Vietnamese and two- Korean cntractors. 

The cost of the LOC p*ogr4m, which. includes some funding under projects 

294-Highways Improvement, and i192-Provincial Roads and Quarries, as well 

as the DOD non-project funding, is reported as about $460 million. :However, 

this does not include the cost of US. Army Engineer Battalions that worked 

on the LC program for about three years and completed 60 percent of 

the highways reconstructed under the program as of June 1, 1973. Although, 

supporting records are no longer iavailable, the cost of this effort is"_ 

estiated by former LOC program officials as about $500 million. In 

addition, records are unavailable regarding Military Sealift Command costo 

for transporting rock for the program over a 6-year perioda;.Thise cost 

has been estimated as roughly $25 million. 

S;. .
 



U.S._ASSITANCE TO flEVELO
 
LOUTH VIA-UNAM' S RIGNJAY
 
1AIFNTENAlUCE CAPABILITY
 

The Director~ate Genral of Hihways(gOI 4 

The GON agency charged with the respon~bility for maintaining 

classified roads is the Directorate General of Highways. In practice, 

/ this responsibility has been limited mainly to the national and inter­

provinocial highways D maintains a personnel strength of aroundDH 


44000, has an estimated 2,700 units of highway maintenance equipment, 

and the following facilities: 

--a central headquarters in Saigon.
 

--a central repair shop for major repairs and
 
overhaul of highway equipment.
 

--a central repair parts depot to support the
 
central repair shop and district shops.­

--five.district offices from which highway 
maintenance teams operate and district shops 
that perform lower levels of.equipmont 
maintenance. : . 

--province shops that function mainly as service'
 

stations.
 

--a Highway Training Ochool for instruction of 
 K 
mechanics, equipment operators, surveyors
 
and draftsmen.
 

cutwo quarvi and two Gontruct ton eaterit* 

"TVh DGQH has been describeds a debilitated highway departmedf
 

' drawn off war effort, its
with much of its best manpower by the 

administrativa processes atrophied Zhrough non-use, and generally 

lacking the capability of maintaining the improved and relatively 

sophisticated highway system that resulted from the wartime highway program. 

I/ 	In July 1973, the DOH was ducreed an autonomous agency and renamed 
the Vietnamese Highway Administration (VIIA). lor convenience, we have 
used DGO1I throufhout Lhis report. 



A.sigance Provided by USAID to the DCOH
 

Extensive use has been made of technical service contracts in attempts 

to provide DGOI with the capability to maintain its equipment and highways., 

This assistance has been largely inefective for a number of reasons. 

The GM has not always provided the resources and support it agreed to,,. 

provide under project agreements. This would include tmly procurement. 

of sopre partsa poviding qualifled counteaptts to advisors to Implement 

the-advisor.' recommendations and providing the rosources necessary to, 

carry out recommendations. On the other hand, contractors have not 

always provided the number of advisors called for under the contracts, and 

those provided have sometimes bean less than competent. In some cases, 

contactors failed to perform specifei' tasks called for under the contracts 

, A ' In other cases the work performed was obviously unsatisfactovy and of 

~ittle, ifany, benefit to' the DGOR., Yet, 'with one exceptiong the 

, ' performances have been rated as satisfactory and the contrac­,contractors 

2-~ 	 tore have been reimbursed infull on'the ,basis of time expended, regardless 

of whether contract objectives were met.: 

We were 	informed that USAID In required to pay the contractors for 

all time expended, regardless of perfornwence, and the only recourse 

available ta USAID in the event of unsatisfactory performance is to 

terminate a portion or all of the contract. It is our understanding
 

that contraots are seldom terminated because such action usually creates
 

excessive legal problems. As a punitive measure, contractors that do
 

not perform satisfactorily are not awarded follow-on contracts.
 

At the 	DOOH's central repair facility, we found that contractors
 

G 	 did not perform wall enough to reoeive fo low-on contracts. However, 
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--

since each contractor had Its own systemor method Of ofaration. th 

same or Itl r tasks were repeated under succesiVe
vContracts.
 

Consequently, the return on the investment in. 8hesecontracts 

appears to have been marginal at best. 

In a 1972 analysis of technical services contracts, IDs 
Associato Director for Financial )4ana emont (AF)dsbd A pattera 

of inefficiency and mismanagement throughout the contract pr cess. The 

NA 'sisstatedthati 

--a mutuality of objectives frequently had not been
 
established among tho parties concerned; the GVN,
 
USAID, and the contractor. In many instances no
 
substancive prior consultations were undertaken
 
or concurrence sought from the GVN, and those
 
undertaken wore not: with the proper officials 
or at the proper level. Thus, the GVN often
 
failed to meet their renponsibilities. The
 
failure to establiah imitually understood and
 
agreed upon objectives was an underlying cause
 
of most of the failure of contractual effort.
 

in general the contractor operations were efforts
 
without specific plans, established priorities,
 
specific goals, identifiable intermediate objectiver;

timeframes or an established relationship of benefit
 
to cost.
 

--many contractors failed to accomplish major elements
 
set out in the scope of work and failed to provide- '
 
the personnel required to mdet objectives.
 

--contractor personnel somtimoas were not qualified 
technically for the npecialty inwht h they were 
advising or fuuctioning. 

--the language of contracts was often so broad and
 
indefinite that standards for performance could not
 
be established; regardless of deficiencies, contrac­
tors often were rated as having complied with the
 
terms of the contracts.
 

The ADFN analysis recommended a number of remedial actions,to'improva 
iconttact services as shown below, 



I-contracts should b6 entered into only for the 
purpow.n of achieving clearly defined and 
verifiable objectives, aud assistance should 
be provided only in connection with achieve­
ment of such object:ivos. 

--contractor respons:Lbility for satisfactory
 
performance of scope of work should be
 
established.
 

--oontractor objectiaos chould be limitod Co 
those obtainable wtth available resources. 

-- complete understanding and agreement should be 
established among the GVN,,USAID, and the 
contractor regarding objectives and resource
 
requiroemnts. 

--contractor evaluation procedures should be 
revised to oliminate unsupportable opinions 
of contractor performanco and address themselves 
to measurable progress of the contractors toward 
fulfilling specific work plans. 

We found that many of the deficiencies cited by the ADPX analys8. 

perItan 'tothe contract services provided to the DGO. 

Past Assistance 

Under Project 392, Provincial Roads and Quarries, USAID entered 

into two series of contracts that cost about 6.7 million to provide 

advisory support to DGOH and assistance for equipment maintenance,. 

Advisory support assistance wa's provided under three successive contracts 

during the period December 1968 through March 1973. The purpose of the 

contracts Was eeaentially to develop a modern road maintenance capability.: 

within the DGOH. The service'to.:be provided inluded: 
. ....... ... p o~i~d ift','Ld ,9.,p 



--assistance to mobile highway maintonance teams 
ineach of the five highway districts insuch 
areas as developnont of maintenance techniques, 
supervision and training of work crows, and 
operation and maintenance of aquipment used 
by the teams.
 

**trainin8 of management personnel in highway

deportmcnt functionn much an preparation of
 
work schedules, equipwnt maintenance manage­
mont, job Inspections and personnel administra­
tion.
 

--establishing procedures for rehabilitation'and 
maintenance of equipmwnt via supervision of 
district repair shop operations.
 

-training of maintenance supervisors and mechanics.­

--establishing an equipment inventory system and
 
a functional spare parts system for the district
 
shops and training supply personnel.
 

--developing soil tooting techniquas and training

DOOlI personnel to utilizo coil testing incon-

Junction with highway maintenance and construction.
 

