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A REVIEW OF STEEL PURCHASED FOR THE COMMERCIAL 
BARGE CONSTRUCTION PROGRAM IN VIETNAM 

OCTOBER 8, 1970.~Committed Ito the Comniitte.e of the Wl101e House 
on the ~tate of Ithe pnton ahd ordered to be ptlnted 

Mr. DAWSON, from the Committee on Government Operations, 
. submitted the following . 

THIRTY.THIRD 'REPORT 

BAS.ED O!'lASTVPY BY'l'Hlj] IfO);tEI¥N.OP1JJ~A'rtONS ;l.ND 
. GOVEENMENT INlfOa1\'!ATION. aUBCOMM:l:TrEE . . ', " , -' '-' -." " " ," ,-' 

,On October 7, 1.970; the.OoJil1mittee on,Gbvernment Ope~ations 
. approved and adopte.d a report entitled "A Review of Steel Purchased 
for the. 'Commercial Barge. Construction Program in Vietnam." The 
chairman was directed to transmit a .copy to .the Speaker of the 
House. ' 

I. INTRODUCTION 

On October '12, 1966, the House Commit teo ·on GO'lernment 
Opera:tioJ;ll!published· the /}l1Stcomprehensive"'@bngressi0nalreport 
'on' the effioiencYJllndeoQ1'lonw,'tPf..the ,U,S;, ,tlIidprOglltllm"for: Vil\tntllm. 
:.,!;he·,repQrt (H" Rept. 22~,7;tt$9thCong'i: secQI).@;se~~'}i:I,H).~iN<)'l/!An 
'~nv.~tigati(i)niof.the U,S\Econo:rojc and,Mmta,rrA$~istan.?e ~r6l!:i'ams 
m.V'.1ennam,"',wtliS the result 'Ot mtenslVe onsl.te"ipves,tigtllt1ons: and 
h~a)lillgsdn,;W.!>shington.and' S~ig.on by the Foreign,O)).,er. ations ,and 

"G(wennwant Information Subcommittee under Chairman' ·John .E, 
Mo~s,'.. '., . ,.,.' '.,., 

The introduction. to thi)ot report, ~,tate.d .. :that-

: ,The ,committ~ehas9i o~~tinuit1g iI!1ll!~e~t ~~ t~e d~v~10p· 
ment:o! an efficlentandecGnomi0li11 tttd'pro!\1'ttmmYletnam 
,and intend~,toik~epthe'situ~~i'0t1uhd~r¢i;it1$ttin~i",atch in the 

, ,,' irlC;»)'lths. W"colil'e,t1otinll)"<!1ie<1king"t)\e'jiffer:tivenessof re- . 
'~ehtly:lit1stitli!ted' Hiang'e:<l'but 'alsoutlgihg acniontoward 
further improvements. . 

(1) 
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In furtherance of that commitment, three subcommittee staff 
members traveled to Vietnam in November 1966, to check on steps 
being taken to implement the recommendations made in'the com· 
mittee report and on June 29, 1967, the subcommittee !lift Washington 
for an onsite, followup investigation of U.S. assistance programs in 
Vietnam. ' 

The continued surveillance and followup investigation by the sub­
committee resulted in the committee issumg six followup reports. On 
August 25, 1967, the committee issued three reports entitled, "Illicit 
Practices Affecting the U.S. Economic Program in Vietnam" (H. 
Rept. 609,90th COIlg., first sess.), "The Commercial (Commodity) 
Import Program for Vietnam" (H. ReEt. 610, 90th Cong., first sess.), 
and "The Port Situation in Vietnam" (H. Rept.611, 90th Cong., first 
sess.); on March 5, 1968, the committee issued two reports entitled, 
"Land Reform in Vietnam" (H. Rept. 1142,,90th Cong., second sess.) 
and "Excessive Programing and Procurement of Sweetened Condensed 
Milk for Vietnam"(H. Rept. 1143, 90th, Cong., second sess.) i and on 
Juno25, 1970,the committee issued a report entitled "A Review of the 
Inequitable Monetary Rate of Exchan!l:e in Vietnam" (H. Reyt. 1228, 
91st Cong., second sess.). The seven reports included substantial 
recommendations to improve and correct U.S. foreign aid operations 
not only in Vietnam but worldwide., 