The contracts were amonded to include training ARV Engineer
 

Battalions inhighway construction techniques. Management of contract
 

services related to DGOQ was transferred from MACV to USAID in July 1972, 

with WACV retaining responsibility for assistance to the ARVN.. DeficAnc Is 

noted In contractor performance were as follows: 

&--MCV
reported that one contractor never provided 
G/W . -t more than 13 personnel, although the contract 

reqiuired 15. 
--USAID auditora roported that one contractor failed
 

S.. to carry out some work asniSnments required under
 
" ,'. '_.the contract. Since the contract scope of work. 
 c 

, ".'dentif.led
tol to be i:r~ormcd fox: wh~ict
 



Reg'rdl.s, R4AGV and/or UMID rated each contractor's performance 

as satisfactory.
 

Assistance for equipment maintenance was provided under three' 

successive contracts during the period September 1968 through July 1972 

The first two contracts ran until January 1971 and were primarily for 

rehabiltatori and maintenance of equipment at DGOJI's central repair 

facility tnd ae th6 fiva highway divtvtet shopis. The eontraetori w re 

to manage, operate, and maintain the central facility for both equip­

ment repairs and logiLtieal support of contractor and DGOH field 

operations. In addition to actual equipment repair, the work included 

determination of parts requirements, warehousing and storage of parts, 

taking an inventory of spare parts and establtshing and maintaining a 

central stock record system. 

The !!gnd contract placed increased emphasis on preparing the, DGH 

to take over the central r.apair facility. 

The objective of the third contract, which initially was to: run. fro i 

December 1970 through January 1972, was:Vietnainiation of the central '. 

repair facility to the extent that a viable,', workLng Vitnamese organisa­

tLIon would be in operation by Janunry 1972. The contract period was 

subsequently extended to July 1972.
 

There were numarous deficLencies in the .performInce of these 

contracts. MACV reported that the first contractor did not meet thq 

equipment repair priorities, primarily because,of problems in obtaining 

spare parts. The contractor vas abivolved of any blame becauae the GVN's 

Central Logsie acy'(CA) was responsible for providing spare parts 



Support.. The.contractorm performance was also reportedly hampered 

by the unavailability of skilled Vietnamese, which necessitated hiring 

at a 	much lower skill level than desired. However, the first contractor 

apparently was responsible for unsatisfactory performance in some areas. 

U&AID 	auditors rpported that the second contractc- inherited a deplorable
 

situation in regard to spare parts. aP the first cQntraQtor had indiocrim­

1nately ordered parts without regard to requirements which resulted in a 

' 	 large inventory of excess and obsolete items. In addition, many opf the
 

tasks that the first contractor was paid to complete had to be repeated
 

under the follow-on contract, and UVAID's Legal Office:'decided that the
 

first contractor would not be considered for further contracts.
 

Many 	deficiencies were reported with respect to the second contractor's
 

perfoance.. Reports show that:
 

--progress was unacceptably slows finished work was generally­
unsatisfactory, and although improvement was made after
 
some personnel changes, satisfactory performance was never
 
achieved.
 

$ --four of seven heavy duty mechanics were technically 
A Y unqualified for their positions, 

--the contractor failed to establish and maintain a 
dependable inventory, stock records were so unreliable 
that the succonsor contractor was required to make.a 
complete iow inventory, and obsolete parts were 
stockpiled due to unrealistic estimates of requirements. 

--the performanco of contractor peroonnal an advisors to 
the Viotnameeo wan unsatisfactory. 

--little training of Vietnmoso personnol vat done.
 
Contractor personnal wore largely unsuited for carvyins
 

..out an effective training program.
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rOne of th moti important tasks assigned to the third contractor 

was to.,develop and implement a bilingual Manual of Operating Procedures 

to serve as the basis for future shop and maintenance operations and the 

The manual was not completedVietnamization of the central repair facility. 


0,until March 1972, about 10 months later than required by the contract. The
 

eli delay was partly due to DGOH reviews and translations, but the contractor 

Jis alio 88fiitddfdd eo b laVx 1i fifia OUL tehi paRE of Lhe eO aet. 

In addition, although the manual was approved and accepted.by DGOII and 

"/> USAID, it was found by current contract advisors to be too voluminous, 

wordy, ambiguous, technical and sophisticated, and therefore impractical 

to implement or utilize. At the time of our review, the manu"l was being 

,revised in order to implement more practical procedures. 
'The contractor did not comploe the required inventory of spate
 

parts until May 1972, more than one year behind schedule. We were
 

infl'-med that the inventory contained so many discrepancies that a
 

completenew inventory had to be made by the current contractor.
 

Under Project 408, Highway Advisory Assistance, another contract
 

was awarded in January 1973 fo. equipment and supply management to assist 

t e DGOH in establishing and iwplementing systems and procedures for 

management, maintenance, repairs and overhaul of its equipment fleet; 

and management and operation ol! repair shopa and warehousing and supply 

division. Many of the specific fuhctions and tasks to be carried out
 

under this contract are the ate a. under tits previous contracts discussed
 

above. Obviously, the prior contracts did not result in any significant
 

improvements inDGOH capabilities. Resardless, the performance of al
 

the contractors, with one exception, was rated aa satisfactory and all of
 

the contractors ware paid in full on the basIs of level of effort
 

provided.
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Current Asietance 

The stated Purpose of Project 408, Highway Advisory Assistance,Qbegun
In fiscal year 1973, was to increase the institutional capability 

of the DGOH to maintain and develop the highway system by improvement of 

its mnagerial perfarmance, procedures, techniques and methoda in all 

functional areas,. In spite of the previous contracts awarded, USAID's 

Justification for the project noted the following constraints or
 

weaknesses within DGOI that precluded it from effectively carrying out 

its responsibilities for maintaining and developing the highway system., 

In regard to equipment management and maintenance: 

-- equipment preventive mintenance procedures are 
not adequately implemented in the districts or 
provinces, resulting in excessive equipment
downtime and repair conts.
 

district and provincial repair facilities are
 
generally inadequately equipped for equipment
 
maintenance and repair.
 

-- the heavy equipm.nt and supporting vehicle 
fleet are old and non-ntandardized, creatina
 
maintenance and spare parts supply problems.
 

--excessive equipmont downtima continuos from
 
lack of ti=nly spare parts procurement and
 
distribution.
 

-'equipment management procedures and practices,
based on a coat accounting cystom covering all 
equipment coots, have not buen cstabliohed. 

In reprd to DCOOI planning and admlniatration: 

DGOII cannot accomplish valid maintenanco and
 
improvement planning b.enuso It lacka current,
 
accurate data on tra fic composition and
 
volume and on road conditooa.
 

program planning and budgeting functions lack 
acc'trato data relative to cost og materials and
work, such aa for contract construction and
 
highway maintenanco. 

http:equipm.nt


M--DORl lacks an adequate procuremant system which
 
accurately forecanto construction and maintonance
 
muterials requiremantno estiniates production
 
capAcities, and initiates procurement in a timely,
 
orderly and economical manner.
 

e-DCOH personnel lack adequate management and technical 
skills.
 

--construction contract administration is inadequate
 
due to a lack of .modernprocedures and a trained
 

To improve DGOHOs capabilities in these areas, USAID provided funds 

for the DGOH to award throe contracts to U.S. firms to provide advisors: 

to the DGOH in the areas of management systemt contract *Odmnitration, 

and,equipmant and supply management, as follows: 

Anticipated 
Period of Dollar Extension (Cost
 

+. Contract, Contract- Cost Undetermined)
 

7ISquipmonltand supply managomant; 1/30/73 to, $699,000 To 1/28/76
 

-. 1/29/75 .
 
ontract administration.*5/ 4/73 to -635,O0O To 5/ 2/75
 

5/3/74 

gemnt.advisory- services,. 	 1/15/73 to" $450,000 To 1/13/76 

1/14/74 

As favas we could'determine, 	the irot six months of the'equipment 

and supply management contract have been essentially devoted to staffing,
 
- surveying existing conditions as a basis for preparing A detailed workplan.h
 

correcting the inventories, and reviewing and revising tho operating 

manual prepared by the previous contractor. No evaluation reports have 

. been made as yat by USAID of contractor performanco. 