Although the subcommittee directed, Illost of its efforts to studies 
and investigations of aid programs in otMr parts of the world during 
1968 and 1969, surveillance over the Vietnam program continued with 
the assistance of the U.S. General Accounting Office (GAO). On 
February 26, 1969, Chairman John E. Moss requested that the GAO 
make a detailed assessment of how well any weaknesses and irregu· 
larities previously reported by the subcommittee had been remedied. 
To date, the GAO has provided th,e subcommittee seven reports in 
which the implementation of the committee's recommendations 
pertaining to the port situation, claims against the Government of 
Vietnam (GVN); illicit practices, land reform, the hamlet evaluation 
system, the budgeting, control, and release of counterpart funds, and 
the commercial (commodity) import program were studied' and 
evaluated. These reports comment on those recommendations which 
were and were not satisfactorily implemented and will be the basis for 
or included in subsequent committee reports on Vietnam. 

The findings and observations of the GAO reintensified the sub­
committee's interest in certain aspects of the current U.S. aid progral!). 
for Vietnam. On October 6, 1969, three subcommittee staffmemb,ers 
left Washington to conduct a preliminary investigation ,of ourrent 
matters disclosed during the subcommittee's continuous review"and 
to follow ul? on the observations and findings reported by the GAO. 
On the basIs of the staff's findings during this l?relinlinary,investiga­
tion, the subcommittee scheduled a detailed mvestigatlvetrip for 
early 1970. The ,chairman andthre,e staff members left forVietnamon 
February 6, 1970, to investigate not only U.S. economic aid opera­
tions, but also certain urgent' matters falling wLthi'nthli!' jurisliiotion 
of the Government information. responsibiljtY,9fi .the, subcommittee. 

During, the,,09tober 19,69 investig!).tiYe',;trip,tpe,;isubcommittee staff 
noted large qu!'?titie~;of steel hap.\}.~~ar~~,~~Q,~!l,attPe GVN's Phu 
An stor9,g~ faCIlIty whlchPor.e. Ill9,ildrig~l,Il~hq'ating th9,~ t\ie.1lteel had 
peen provIded .to .the.Q-YN py theAg~n:9Y for lnternat)onal Develop-



mon' (AID) Ph.,,,,,,,,?,," 01 ,h. <!HI ''''"'1'" condit;"'" on: indudod 
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findings resulting from the subcommittee's onsite investigation in 
Vietnam and information 'obtained from GAO and AID officials are 
the basis for this report. 

II. FINDINGS 

The failure oftlle 'Agency for International Development to prop­
erly plan and efficiently time phase the procurement and use of thou­
sands of tons of steel in Vietnam resulted in· the unnecessary expendi­
ture of more than $1 million of the American taxpayers' funds. 
Mereover, tl;le failure' of the Government. of Vietnam to properly 
store and safeguard the steel upon arrival in Vietnam resulted in. the 
deterioration and shortage of thousands of tons of the steel and 
possibly diversion from its intended use.' . 

. , . 

Commoditles'Costing .Over $1 Million Provided to the. GVN 
.". '. '\"·"Wltbout' Prop!!r Planning . ., 

During fiscal year 1960, the U.S. aid mission to Vietnam (USAIDfV) 
inoluded- in its cOlIDl!ry·.8.ssisbance, program document . a snbactivity 
for the construction 'ofvessels ,needed to meet Vietnam's inland 
waterW''W requirements; the subactivitywas identified as the com­
mercial barge construction program .. 

Initially, USAIDfV thought that $18 million worth of imported 
commodities would be needed, over a 10-year period, for the progtam. 
USAID/V proposed to provide $1 million in commodities from fiscal 
ye!1l' 19.65 AID'funding with fut!lJ'e years' commodity require:ments 
bemg funded from revenues prOVIded by the sale of commodities for 
barge construction to ·commercial entities in Vietnam. . 