The purpose of the contract administration contract is to assist the 

DGQO1 in development of procodures and a trained staff to plan, award, 

suparvise, and control DOOR contractn £or highway construction and 

rehabilitation. .This assistance is programmod to continue until 4ay 1975. 
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At the timacoE our raviev, the c'Ao t hIad not been*fullY1 staffEd and, 
effort had been directed tavaid o ofr.'t carryina ut, 

the work assigned under the contract. 

.011h- The purpose of the management advisory services contract Is to assist 

thDO in desLnlng, establishing, and mrIlonting comprehanuive manage­

mont ays memIn all funct.xpnl areao, ninludin; orgciniing, etaffing, 

training, plauning financial vanaeoment and accounting. Although the 

contractor's monthly reports gnerally 4oscribo progress as good, problems 

are being encountered. ror ezemple, in the rean of financial mangemant 

and accounting, we were informed by U.S. advisors tat DGOH had no qualified 

accountants or budget specialists, and the accounting systeta provides for 

little more than posting. Although 59 DGOUI personneohave attended accounting 

courses at the tional Instituco of In-service Training since 1970, there 

is still no one on the stff constdored by the advisors to be copotent 

enough to be trained in accounting principloo or syntemn. We wore infomed 

Chat due to this 4l O~t total lack of empertiea, plane for davolopmz-nt of 

an effective financial rznaget-wnt yPatem havo baen significantly dolayed. 

Although the GVN agrced to provido qualified canaga.ent paroonnel 

to work an counterparts to U.S. advinors, thin hav not been done and the 

contractor's reOzmosndation to replace present counterparts with mora 

competent person.nel has not been acted upon. This to reportedly d'-laying 

accomplishmnt of contract objectives. 

Titers are indications that a m1tLual understnndin- iith the GVN ns to 

Cntract objectives ,nd purpova had not boon astablimold prior to award of 

the contracts. RUportem y. *me slippage lne occurred because Viotnarise 
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..
personnal lbelieved the U.S,.advisors wore to perform opeionaol tag). ­

rather,: than advis, the Vietnamese in their performance. In addition,
 

achievement of the objectives of Project 408are'to be realized through
 

these contracts and thin requires en increase in personnel and funding
 

which the GVU has been either unable or unwilling to provide. The
 

effective implementation of comprehensive management systems and systems
 

for equipment and supply managements the purpose of two of the contracts
 

under ProJect 408, Is dependent to a great extent on the availability of,
 

competent counterparts and other Vletnamose personnel. As noted aboe much 

personnel are not available or have not been provided. The lack of sufficient 

- funds and Inadequate spare parts support discussed later In this summary also 

appear to inhibit achievement of project and contract objectives, 'At this 

point, it appears doubtful that project and contract objectives will be rat
 

unless the GN provides adequate input.to the project.
 

In addition, since contractors are paid on the basls of time expended
 

rather than their accomplishments, it appears that ther is little incentive
 

for them to perform effectively.' Tihe return on the invoot~mnt in current 

technical assistance contracts may be marginal, just as in the past, unless
 

changes are made to provide Incentives for the contractors to moot stated
 

contract objectives.
 

,, 17 ,
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AN EFFECTIVE HIGHWAY PROGRAM 

Vehicle Weight Control Problemg
 

An effective vehicle weighit control program to protect'and preserve
 

road is regarded as an indiopenuible activity of any highway system.
 
Such a program i of increased ,aport.noo or South Vietnam becaus'a6
 

significant portion of the highv'ay 
are built on aitypa of base joul
 

that results in a faster than normal rate of highway deterioration. The"
 

GVN weight control program can be charitably termed ineffective.
 

Although the GVN has had a law limiting vehicle weights since 1967,
 

there has been no effective program of enforceent. U.S. officials have
 

reported that trucks are outfitted with overload springs, the frames and
 

beds extend beyond the dimension designed by the manufacturers, and the 

vehicles are loaded until they cannot physically hold more. Single axle
 

commercial vehicles routinely carry loads weighin 
double the legal limit
 

of 18,000 pounds. 
The effect of such loads on highways hau been demonstrated
 

by studies that show a 24,000 pound load has three and a half times the
 

deteriorating effect as an 18,000 pound load. 
A 30,000 pound load line
 

nine times the deteriorating effect as an 18,000 pound load. 
Consequently,
 

disintegration of highways is reported as typical on nearly all road systems
 

throughout the country. 
Highways designed and conatructed to last 15
 

to 20 years with normal maintenaco tire brnealing down and requiring major
 

maintenance after only two or thvee yetrs. 
For example, two sections of 

national highways totaling over 30 kilometers and raconstructed b, the U.S. 

under the LOC program about throe years oz-J-0o r,'revp ruAjo- repairs 

under USAD$ current highway program at a coot of over 04 million. 
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Thedeteriorationi of' those sections -Arn att'r bute6d-to the ,combined factors 

of rapid construction because o0heavy fighting in the area and to over- + 

loaded trucks.
 

The routine overloading of trcks and its effects on the highways"
 

has long been recognized. In December 1970 MACV reported to USAID on the 

problem and noted that military vehlclos were not at fault, as commonly 

believed, but.the damage was being done by single axle commercial trucks. 
MACV concluded that without enforcement of load limits, the cost of main­

tamning the hLshways was becominig exorbitant.
 

In February 1971, the U.S. Ambanaador incharge of Civil Operations
 

for Rural Development Support (CORDS) wrote 
 the Prime Minister about the
 

problem, strossing the need for a vigorous and forceful weight control
 

program.
 

In July 1971,. a 
limited program %wa begun but was discontinued after'+++ 

one wek toawait approval from the Prime Minister and until elections, 

wore over. Limited operation was resmed inNovember 1971, ihas. continued' :++' 

sporadically, but remains ineffective.
 

From May 1971 to April 1972 a 1ACV highway engineer attended 34 

meetings with GVN and/or U.S. officinla'attemptLngto formulate an 

effectivie weighing program with little progress reported.
 

In Agust 1972, a U.S. consulting fIrm reviewing the highway program 

reported that although it wan widely recognized that the degradation of the 

highway system wos accelerating beyond any normal expectancy because of 

con£nual almost universal overloading of vehicles, nothing was done. 
The girm concluded that lack of action to control highway loads to the 
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limits of highway design was ttol ble g :view of'high and-inoreas Ing 

damage, and that unless action was taken soon, there vis considerable 

question as to whether the Republic of Viem could ever maintain an 

economically viable highway system. 

In February 1973, the UBAII) Mission Director wrote the Serety of 

"In miny placo, roads donigned to survive 20 years
 
with routina maintonanco wore show;ing serious distress 
after two or thrce years of Parvico. The consequence 
of thin .abunivepractice to the economy of Viotnni 
and the evident quick dissipationof the half-billion 
U.S. dollar investment in the LOC highway progria 
in my judgement, roquiro that the problomi receive 
the urgent attention of the higheat authority in 
both our governments." 

The Mission Director also referred to the $55 million programied 

for exTenditure by the U.S. on highways, noting that. contracts wore 

being awarded to repair and resurface LOC highways which wore built 

within the last four years, and questioned the wisdom of additional 

investments of this magnitude without effective safeguards to prevent 

destructive truck loadings. He also pointed out the need to man 

additional weighing sites and operate them 24 houro a day (or curfew to 

curfew), He noted that thora was only one weighing station in Vietnam 

and it only operated part of each day. Overloaded trucks simply parked 

in full view Of enforcem nt officials and waited for the station to 

closafor the day.
 