In Ootober 1965, USAIDfV, without adequate negotiation with 
the GVN, .. established as its target the construction of ten 550-ton 
barges and,thirty 350-ton barges for the initial input into the program. 
USAIDN, in its haste ,to get the barge construction program started, 
auth"d~ed theprdcurement of. 6,200 metric tons of steel, costing' 
$1.3 million, on October 25, 1965oHowever, USAIDN had neglected 
to arrive at an agreement withe ,the GVN and, thus, 'had nothing i)l' 
the way of mutually agreed 00' . designs, working.drawings, andlor 
plans for the barges at the time USAIDN .au.thorized 'the 'Imrchase of 
the steel.' 

It wasplamled to sell the steel, upon its'lIrri'val ih Saigon, to local 
bargeowners' who would have the' steel fabricated into barges. The 
sale of the steelwas to be ona credit basis with pa;y:ment in 3 years 
without interest. However, USAIDN had also neglected to assure 
that 'agreements .had been worked out between theGVN and the 
local bargeownersprior to ordering the $1.3 million worth of ste~l. 

Subaequent;r.eportsbyresponsible USAIDfV 'program officials in· 
dioate.th!1t theJ!.3 million worth of steel was simplt_ ordered in 
randomSl~es for.,three general type$ of barges. USAIiD/v'.s purchase 
antl;lorizllItions . contained nospecifica.tions for. either, ,the steel or 
welding rods ordered .. Asa :divect result" thesueel delivered to Vietnam 
was 25- to 50-percent thicker than needed. Conversely, the length 
of· the steel sheets were only one-third the length they should ha.ve 
been; thus, necessitating three times the welding at three times the 
cost~ USAIDfV also neglected to provide proper packing instructions 
for welding rods ordered with the flteel. As' a result, the welding rods 
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were completely deStroyed in transit and had to be reordered at an 
additional cost. of $74,000. The second order of weldin~ rods, properly 
packaged, is purported by an AID official to have arnved in Vietnam 
with every pound intact. In June 1967, USAID(V engineering per­
sonnel estimated that the 6,200 metric tons of steel ordered was suffi­
cient for construction of 70 to 130 barges, depending on size and 
design, a number substantially in excess of the 40 barges initially 
planned and indicatinlt_a gross miscalculation of steel requirements 
by responsible USAID/V officials. 

Failure to Establish Control Over Steel on Its Arrival in Vietnam 

The steel arrived in Vietnam during March-June 1966; was off­
loaded and forwarded to the Phu An dredging warehouse for storage. 
However, USAID(V neglected to assure that proper documentation 
attestin~ to receipt of the steel in Vietnam and delivery of the steel 
to the Phu An storage area was prepared. As a result of USAID(V's 
negligence, accountability for the steel was not established. 

In effect, AID spent $1.3 million of the American taxpayers money 
for the steel but could not clearly establish that the steel shipped from 
the United States had actually arrived in Vietnam or that the steel 
offloaded in Vietnam had been delivered to the Phu An storage area. 

The failure to properly establish accountability for the $1.3 million 
worth of steel was repeatedly brought to the attention of USAID(V 
managerial officials by USAID(V auditors and operating personnel 
during the period 1966 through 1969. However, no successful effort 
was made by USAID(V to establish proper accountability. In August 
1966, a USAID(V contractor inventoried the steel on hand at the Phu 
An storage area and found a net shortage, at that time, of 200 metric 
tons. A claim a~ainst the GVN was not presented, however, because 
USAID(V offiCIals were unable to determine whether the shortage 
occurred as a result of the steel being shortlanded or while the steel 
was stored outside in unguarded storage at the Phu An yard. 
USAID(V also took the view that the contractor's inventory could 
not be verified because of the haphazard manner in which the steel 
had been dump!,d in unprepared, open storage at the Phu An yard 
where the markings weathered and the steel became comingled with 
steel belonging to commerical importers. 