The Secretary of State agreed to start an Iam£ediate vehicle weight 

control program and in Harsh 1973, USAID assigned a full-time advisor 

to provide assistance. 
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A, June 1973 UU -analysis' 	indicated a number of reasons for the 

lack of an effective welght control program and the considerable
 

difficulties that would have 
 to be overcome. For example, no GVN
 

executive 
In a position to do so had assumed responsibility for the
 
program or shown an 
interest in providing the personnol, funds, eqtkipment, 

direction or supervision to enable an effective program to flourish. This 
isprobably due, at least in part, to the fragmentation of rosponsib£lity, 

interesto and authority between the various agencies involved in the 

•program. 	As described by USAIDg, 

-. the DGOH haS an inherent intereot inhighways, but
 
no police power nor responsibility for the program.
 

--the National Police hap tae power to enforce weight

laws, but no decreed reApontibility nor inherent­
interest in the program.
 

--the Directozate of Land Transport (DLX) has the 
decreed responsibility to adminioter the program,
but no inherent intorent and no authority to 
enforce the law. 

In addition, personnel from the cooperating agencies are not ansigned
 

to the weight control teams, but are iaerely loatod. They may be withdrawn 

at any time and are not always available to be used when and whore 

necessary to best administer the program. 

Also, the National Police want vinighing teams to obtain police 

personnel from the province in which the team may be oporating on any 

given day. However there ts no assuranae that Provincial Police Chefa
 

will cooperate In providing personnel. In one cane a Province Chief
 

ordered the weighing team out of the province because he did not believe
 

In the need for weighinrt trueks&
 

,.',21 '! 



At present. the penalty for violation' of 'the weight-iiit L 600 

piasters or US. 010'200 regardless of the amount of overload. For 

secondind subsequentvio ins, the fino in the same,, but the vehIcle 

registration and trip ticket may be withheld. If they are, the vehicle 

oust be impounded. Because of .problems with Impoundment and violent 

reacoLan and omplafueu by owncrat Pomootwo@ stifLod by long delLys 

in return of papers, plum the lack of cooperation by the police in 

impounding the vohicle, very few vehicles are impounded. In relation 

to the 600 plasters penalty, an overload of 10,000 to 18,000 pound..
 

brings the truck operator about 12,000 piasters to 23,000 piastero in 

receipts. Obviously, the present fine offers no detaront to overloading.
 

In June 1973, USAID proposed revised fines ranging from 1,500 piaators 

to 10,500 piasters based on the amount of overload for a firat offense 

and double and triple these amounto for second and subsequent offenses. 

As of late AugUst 1973, no action had been taken on this proposal. 

Due to the long period of disinteroait and inaction in regard to 

vehicle weight control, the GVN is now faced with overcoming the problem 

of overloading as a long-standiag, wll-established practice. Although 

it is illegal, it is a conerall:r accepted practice by the.Vietnamese 

public. Although truck owners havo reportedly been infrmed of the law 

and the reason for its existencs, they are unwilling to give up the 

profits made from overloading and prot;en any efforts to control wetghts. 

According to a USAID report, when the number of vehicle weighing teams 

was increased to four inApril-I4ay 1973, letters of protest were sent 
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to the Prime Minister and Presidents demonstrations were held at weighing 

sites, and editorials and adverse comnents appeared in the newspapers,
 

USAID also reported that grenades have been thrown at weighing teams,, 

various other acts of violence have been committed, and officials
 

responsible for the weight control program have received a number of
 

assasination threats.
 

In June 1973, USAID proposed an immedata short-term program calling­

for 21 weighing teams operating from curfew to curfew. This would
 

require an increase in personnel from 40 to 294, and an increase in 

annual funding from 4.6 million piasters to 45 million piasters. The 

GVN'appropriated 20 million piasters to fund the program through 1973.and
 

the Prime Minister's Office officially requested all province personnel to
 

support and assist the weighing teams.
 

In July 1973, the DLT submitted two decrees to higher authority for 

approval One proposed an expansion of weight laws to enable more effective
 

enforcement against violators, and the other proposed establishing a
 

Truck Weighing Service within the DLT and specifying responsibilities,
 

duties, and authority of the various members.
 

At the conclusion of our field work in Vietnam in late August 1973, 

no estimate was available as to whoe the 21 teams under the short-term
 

. program would be activated. Reportedly there were problems in obtaining 

qualified team loadors and othar personnel. The decrees mntionad above 

wore still awaiting approval'. We wore informed that even if the proposal
 

to increase fines Is approved, it must be published for six months before
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it takes effect as law, The fim weighing teams in operation continued, 

to be almost totally ineffective. They were still operating only about 

eight hours a day and never on Sunday. Trucks were continuing to park 

along the highway in viety of the weighing team until the team went to 

144Ah gr 049PP44 O9ra;449DO99; tho 44Y. OziQR9[ ;;OC449n W@ 0bseXV4. 

and counted 61 parked trucks, and t ms i-ha number of parked ttUcks 

reportedly reaches 200 or-more.
 

Regardless of the stated GV support for the vehicle weight controx 

program, it remains to be seen whether the necessary funds and personnel 

will materialize and the other obstacles to implementation of an effective 

program can be overcome. 

Spare Parts Procurement Problems 

The availability of spare parts has long been &.critical obstacle to 

efficient equipment maintenance operations. Moreover, DGOH has about 2,700
 

units of equipment, including a large number of items that are not economically
 

reparable and obsolete items for which spare parts are no longer made. Of
 

the remaining 1,600 to 1,700 units regarded as operational, an estimated
 

15 percent ate deadlined at any given time due to a lack of spare parts.
 

:y 1971, the GVN central repair foaility had accumulated a spare parts
 

~2Iinventory of about 130,000 line iterin valued at $15 million. However, 

Most of these items were of littlot se. U.S. contractors running the 

facility had ordered parts Indiscriminately with little re&rd Co actual 

requirements and were unable to estnblinh effective inventory, identifica-, 

tion, and distribution systems. Currently, tho inventory reportedly 

eonsists ot aboa 35.000 ine items valued at 04.8 million# of which 



about 42,000 items are not usable. Those include parts recoived from 

exces U.S. supplies for which DOOlt has no related equipment. Although 

supporting records are not readily available, it seems reasonable to 

bought with U.S. funds.....assume that most of these parts were 

As described by a U.s. consulting firma evicwing DOH operations 

in AuSust 1972, the spart parts supply function has boon charactetried 

' -lack of. adequate 4datification of equipmant
,:beilng supported.'­

!-'lack of knowledge of what the lrepair parts* 
inventory contained. 

-- erratic and poorly controlled stocking and 
* distribution.
 

-- absence of a coherent seto,"inventory operating
 
procedures.
 

--unresponsive repair parts procurement procedures.
 

The current U.S. contractor at the central repair facility is, 

reportedly providing assistance to the first four problem areas cited
 

above'I'Howver, spare parts procuromont procedures are likely to 

continue to be an on-going problem because of the GV-imposed 

requirement that spare parts be ordered through the Central Logistics 

Agency (CIA). 

In the past, U.S. contr4atora operating the repair facility have 

essentially been absolved of Klat for poor performnce in repairing 

equipment because they have ben required to rely on CIA for spare parts 

procurement. One cozqtractor ifor exampleU, had ordered over 1.250 parts 
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through CIA by September 1968. Five months later, only 128, or 12 

percent, of the parts had boon received. Regardloss, parts procurement 

through CIA was continued until February 1972 when another U.S. contractor 

was authorized to make direct procurement due to ClA's continued inadequate" 

support. Snce the terr4nattn of the latter contract, all orders ave . 

again been required to be plaed through CIA. Normally, one, to to years 

elapse from placement of an oder unti ireceipt of parts, and then :the' 

orders are often incomplete. In!:Xadditions CLA assesses a 14 percent 

service charge* 

To alleviate the problem, USA established a 'fund of $400 O00iO 

i / December 1972 to procure parts on an emergency basis which apparently 

, * circumvents some of the red tape and provides for air shipment. Although 

placed through CIA, these Orders have boon received within 70 to 100 days. 

We were informed that this fund, with about $220,000 remaining as of 

August 1973, will not be replenished. 

DGOH is allowed to buy parts directly if the order is for under 

I million piasters (about 02,000) and the parts are available in country. 

DGOH and U.S. officials believe they could obtain 70 percent of the spare 

parts needed under this procurement If local dealers would stock parts to 

mat DGOH's requirements. !iowever, local dealors reportedly are unwilling 

to invest in large inventories because of inflation, devaluation, and GVN 

pricing policies. 

Consoquently, it appears,:that DG01I's equipment maintenance operation 

., will continue to be hampered by the requirement to order parts through 

CLA, USAID, U*S. contract advisors, and DGOH officials were critical 
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.of this requirement because of the excessive cost and time factors 

Involved and were of the opinion that DGOII would have a spare parts
 

problem as long as parts have to be ordered through CIA.
 
Dersonnel lroblem
 

One of the major obstacles to DCOH attaining the capability to 

A U.S. consultant firm in 1972 estimatod that DG01! needed to incroaoo its 

staff from about 4,000 to 7,000 personnel in order to offcctively carry
 

out Its responsibilities for maintaining the classified highway system. 

They believed that due to the release of Vietnamese employees by the U.S. 

contractors, the labor market was sufficient to met DGOH needs. Howevers, 

DCOH has been unable to attract competent personnel, or even to retain 

all of Its qualified personnel. 

For example, although DGOH hap an acute shortage of engineers, it 

was unable to recruit any of 35 recent graduates of the Civil Engineering-

Sclwol of Vietnam, Although the CVN in the project agreement of Project 

480, agreed to provide an additional 600 people to DGOH in 1973, the D0OH 

budget for personnel decreased from 4,532 people in 1972 to 4,082 in 

1973. Actual personnel strength in July 1973 was down to 3,769, and the 

budget submission for 1974 called for 4,083 people. Obviously the M 

does not believe it can recruit or provide funds for the personnel DOH 

requires. 

'rhe basic problem reportedly I& that civil service salaries and 

benefits are not competitive wilth otho eactora. For oxample, a 

comparison of sectors of the mopthly compensation inpiasters for an 

engineer in 1972 showed: 
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DCOH Autonomous U.S, Private 

lCivil Service) Aiency tovS 

Single 19.895 41,275 56,604 100,000 

Married$ 5 children 26,595 44.025 58o404 103.150 

3/Vietnamese employees of U.S. agencies or ceontractorsa 

DOEcompen'sation was found to be competitive with the U.S sector. 

and autonomous agencies only in the lower skill categories, but only in 

the case of a married employee with a large family. 

Various tactics have been used to circumvent the low salary scales 

of the civil service. Contracts with VECCO, an autonomous CVN agoncy, 

have been used for the operation of DGOH's central repair facility and 

quarriesj, Job classifications for soma DOOI employees have been changed 

inorder to pay, for example, an accountant the higher salary of an 

engineer, and USAID has supplemented salaries at the DGOH's Highway 

Training School in order to retain qualified otaff.
 

Such measures, however, have been regarded as temporary with the 

preferred alternative to low civil service salaries being the establielumnt 

of DGOH as an autonomous agency. This waa done inJuly 1973, although 

implementation procedures may not be completed until 1974. This atap, 

intheory, will permit the new agency to pay higher salaries than civil
 

aery/ice and hopefully attract more and better qualified people. Although 

now pay scales were still being devlied at the tma og our review, it is 

estimated that funds for onlarlse will have to be doubled over 1973 lvole 

in order to make the now agency pay scales comparable to other autonomous 
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GVN agefleise. Since the -agency 'is to.bo fundedi through the GVN budget" 

which baa been Inadequate to sufficiently fund, D0O3 In .the,past9 it. 

appears that increases in funds necessary to attract and retain the 

personnel needed vill require 'Increased contributions from the',uUS.0 

Fund n -Problems
 

For r wiy yeara, the funds provided to DOOH by the' GVN have been 

inadequate for even routine operations. 

In the pasts these shortfalls were made up 'withlocal currency 

purchased with DOD dollar fundes--about 027 million--and contributed to 

DORH. W.a DGOH budget has also been supplemented by USAD-ontrolled 

local currency generated through sale of co modities under PL 480g Title 

I and the Conodity Import Program. From 1966 through 1973, the U.S. 

has provided about 53 percent of the funds for the DGOH budget. 

As originally planned under Project 408, the DOOH would be fully 

capable of maintaining the highway system and would be fully funded from 

the GN budget by 1978. To attain the necessary operational capability, the 

DGO budget would have to be increased substantially to provide for 

additional personnel, higher salaries, and expanded operations in general.
 

USAID intended for the GVH'a contribution to DGIOH to increase and USAID'g 

contribution to decline through 1977 aa showni In the table below. 

DGOJ[ 13MOET 
(Billions of plaotors)
 

1973 M7 = 97 17 
PlagnodArtJ a RLnoog P1~nnedF~na ~ Plnnned M.In 

Total requirennt, 7.7 $7.2 08.4 \ $-.510.5 $11.4 $12.8 
GVl contribution 2.9 2.2 4.0 2.7 5.4 7.2 9.8 
Us$, contribution 4.8 5,0 44 6.8... 5.1 4.2 3.0 
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The GVN contribution would have:to Increase by about-;330 percent, 

over the life of Project 408, The 2.9 billion pLasters OVN contribution 

planned for 1973 represented an Increase of 25 percent over 1972, but 

the actual increase was only 7 percent. Por 1974, the GVN was to 

provide 48 percent of the budget but apparently plans to provide only 27 

persan;t Who Mes M99 1974# vhfth wap to hnp.4ocreaed by,cgg fert~ 


eight percent, now is expected to Increase by 36 percent over 1973.
 

In view of this wide discrepancy between planned and actual contribu 

Ctons during the first two years of the five year project, it seem 

extremely unlikely that the GVN will fund the DGOQ fully by 1978. 

Moreover, the GVO announced in May 1973 that public works, including 

the highway program, will receive a lower priority than originally 

planned in order to mot more urgent needs of refugees and war victims. 

To solve the perpetual funding problem and increase the low civil 

service salaries, USAID recommnded the establi:hnant of DGOI as an 

autonomous GV4 agency, financed with highway unar fees, pri.rily gasoline 

taxes, such as is done in the U.S. This would provide a direct rolationship 

.,,between highway use and funds available for highway maintenance and improve­

ment. 'The DGOtZ has been decreed an autonomous agency with funds from 

bridge, ferry and road tolls availebli for its une, but not gasoline 

taxes. Receipts from tolls are insignificant and consequoutly 

the agency will continue, to rely on the GVN budget and U.B. contributions 

for its support.
 