By August 1967, visual observation by USAID(V operating officials 
clearly indicated that the GVN Director of Navigation was arbitrarily 
releasing steel to private truckers to haul to unknown destinations. 
In spite of this clear indication of possible diversion of the steel from 
its intended use, USAID/V officials failed to take action to bring the 
6,200 metric tons of steel under proper accountability control or take 
action to file claims for refund agamst the GVN. In fact, as late as 
October 1969, at the time of the subcommittee's investigative trip to 
Vietnam, USAID(V officials did not know, with any degree of cer­
tainty, the quantity of steel actually received in Vietnam and delivered 
to the Phu An storage yard, the quantity of steel actually used and 
what it was used for, and the quantity of steel still on hand. 
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Failure to Assure That Agreement With the GVN Met 
U.S. Objectives 

Agreement between AID and the GVN 88 to utilization of the steel 
W88 not entered into until March 31, 1966,5 months after USAID/V 
authorized the purch88e of the steel. Subsequent USAID/V reports 
show that the agreement for the utilization of the steel W88 grossly 
inadequate. Nothing in the agreement with the GVN permits USAID/ 
V to stipulate plans for the barges; nothin~ stipulates the sizes, or 
even the range of sizes, for the barges; nothmg stipulates how many 
barge types are to be designed; nothing stipulates how the barges are 

. to be used or where they are to be used. In his March 31, 1966 con­
currence in the GVN changes to the agreement, Mission Director 
Oharles A. Mann, stated that-

many additional details regarding barge construction will 
have to be worked out in order to materialize this agreement. 

No details were ever worked out. 

USAID/V Remiss in Contracting for Engineering Design 
Services 

After arrival of the steel in Vietnam, USAID/V W88 confronted 
with its failure to provide for proper and complete barge design and 
engineering plans for the constructIOn of the proposed barges. USAID/ 
V, recognizing that the program could not move forward without 
barge design and engineering dra~, set about to obtain such 
services by contraot. Contract authorizmg documents were issued and 
delivered to the USAID/V Oontract Services Division on March 17, 
1966, requesting the needed design engineering and monitoring services. 

Five firms were available within Vietnam, at the time, which were 
considered qualified to provide the services required. However, the 
USAID/V contracting officer did not award the contract on a com­
petitive bid basis; instead, AID Procurement Regulations were totally'" 
disregarded and a cost-plus-fixed-fee contract was awarded, on April 
26, 1966, to the Ralph M. Parsons Co. in the amount of US$80,OOO 
plus VN$1,500,OOO (equal to US$12,700).Esp_ecially noteworthy, 
m this regard, is correspondence on file in USAID/V records which 
state that-

Ralph M. Parsons W88 given a verbal notice to proceed the 
6th of March, so that there would not be any loss of time in 
the utilization of this $1 million worth of commodities. 

USAID/V reports indicate that the contractor was later considered 
the least qualified of the barge design firms available. 

The contract with Parsons provided that design enginee~g 
services would be provided by a U.S. naval architect. USAID/V 
reports state that Parsons did not use It U.S. naval architect; instead, 
Parsons provided a Chinese engineer to perform the barge design 
engineering services. While the contract does not specify the number 
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of barge types, to be designed, USAID(V reports indicllite thittit was 
agreed that Parsons would design six types of barges. USAID/V failed 
to require Parsons to live up to either of the two provisions. 

Drawings 'for: only three' types of barges weresubihttted and these 
w:eretotally rejected by the prosp.ect,~ve bargeowners. Fhrth~~VSl\ID! 
V reports state that Parsorrs' , deSigns were severely CrltlClzed· by 
experts from the Mekong OommitMeand theGVJI< Directorate of 
Na'¢"igation.; 'The ParSons contract, itt' reality ,prodUCed es~etttially 
nothing of' peal value for either theUSAIDiV or the GVN. N e"erthee 
less, the 'contract resulted in expenditure of more than $80;OO~ of the 
Americatt taxpayers' money.'''' .", ' 