30­



smeARY OF PRoTECT ASSXIMNCE 
T(;
 

SOUTH VIETNAM FOR ROADS AU. HIGHWAYS 

PROJECT 294-H1IHWAYS IMPROV MLRENT 

This project was begun in 1965 by USAID to provide commodity 

assistance to the DGOH. Since fiscal year 1967, DOD has provided all 

of the funding for the project4 The project hoe served as a vehicle 

for expanding DOD funds. earmarked for the DOD/LOC program. The .baic 

objective of the project since'fiscal year 1967, therefore, has been to
 

reconstruct highways to suppori military operations. An additional 

objective has been to improve t:he maintenance capability and performance 

r of the DO. Of $178 million obligated, about $127 million has been 

charged to the LOC program. The remainder of the funds have been obligated 

primarily for DCOH budget support, commodities, and to help fund contracts 

for -technical assistance to tho DGOH managed under Project 392, 

Termination of Project 294, previously scheduled for the end of 

fiscal year 1972, has been postponed until the end of fiscal year 1975, 

reportedly to enable DOD to provide advisory services for matorials 

production and supplemental labor for RVNAF engineer troops working on 

the LOC program through USAID contracts. 

PROJECT 332-RURAL DMMELOWT (SECONDARY ROADS), 

Under the pacification program, various projects were undertaken to 

enhance the security and prosperity of selected areas. Such projects 

included congtruction of roads and bridgos, Irriation syeatms, ochools, 

dispensaries, and markets. About 2,0500 kilometers of rural roads have 

been constructed by private contractors, province personnel, and U.S. 

and Viotnamoao military forcas Gince 1969 at.a cost of about 03 million. 
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About $5.7 million ha0 been obligatod and'this work Ui continuing,
 

PROJECT 370-SAIGON AREA ACTION 
)?ROGRAN (SA-IGON STRI-ETS) 

One objective of this projec Cwa to maintain an adoquat lovel of 
essential public services within the matropolitan area. To this end,
 

about 17 kilometers of key Saigon 'streets were wid ­n'd,.improved #nd
 
pyed during the period 1968-1972 at a 
cost' of about $02 million. Aboul 

63 kilometers of Saigon streets were also rehabilitatid under,the LOC 

program for about $11 million. 

PROJECT 392-PROVINCIAL ROADS-AND RVARRIC-S 

This project was initiated In fiscal year 1968 to support Project:294, 

Highways Improvement and the LOC program,). and to develOp a adequate road 
maintenance and repair capability within the DCOHI. The ,-major activities of 
the project not discussed in t a 'body: of 'the.report and rolated-costs,
 

wore as follows:
 

Irmprovemn nd operation +of 
_quarriqn (5.2 million) 

In order to help meet the increased demand for crushed rock resulting 
from the highway construction k'rogram, a contract was let with RR/BRJ 

in late 1967 to provide equipmonto materials, and technicians for the 

eistablsment and 'bprtoo ,teNui Sap qurry InAn Giang province

in the Delta. 
The Nui Sap quairy production Increased to 40,000 tons per 
month after installation of a crushing plant in 1968 and then to about 
80,000 tons after installation'tof a second crusher in 1970. DCOH was 

scheduled to assume responsibility for operation of the quarry in fiecal 

year 1972. However, duo to the urgent need for crushed rockl this did not 

ocur until July 1973, when Vlotniu, ano EnrLin oaing Conatruotion compaty 
(VECCO) took over the Nul Sap quarry under a contract with DOOR. 
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A small amount of support was -alsoprovided to the DGOH quarry
 

at Chau ThoL near Saigon. Originally operated by DGOH and then by 

VECCO under contract with DGOH, production was expected to reach
 

8,000 tons per month by 1971. 
As far as we could determine,
 

production never exceeded 3,000 tons per month. 
Due to Inefficient
 

operating conditions and lack of potential for expansion, this quarry
 

reportedly will be phased out.
 

Commodity supPort for DGOH ($Z.2.tw1ion) 

In addition to commodities to directly support the other activities
 

of the project, DGO11 was provided a variety of construction and main­

tenanc materials, such as piling, bridging steel, ferry boat engines,
 

tamping machines, and tires and tubes for heavy equipment. Equipmnt
 

was also provided for two DGOH pre-stress concrete plants. 
The 

concrete plants are operated by VECCO under cont:acts and production 

of these plants reportedly is near design capacity. 

Support for the Highway Training. 
School (TS) $.2 million) 

The fITS provides instruction in mechanics, heavy equipment 

operation, surveying and drafting. USAID assiatanco has included
 

provision of U.S. advisors, USAID local national employees as instructors,
 

commodities such as visual aids, tools, parts, and supplies, and funds
 

to supplement salaries of DGOH instructors. HTS has contributed little
 

to meeting DOOR needs for trained personnel. Instruction appears to
 

be little more than a familiarization process and graduates require
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further training and experience in order to attain any degree of
 

competence. 
From 1969 through mid-1973, 1,213 students graduated
 

from the school. 
Only 45 or 3.7 percent wore DGOI employees. The
 

other graduates returned to their provinces 
or the military forces
 

upon graduation.
 

PROJECT- 396-A.IA TRANG STREETS 

Uhdef this project, 10.6 kilometers of streets ware reconstructed
 

and related drainage provided during the period 1968-1972 at a cost of 

03 million. 

PROJECT 408-HIGhWAYS ADVISORY ASSISTANCE 

The stated purpose of this 5-year project, which began in fiscal
 

year 1973, is to increase the institutional capability of the DGOU to
 
maintain and develop the highway system. 
In this connection, USAID
 

awarded three technical assistance contracts to provide advisors to
 

the DGOH in the areas of management aystems, contract administration,
 
and equipment and supply manngement. 
The dollar costs of the controcts,
 

totaled $1.784 million.
 

Under project 408, USAID alao manages DOD funds for reconstruction
 

of war-damaged roads and bridges and completion of the LOC program. 
Ova.
 
$38 million of these fundo have been obligated for reconstruction of
 

highways and bridges and for architectural and engineering services
 

for -designand supervision of the work. 
As of June 30, 1973, no
 

expenditures had been made, and the actual construction work is 
not
 

expected.to be completed until after 1977.,
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COMMENTS ON GAO REVIEW OF HIGHWAY PROGRAM 
(Keyed to noted numbers in margins of attached copy of Report) 

GAO Report 

Paae No: USAID Comments 

(1) Data in USAID possession is only a small portion of the MACDC-LOC IO 

file. Complete files were not turned over to USAID.
 

(2) The purpose of the assistance was not to upgrade roads and
 

.,bridges to military standards but rather to restore them in support
 

of military operations, to assist pacification operations, and to
 

stimulate national economic growth and unity.
 

..
(3) Who.were "former LOC program officials?" Certainly none of the 
USAID engineers detailed to and under MACD-L C have any idea of this


:" ,
' i: . i - /any of ,..
 
e,, 4 t, 6? 

amount* 4 A 4 
,' ~~cne2~ 

(4) This statement was made:in 408 PROP in November 1971 and was 
 rk ¢i 

quite:true at that time, ?'uc progress has been made by the DGOH/VHA 

since'then, and the statement!'isnot factual today (November 1973). 

7(5) "Largely ineffective" islnot a fa"r statement. 
Although some­

timei statd. s"development -riented advisory contracts were really 

"operational"::unttiUSAID/DGO series of advisory contracts after W X/Iw
 

July.1 1972. 
However, in spite of all goals not having been reached,/f4 ,1J
 ' 
earlier :coniracta were of use'and operational progress was made, as 

.wel,as some development gosls, reached.o 

It I II lJ II [ lJ Il li • .(
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GAO Report 
Paie No.­

7 & 8 (6) The first contract referred to was with Trans-Asia, September 68 

to September 69. It was managed by the MACDC/LOC/CFM (Contracts and 

Facilities Management) Branch. USAID has no first-hand information 

but heard that ,(l) contractor performance was unsatisfactory, and :(2).
 

failure of CIA/NRPD to provide adequate spare parts support was a 

contributing factor. (Cliff Frank has more knowledge on this.) 