PreviQlJ.sly, the Ralph M. Parsons 00. hadproyided design and' 
engineering services, under contract, on 'an AID project in Indonesia. 
Significantly, AID described the Indonesia project, in which Parsons 
was inXQlved, as ,AID's }'l~ast successful PFOject" in;lndonesia and 
attribu,ted ,the IIIQk!of ">;lCeess of the project directly to ,Parsons' poor 
performance. Specifically, AID stated; , 

Throughout the history of this undertaking, the Ralph'M. 
Parsons 00. Jailed, ·to perfqJ;l)l. in· ,the manner, ,originally; ex- , 
peoted, Once having participated.in the design and layout of 
facilities for which the generators supplied by AID were 

:',selected, the personnel of the company did not follow up on a 
, .. ' timely basis, to insure that progress was Illlaintlllined On 

,schedule.' In addition, the training to have been undertaken 
" ,by, this company with Indonesian personnel can,'at best, be 

deseribed as incomplete, ,since few of the. Indonesian per­
sOllnel who eventually oameto operatethis'equipment.were 
suffioiently,familiar with its operatioitarid maintenance. As a 
result, ,several 'of :the units' were damaged in initial operaJtions 
and repairs were requjredi{Th~ :Farson" Co. contract was· 
t8rlllinated in ,mid"fiscal.yMr'. ~96'4 !by U$Aln: l'argely he- ',' 
'causeofdissatisf,~ction'with;the: ,pro~es~i~n!tl 'oaliberof , per-,' 
, s0nnelse~t by thlscompan:y'to, Irl.ddn~sllV:"· ,.' ,,' 

In spite of Pah&ns' poorperrdrm:anb~iI)Ill<lolleJia, MIl, nevertheles~ 
aw, a, rded, th,B,.b, ar!1;e design contract to th"eP, ars,ons.Oe" Had, tlS,A, tD/V 
bee~ apprise~ ofPar~ons' prior poor p~rformal.':ce,.it Gould ,1.l;ve 
aVOided Its mistakes With regard to the barge deSign contract-How-, 
ever, AID lacked a workable system of keeping its missions advised 
of contractors' poorperformance&tthe time the barge design contract 
was award'ed-. i· " 

• <iI' 

N:egUge~ce in A,~suringF\lII Utilization of Steel , ".' ", .. , -" - -

~y~i4-19.66" it~e~\\me evidenttbU:S:AIDN. t1i~t therequ~rement 
fors\jb~Jantial additIOnal barges:'for cojrim~rcutlp~,!p6§es ,no ,longer 
eXisted. 9nly \6bl'!'ges· ,,;,ere . bUilt ulldWthe prQgrllpr; ;Sll< for the,,' 
GVN Directorate of N aVlgatlOnand 10f6r the HiaTlell Cement 
Plant, the onlybargeowlle~/operator willing ~9~uti\ize:~~e,;s'tee1 ,)1ro" , 
vld'ed under 'the commerCilli1 barge COl\structlOU -program, Small 
amounts of steel were used for other purposes. However, USAIDiV 
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and theGVN were unable to reach agreement on full utilization of the 
thousands of tons of AID-provided steel until late 1969 .. As a result, 
the unused steel remained negligently and improperly stored at the 
GVN Phu An storage yard fDom 1966 until1910.·. 

The st~el ,,:as stored in the 0l?en without protective cover against 
the deterlOratmg effects of salt air, sunl and water. In most cases, the 
steel plates and angles were lying flat on the ground. Some bundles 
of steel plate were almost completely buried in mud or were submerged 
in water. EXIJOsed surfaces of the stored steel were covered with rust, 
some with thick layers of peeling rust. 

A report to USAID/V from the accounting office of the GVN Di­
rectorate of Navigation indicated that, as of October 3, 1969, the 
actual distribution made of the barge steel since its arrival in the Phu 
An yard totaled about.2,220 metric tons. This would indicate that 
approximately 4,000 metric tons of the AID-supplied steel remained 
unused in the mud at the Phu An storage yard. Nevertheless, USAID/V 
did not present refund claims to the GVN fornonutiJization. 

·Ell'orts To Eliminate Problem 

From 1966 ,to 1969, USAID,'V· was unsuccessful in its efforts with 
the G:VN to find a legitimate use forthe Phu An steel. Finally, with the 
arrival of the subcommittee.in October 1969,. USAID/V moved for­
ward with a plap. to trade the steel remaining in the Phu An storage 
yard for commodities needed for the GVN highway program. 

USAID/V issued a request for proposal, in October 1969, in which 
it sp. eC.ified. that .. it was. to receive 33 {!iledri:vers, two ferry land.ing 

. pontoons, and an nn\mown number of l;mdges m exchange for the steel, 
estimated by USAID/V at approximately 2,000 metric tons, located 
at the Phu An storage yard, with theaward·going to the contractor 
\\Cho agreed. to provide the largest number. of bridges. 

Representatives of eight firms visited the Phu An yard to inspect the 
steel; seven expressed an interest in submitting proposals, and fonr 
firms submitted offers. On Deeember 18,1969, USAID/V entered into a 
contract with the .high offeror. In ~xchange for 1,300 metric tons of 
steel, USAID/V was to receive 33 piledrivers, two ferry landing 
pontoons, and l4 bridges. The piledrivers were all to be delivered by 
October 1970; one .pontoon was to be delivered in May and the other 
in August 1970; the 14 bridges were all to be delivered by June 1970. 

The steel·was to be removed from the Phu An yard by the end of 
January 1970,' with inventories being made. during removal of the 
steel. Withili 30 days thereafter, negotiations. Were to be entered into 
directed toward mutual agreement .asto an additional number of 
bridges to' be supplied by the contractor for steel transferred to him 
in excess of the (tforementioned.1,300 metric tons. -

The subcommittee requested information ftomATD inAn~ust 1970 
!lsto the current status _of the Phu An steel- and, was adVised that 
the contractor hadremoved a total.of2,611metric tons of steel from 
th" PhuAh-yard. Delivery of thepiJedrivers.had been made, ahead 
·of 'schedule; but the contraotor. had not delivered any of the pontoons 
or bridges. AID further advisedthatmegotiation for additional bridges 
for the additional 1,311 metric .tons"of; steel removed from the Phu 
An yard by tp,e 'ci:m6ractor still hltd not been completed. 

',~, I., . 
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'. AgainUSAID IV had· failed to properly carry out its responsibilities; 
the contrl'ctor Was not required to live up to the contracted',delivery 
dates nor had USAID/V finalized negotiatIOns regarding the additional 
1,311 metric tons of steel in a timely maniIer. . " 

I , .. " 

Allegations of Fraud and Bribery 

Shortly after a'ward. of the barter contract, an unsuccessful contrac­
tor allege<i(on Januar~ 12, 1970) that USAJDfV employees and GVN 
officials had either sohcited or .been offered bribes in connection with 
award of the contract. and removal of the steel from the Phu An 
storage 'Yard; The specific allegations were that (1) the successful 
contractor's. offer had'not arrived atUSAID/V's Contract ,services 
Division until 3. ,days after the closing dateior receipt of offers; thus, 
3 days after the 1lllsuccessful contractors' offers had been opened, and 
(2) the successful contractor had "ffered aUSAID/V employec'abribe 
to "undercount" the'ateei as it was being>removed.from the Phu .An 
yard, ' . 

The unsuccessful oontractor further advised that he and ail the 
potential contractors whoviewedthe.steel werewelJ aware th"ttljere 
was substantially more steel at the PhuAn storage site than the2,OQO 
metric tons indicated in the USAID/V request for proposal: ije'esti­
mated thePhu An steel'i,t approximately 3,760 metric tons'.' '. ' 

In.vestigation int6the allegations of bribery Were conducteclby 
AI. D's inspections' an1 iIives.tigations staff. (lIS). dlJring February an. a 
~arc~ 1970, On Aprli 22,1970, I~S prel?ared Its first report on'the 
lllvestrgatlOn; the report clearly mdlCatlng an to 'a 
USAIDlVemployee. Furtherinvestigaition by lIS was '~~'~~;ti~~ 
'everruntil June 26,1970. A.seMndreport wiIs'pl'epated, on 
1970\" b):it it adds relatively little to IIS's· first· report .' 
total y iJ?-conci!,siv.e.'l'hesubcommittee· intends to·"follo~wUI»",~n 
the US lllvestlgatlon to insure that any e~:~d'nh~v~o:~fJ~.~;~~~'~;~r~r'~,~s vigol'ously 'pursued by AID's inspections 

, "- . . 