The second contract was with PA&E, September 69 to December 70. 

The PA&E performance was unsatisfactory and was reported as such. 

kgain, this contract was managed by the CFM Branch until mid-December 

1970. At that-time we:.(the MACDC/LOC Engineering Branch, USAID- C4 

letailed)-'took onCOR responsibilities and edited and amended the ..%a'
 

final..contractor evaluation report (which had been drafted by the
 

nilitary) to reflect failure to perform.
 

The negative tone of the GAO review fails to consider the fact
 

that contractors do fail to perform satisfactorily at times, the
 

wOrld,over. The GAO appears to be criticizing 4WA-ID for candidly
 

reporting a failure. The evaluation in question has provided a
 

measure of justification for not awarding subsequent contracts to
 

this contractor,
 

The third contract was with Philco Ford, December 29, 1970 to.
 

June 1972. The GAO did not discuss this contract with either
 

Bishop or Coffey (COR/alternate COR for MACD/LOC). Instead, comments
 

were apparently based on discussions with DMJM personnel who had nc
 

reaswn or background knowledge to Sive objactive comments.
 



GAO Report 

Pase No. .6 

9 (7) This statement does not"hold true for the present series of . 

USAID/IDGOH advisory contracts. Goals and measurable objectives have 

been set up in contracts in order to measure progress and performance. 

(8) This contract 
. !advisory-support. 

rovided essentially operational support-,.- ,not • 
Note extension through March1973 wasto provide.. 

0 i 

operational records control for CORDS and operational engineering 

support for ARYN. Note this contract was under 392 and 294. This 

contract was not under USAID/ETA except for the record-keeping for 

CORDS for extension of five men from July 1, 1972 through September 

1973. 

11 (9) USAID did not rate contractors. ETA was very careful to insist '-­

that contractor evaluations were not done by USAID-detailed engineering 

staff acting for USAID but as staff of 1CDC/LOC, which had res­

ponsibility and control. 

LA 

13 (10):. Not true. The VHA management and present advisory contractor, 

DHIM, have revised and simplified some of the procedures due to trans-' 

lation requirements and conditions; but the Manual is still essentially 

as prepared by Philco Ford. '.Nothinghas been rejected as useless (as 

implied by GAO). 

(11) This is not a fair statement. Although the inventory still 

needed some further work, it was in much better shape after being 

purged of the large amount (UoS .01,7 million) of excess parts. 

et 

, 1ULL 

I 

1 

" 
Philco Ford could be excused for not clearly compseting because of ,* t iL 



GAO Report
 
--Pae No
 

13 large influx of excess parts transferred to DGOH by ,MACDC during
 

(cant)
 
this time. Philco Ford handled and.screened these parts,: a :task
 

not covered 	in scope of contract and with noadditional staff.
 

(Info provided by former MACDC/LOC-detailed: engineer.)
 

(12) Prior to DMIM contract, DGOH (VHA) was not a viable operating 

organization .. 'ory while Philco'Ford was (Iqf ")-DJM is an advi contract 

'.operational. (Philco Ford had 23U.S. staff at .Suoi Lo 0. DIM 

,has 3.) 

Although the Philco Ford contract did not accomplish the degree 

of success in all aspect's of the operation that MACDC had hoped for,. iLL 

the report fails to mention that a-Vietnamese organization was left-' 

in place which did, and still does, operate the facility. This was 

in spite of the fact that DGOH, for budgetary reasons, reduced the 

staffingsubstantially after Philco Ford left the scene. Also, it 

was never contemplated that .no further advisory assistance would be
 

required after the Philco Ford contract.
 

14 &.15 	 (13)' Factual as stated except taken somewhat out of context by GAO., ,-


Also, conditions resulting from the war are completely ignored. ,
 

15 (14) DMJM performance has been evaluated as satisfactory for progress 

,,toward planned goals and objectives for the period from January 30, 1973 

to July 31, 1973. vW 
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16 (15) Three (not 59) have taken this course, and these three are 'Aie t. I'flI 

working hard in the accounting department in VHA (DGOH). 

The statement that no one is considered competent for training 

Lu4not true according to the Chief of Party for Roy Jorgensen Assoc. 

.Progress is now considered to be satisfactory toward reaching P 

contract goals for accounting. W M A 44. i iV ' 

(16) This statement is not :true. 
Mr. Chittim states -- and ETA 

agrees -- that good VHAD counterparts have been provided. Wdj AWJ44i 

(17) Not true. This is a host-country contract between DGOH (VIIA)
 

and Jorgensen. Admittedly, US contractors were operational in the
 

past. But this/contract is and has been strictly advisory, and
 

ETA knows of no indications to the ,contrary. 

17 ":' (18) Contractor and ETA both very satisfied with progress to date. , 

(19) 'We do not agree and feel statement is unfair and untrue 

:at least for present USAID series of advisory assistance to the VHA. &, t fW 

18. (20) The basic'objection to the auditors' report, as it relates CI C\. 

i to weight control, is not so much to what the auditor does say as 'Yr;w l A 

to what"he does not say., For example, the "Proposed Weight Control 
Program"if is a: forty.four page document from which the 'auditor has .o A, 

taken aabundan: of quotes.,rom Just. four or five pages where 
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18 the adverse aspects and "horrible examples" of this situation are 
(cont) 

discussed. His treatment of o'thefblaneothe report .is sketchy.,,, 

where it exists at all. This is highly significant, since its 

tug1alance Qf the report thckt prpvides the course of acti.QQ to, 

control; the.weight,problem To. illustrate, the "ProposedWeight 

Control Program" tcontained 12 gqals'which were considered by USAID, 

':to be absolutely necessary if there were to be a viable program., 

of weight control. 'The auditor disregarded these as a total program: 

and selectivelyreferred to only three of them; but even then, he 

never identified them.as being part of a 12-point program. He only,. 

states that "in June 1973, USAID proposed, etc., but he fails to, 

-note that there was a f:full and adequate program that had been 

developed'by ,USAID'and adopted by the.GVN. , 

Must : also note that the LOC highways failed primarily because 

of wartime inadequate construction and would have failed even if 

truck loadings had been under complete control. 

24. 2(21) The reference to 130,000 line items of -spare parts valued at ,- , 

U.S. $15,000,000 ,instorage at Suoi-Lo-O as of January 1971 is not 

:substantiated by any known records. Philco Ford estimated this 

value at' 6O00000 and about 70,000 line items. 

The GAO figures of 42,000 line items not-usable out of 55,000 

on hand'in July 1973 are evidently also a roundhouse estimate. 
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24 Most :of the ob.olete stock,'was removed by the Philco Ford contractors
 
(cont)
 

and VHA 	in 1971 and 1972. 
 Quarry crusher parts were made obsolete­

whenVHWA shut down its quarry operations at Chau Thoi in 1973. VHAD
 

and the DMJ4 contractors are screening the remaining stores for
 

excess stocks'. This screening is not complete. A conclusion can
 

be: reached that there is excessive stock by comparing turnover with
 

total stock value, but::o say that ,almost 80 percent is unusable is.
 

far from the truth.' VHD did not take- into inventory: the'exceas PDO
 
parts for which it had no use. 
These were transferred to another
 

U.S. agency in April'.1973 and shipped out in July. 6A 0 M W 

26 	 (22), Doesanot note the.great improvement in CLA procedurAs and , L
 

localdealer activit ies :in supplying parts. 
 .e.Vi-	 ,/
 

27 	 (23) No mention is made by .GAO that Jorgensen is working on 60
 

Implementing the recommendations made by the Booz Allen Report UL'L
 

rnIpI 	 yr 
-whlh wns -comnl , Prd on ]Ti"v,30P, 1972. !One: el l'eI-Ci oemm:nd I:itn 
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opinion that VHA should be able toreduce the overall number of,
 
(cont)
 

personnel considerably in the agency. At",the present time-, 
 there 

are 4,053 full-time employees,, 2,595,floating personnel, for a 

total of 6,648 personnel in'the entire.department, Some. 1,600 of 

..these people will-!be transferred to the province.*chiefs ,when the
 

:transition occurs. 
The Booz Allen report also recommended that a 

new salary schedule'be establishedfor the entire highway department. 