Analysis of t.he USAIDfVY;·,'?~~Jr,.;~i)lltj"ac.~ 
in the cont~a;ct 'between 
estimated .. the cost, to 
of steel provided .tQ' 
and the value of"the' 
steeJ:.to,be 
tailed 
value 
th[n?~~~~~tl,~Latels, 
steel' 
$200 
t~lni 
ties, 

in Fehrl,iRr'V 
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1,311 metric tons of steel However, in spite of the fact that negotia­
tions were to, be ,entered into during March 1970, agreement has yet 
to be reached RSto how many additional bridges USAID/V is to 
receive. 

III. CONCLUSIONS 

USAIDjV's commercial barge bUilding_program was hastily con­
ceived and poorly administered. USAIDjv based the program on a 
need to construct a substantial number of barges to meet Vietnam's 
inland waterway re9.uirements; yet, 6 months after the initial $1.3 
million in commodities were ordered for the program-and before 
construction, of the first barge-USAID/V found that the need to 
construct barges for commercial use,for all practical purposes, had 
vanished. It is doubtful whether the program was ever really needed. 
In total, only 16 barges were constructed under the program ,instead 
of the hundreds which USAIDjV initil),1ly envisioned. " 

In its haste to get the program started, USAIDjV neglected to 
assure adequate plannin~ prior to authorizing the procurement of 
$1.3 million in commodities for thel;lrogram. Agreements relating to 
the design, construction, and financmg 'of the barges had not been 
entered into with either the GVN or the prospective owners/operators 
of the proposed barges at the time procurement of the steel was 

'authorized; adequate agreements were never reached. In fact, USAID/ 
V lacked something so elementary as barge'design plans and working 
drawings at the time they ordered the steel for the barges. USA,ID/V's 
design contract, for the barge construction program, produced essen­
tially nothing of any real value to either USAIDjV or the GVN yet 
more than $80,000 of the American taxpayers' money was paid to 
the contractor. AID had previously experienced poor performance 
from this same contrltctor on an AID project in Indonesia. However, 
AID lacked a system whereby poor contractor performance in one 
geographioal ,area would be made known to,all segments' of AID. 

,Upon arrivltlof the steel inl$aigoIi, USAID/V t~eated the steel as 
if it was worthless; $1.3 million of the American taxpayers' money 
was spent for commodities which were not, even counted as they were 
offloaded,from the ships in Saigon. US.A.ID/y was further negligent in 
failing to establish accountability for the steel as it was moved into 
the Phu An Storage yard. At the time of the subcommittee's October 
1969, investigative trip to Saigon, USAIDjV still did not know with 
any degree of certainty the quantity of steel offloaded in Saigon and 
transferred to the Phu An storage yafd, the quantity of steel actually 
used and what it was used for, and the quantity of steel which should 
have been on hand at the Phu An yard at itnyparticular time. Thus, 
tJSAID/V c,onsidered itself precluded from submitting claitns for 
reimbursement to'the GVN for either misutilization or nonutilization 
of thest~~1. In fact, 'adequate phYllical protection of the steel was not 

,',even provided:. :Ouring its 4-year period of nonutilization, the steel 
",!¥!simply permitted to sink into the mud, to nist and deteriorate, 
a.t~he Phu An st,orage yard.. '" ' ' 