This has'been accomplished and is''now 'awaiting approval by the 

Vietnam Highway Administration.. On Page 28, the salary schedule
 

shown for. the engineers does notshow any fringe benefits which
 

occurred within the department.
 

This report'ispart of the Booz.,Allen report and the allowances, 

etc'., that are'-given "to the'Highway., department employees was not 

shown, For instance, ;for the married personnel, the report shows 

26,595 piasters per month' and:does not show over 12,000 cash
 

allowances or other allowances %,that are given to this personnel.
 

With the new proposed salary'scale it is hoped that the salary
 

problem within the,DGOH'will:be resolved.
 

29 (24) Figures as' planned ae taken from PROP. Proposed figures for 

1974 were not -as proposedbut asapproved by DGBFA. 

' don't ,understand the-purpose of GAO in this section. The 

GVN, is having aserious financial problem which is of great concern 
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29 to the Mission. Our projections of what the GVN could provide
AUS 


(cont)
 
in 1973"and 1974 (which projections were made in late 1971) are in,
 

error now --:ldch is the universal fate of many careful projections
 

Our projectiorfor 1978 for no USG budget support may have to be
 

changed, but as of this date, plans are the same.
 

30 	 (25) The Booz Allen0contract study team made recommendation for 

"establishment-off DGOH as an autonomous agency .i... such, as is 

done in ihe U.S." USAID made no official recommendations or endorse­

ment&either ,'fo forming of an autonomous-highway organization or a 

highway trust fund. 

VHA is proceeding toward attaining funds from gasoline ,taxes
 

for its support in'spite of GAO note-to thecontrary. GAO does not
 

have back-up data to reach its rather definite statement, and the'
 

four-year.,period remaining to go until 1978 is ignored
 

31 (26) DOP providedfunds and controlled the.project until July 1
 

1972,when USAID assumed responsibility and terminated the project
 

'exceptr-as noted'for RVNAP support (which was .USAID contract but
 

under DAO responsibility and direction).
 

(27) .Under DOD/CORDS responsibility until end CY -1973. Will 

-contin.ue'under'JHA (DOO10) CY 1974,- with, USAID support and 

reponsibility 1 

:.tee| 	 :y
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32 (28) Saigon streets were not a responsibility of USAID'I"w.
 

:under CORDS'-(370) and MACDC/LOG responsibility. wt:
 

(29) I'm not sure DGOH was scheduled to take back-its Nui Sap 

Quarry inFY 72; but MAODC/OIGO did make an aotmpt for USAID/DOOH 

to take over and operate this quarry for its contracts (OICC, 

MACDC LOC and ARYN/LoC), plus CORDS Secondary Road Program -­

including transportation handled by .the M.S.C. 

.-: %33Qarr33 .(30),','Quarry' "dshashas beene' closed, butllamnin'reasono,,reason: for, closing:was nom 

......
: "' :hi'
 

:.need, with SUMPCO in operation.
 

(31) Although the training school is being redirected by Jorgensen
 

for different type and level of raining to fit current needs of J v 


the VHA, the school has pravided many trained operators and,,.
 

mechanics to,provinces sorely lacking in these'akills on secondary
 

roads.
 

'Funds.to supplement HTS have been minimal. USAID has, since 1-O
 

July 1, 1972, furnished only local staff to HTS. This is scheduled
 

to terminate at end of FY 74.
 

34 (32)-'Under MACDC-,LOG. 
 *f6u.LA 

(33) No problem on what is'stated asra it goes'. IProgress 

is satisfactory on Prolect' 408.'" 

http:Funds.to


EMBASSY 
OF THE 

UNITED STATES OF AMERICA 

U.S. AID MISSION TO VIETNAM' June 19, 1974 

Mr. Richard R. Brown, Jr.
 
SA/VN
 
Agency for International Development
 
Washington, D. C. 20523
 

Dear ick:
 

We are busily answering AID/W's cable (State 130510) on GAO audit of
 
the highway program. The cabled answer will, of course, be there
 
before the arrival of this material; however, we want also to send
 
this.
 

In October 1973, the enclosed draft remarks of the GAO were presented
 
to USAID. We made detailed rebuttal (also enclosed) and discussed in
 
conference with the GAO auditors. Please note the margin notes on the
 
copy of the rebuttal. We were later called by GAO and informed that
 
the draft remarks were not official, were to be changed; and they (GAO)
 
requested us not to forward copies of the draft and our rebuttal to
 
AID/W since the report would be drastically changed. Actually, the
 
GAO appeared embarrassed by their draft and our (we thought) effective
 
rebuttal.
 

I was afraid of a double cross so an unofficial copy, both the draft
 
and rebuttal, was sent to Mr. James L. Sloan and Mr. Clarence Groceman,
 
our Engineering backstop, with a short summary of events.
 

I hope this will be of use to you.
 

Best 	regards
 

Enclosures: (2)
 

Dan F. Miller, Jr.
 

Assistant Director
 
cc: 	 Mr. James Lo Sloan for Engineering Technical 

SER/ENGR Assistance 
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U. S.AID MISSION TO VIETNAM Juns 19, 1974 

Mr. Richard It. "raw9, Jr.
 
SAM/
 
Agency for tnternatlonl DevelspWmet
 

asblngton, D. C. 20523 

Dear DLckt 

We ae busily nasWiein AD/P°I cable (State 130510) o audit ' 
the highway program. The cabled. answer wLi1, .of coumeseb there 
before the arrival of this material; howver, we mat also to send 
this.. 

of the G&O were presenteda oct197 the enclosed draft remarksr
j:;3mw.d* detailed rebuttal (also enclosed) and dissased in 
oaference with the GAO auditors. flease note the margin notes an the 
espy of the rebuttal. We were later called by GAO and informed that 
the draft remarks were not official, were to be changed; and they (GO) 
requested us not to forward copies of the draft and aur rebuttal to 
AID/V since the report would be drastically changed. Actually, the 
GAO appeared embarrassed by their draft and our (we thought) effective 
rebuttal. 

I was afraid of a double creass a an unofficial copy, both the draft 
and rebuttal, was sent to Mr. James L. Sloam end We. Clarence Groamne, 
our Engineering backstop, witb a short summary of events. 

I hope this will be of use to you. 

let regards
 

Inolosures: (2) IS IDan F. ,filler, Jr. 

Dan 7. Miller, Jr. 
Asistant Director 

cat Mr. James 16. Sloan far Engineerin Techael 
iAssistance 



John P.Robinson, Direct:or OCT. 2 973 
U&CW/Vietnam
 

Acting Manager, Saigon Office 
 - Richard C. Thabet 
U.. General Accounting Office 

Review of U.S. Assistance to South Vitma
 
for Dade and Iltiway (Code 49215)
 

Inalosod L8 0 Copy of a 0nMVIrtof the requlte of the subject Veviove.
The sutmary does not ropmoeent the official position of the Ceneral
Accounting Office and is being made available only for the purpose of
obtaining your viewa at the exit conference on the matters discussed.

A written response is not necessary at this time.
 

We would appreciate it if an exit conference could be set up as soon as possible after the personnel concerned on your staff have had an -,-,
.opportunity to review the summary.
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