"'Finally,.in October 1969;, USAID/V took positive action to rid itself 
, ' ofitS'Steel probleJll.I{ow6ver,ag!tin USAID/V management displayed 
·it~ inlt~ility to\ianiilfactorily resolve its steel problem. It entered into 
ag!e'ept~nt8'WWC!t inImediat.ely r~sulted in allegations of fraud. and 
bnbe;y::ood' whjchj!"',accordmg .to USAIDjV's own computatIOns, 
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resulted in the successful contractor for USAID/V's barter contract 
recei¥ing $900,000 worth of steel in exchange for $400,000 worth of 
commodities for the GVN highway program. Additionally, the suc­
cessful contractor has an additional $900,000 worth of the Phu An steel 
in his possession. USAID/Vhas yet to conclude its negotiations as to 
what USAID/Vwill receive for this $900,000 worth of steel. Likewise, 
AID's investigation into. the bribery charges have been permitted to 
"coast along" without a timely conclusion. 

IV. RECOMMENDATIONS 

1.. The Administrator of the' Agency for International Development 
should estaplish and enforce procedures to insure that AID projects 
·are properly planned prior to ordering commodities for such projects. 
In those instances where AID. officials disregard such management 
procedures and proceed with. implementation ·of AID projects before 
the projects are adequately planned, the Administrator should assure 
that appropriate discipJinm action is taken against such employee. 

2. The Administrator of .the Agency for International Development 
should establish and enforce procedures which will insure that ade­
quate agreements are. finalized between the U.S. Government 'and 
countries being asSisted before action is taken to implement AID 
projects. . ' .' . 

3. 'J:'he Administrator of the Agency for International Develop­
ment should establish and enforce procedures which will insure' that 
adequate consideration is given to establishment of detailed speoifica-
tionsprior to authorization of large procurement requests. ' 

4. The Administrator of the Agency for International·Development 
. should establish and enforce procedures which will insure that com­
modities furnished for .Alb prQjects are adequately oont~olledby 
AID. until actually utilized on .the AID project. , .. , " 

5. The Adniinistr~torof tli~ Agency (orInternational DeVelopment 
should esta. bli~h !!'ll.d .. e~fW:'ce: .PfQ(\edllres. which iW:Hlas.sure. that" wh~n 
adequate competlt~on ls.avltlh,ble, :AID contractsar"eawarded con a 
competitive l;>id basi~.· '.' 

6. The Adlllinistrator, of':the.Agency for Internationa\.Development 
should assure 'tJiat the arb Auditor General establishes adequate 
procedures to insure .that all segments of AID are keptltpprised of 
contractors' failure to properly perform under AID contracts. . 

7. The Administrator of the Agency for International Development 
shoul. des. tablish ~nd enfo.rce pro QC. edure." .. to insu. re·prQ.per utilization of 
commodities furnil!hed for AID proj~cts .. Immediate actiQnshould ,1>e 
taken to file ,refund chlims when AID. COlllllloclities are notpraperly 
,utilized;'... ,.. ,.... ., . 

,8. The~dl1iini8trMor of the Agenc:y:jorlntromll>tional.J).evelopment 
shOilldestablish "nd enfprce proqedures .which 'viiI insure'I?~!lmJilt"and 
complete inv~st,gations of wrongdoing· on t~l\fPMt Ob~.;rli\:,6flicials 
.an~(Ql' eontraQ.t~r$':. .,. ,'. . .,.' .. :1. ',;" ''''t ")<1' l[li ,: 

. 9. The Admmlstratorof the Agencyfo)h:mtllr!lll<tl!ln~U,;D~v~I!lIilinent 
i~~oul~ r~q,uire ,a high~le.ve) revj~w,.~L .U§*:riRfV,"',,1>.~t~!1.c.Oll!t~acrtto 
f(ssure that the o<!ntract0rc;l<?e~ li\Gt.:j'\ecffl;V;%~,j!ld$wlJi.I:lrofits, > 

" .. '-'," , " ,- '.,' .' ,,- ,;;~~i,:::-:.O"·:·"~;.!i' ':;/,:-::;'; 'ir?~:i!{'-:I:;::":'i~ , 
t',,' 


