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AUDIT REPORT 

UNITED STATES A.I.D. MISSION TO VIETNAM (USAID/VN) 

SURVEY OF ~vu COMPENSATION TO LAIID0'NHERS UNDER 

LArID-TO-THE-TILLEr. PRCGrJU1 

(LAND UE~ORM PROJECT NO. 730-11-120-311) 

In response to a spe£ia1 request by the AElso£.~ate Director._for 
Land Reform, .USAID H1ssi.>n to Vietnam, \-;re !18ve conducted a special 
purp~.Si.o review of tbe C::>mpensation Phase o~ the Land-To-The-TU1er 
(LTTT) program, from date of inception, HaA:'ch 26, 1970 through 
December 31, 1972. 

The twin aims of: our examination ce:1tered on a validation nf 
the adequacy of eJeisting control mechanisr.lS and, where desirable, 
suggest improvements. l..Jithin the former ~.,e concerned ourselves with 
the~ondition of the land records, plot and landlord identification, 
plot'va1uation, the physical distribution o~ checks and bonds to ~. 
former owners, as well as the methods and procedures established to 
carry out the GVN legislative intent, Bnd the organizations and 
individuals ca!'ryinz out that !IlSndate.

o
\ 

Our project coverage took place betlvee::1. September 1972 and 
January 1973, a period noteworthy because of (intenSified cease-fire 
negotiations as well as accelerated gr::>und ~ighting~ particularly ~ 
in areas directly a::ected by the Land J.e:eorm Program. (Last minute 
land-grab efforts seriously r~stxicted our ability to visit the 
field because of security conditions.' 

./ 

:Instead we expanded the use of the computer as a control device, 
with rather gratifyinZ results.) Its role was conceived originally L-_ 

only for conducting [lome statistical sampling studies for four 
emphasis provinces: Bien Hoa (i1ilit:t.ry r.egion III); An Giang. 
Chuong Thien and Chau Doc (Military Region IV). Data printouts from 
a major consolidation of previously un~e1atecl sources proved to be 
sufficiently informative that the application of this computer 
program to the r.emsining forty provinces is now under serious 
consideration by GVl~. 
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;;.,Pa;;;.r;:.t;;.,...;I::.;:I;....._.-.;:;Ba;:;.c:kgr o...t1?d 

A - LAND-TO-T.i3-TILLER PR~1 

Convinced t:111t the transfer of one million hectares (two 
and a half million acres) of privbte1y-owned rice1and to the actual 
tillers would have a major beneficial impact Dn the country, the GVIl 
wrote the LTTT prDgram into law on Harc~~ 26) 1970. There exists a 
virtual certainty t:1at the project will attain its goal of physically 
conveying title for t~e planned hectarage by the crucial 1973 target
anniversary date, tL:UC effectively reve::-sing the traditional image of 
the GVN as the ?rotectD~ of rich 1and1Drd~. FD110w-on distributions 
and compensations a~e pl"ogrammed beyond t::,,~ first million hectares. 

A number of va~iab1es, such E!S ~evej," c~1anging currency conversion 
r~tes, the acsumpt10n or average land priceD and a fairly complex, 
but unpredictable interest formula, DcgCest a relaxation of tradi
tionally desirable precise pricing standardD for the cost of the 
total compensation pl~aoe of the program ~.,~ich Will cover the eleven 
year period from 1970 through 1981. Baced Dn currently available 
cost visibility, it is likely to f~ll into the high end of the U.S. 
equivalent of $360 tD $400 million, or an average monthly spending 
rate of $3 million (0100 thousand per day). Except for relatively 
sma 11 holdings whicb entitle landlords to a 100% ilfl'Dedia te compensa
tion, the majority receives 20% of their claims in cash, with the 
remaining 80% conve=ted to bonds bearing 10% interest, on the unpaid 
balance and maturing over 8 years. Delays that occur between the 
ministerial approval date and the actual disbursement of the cash 
portion qualify for an additional 10% I'delay interest", computed on 
a daily basis, whereae "delay intereot" ::>P.. t;le bond portion has 
been decreed to be accI'uab1e only on a ~ull year basiS, but no 
fractions thereDf. Typically, every tr~~sactiDn is earning some 
interest from both s::>u;:'cee, unpaid bala:1cc ae ~Y'e11 as delay. 

After Drganizi;-tg and s tEl fHng the L J:'TT prDgram during its 
earlier phase wi tl: an emphasis on the physical distribution side o~ 
the project, reeu1tin8 in only token paymente during all of 1970 and 
early 1971, the 1att~r halt of 1971 bega~ tD experience a growing 
shift tDwards the compensation stage. Aitc:: ovet:~oming in:!-_tia1 
start-up prDb1enw ~d:::1 the quality of d:;DGie!'G reaching Saigon from 
the provincee, aggravated by the relative elowncss of the pre-computer 
mBI?-ual assembly line, training and autom.a::iDn efforts have since paid 
off, by holding the p40cessing gap, b~cuccl1 receipt of claim and its 
compensation, to abDut 300,000 hectarco, Dr abDut one year's distri
bution quota. 
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Against the stated objectives of t:1e compensation phase of 
"making speedy, efficient, accurate end leg.~_payments, ~~.J.~~mer 
la~Jgrds, in accordance with the terms and conditIonS-of the LTTT 
Law", our prime ccnce~ns addressed themselveo to the following areaa; 

[ 
: 1. Validation of claimllnt's id~; 

2. Validation of claimant's 0't-merG!1ip inte.refl t ; 

:3~ Validation of p~opcrty's phydcal characteristics; 

:: l~. Validation of applicable pricine formula; 
, 
5. Evaluation of the logic and integrity of the control 

procedures nnder \·,hicl: all steps '\07ere being carried cut - from the 
time II former lancllol'o filed his claim to the. moment he was being 
paid. 

As originally co~ceived, a 
safeguards waG to mat~e any of a 
detection, and thUD p~evention. 
attempted to discourac;e Here: 

comprehenGive set of builtnin 
number of abuses subject to early 
Amon~ the temptations the system 

1. Filing or: multiple claims, uncleI' assumed nBlOOS, and in 
diverse locations, =0= the same plot. 

2. Filing o~ phony claims, for plots not eligible for 
indenmifica tion. 

3. E)caggerating the size of the plot. 

4. Inflatin3 the value of the lane, llt a given location. 

5. I!.eceiving multiple payments :'b:: the same piece of land. 

6. ~harine t~e proceeds with officials as B prerequisite 
for having the cl~im p~ocessed. 

I:'-
With creative in8.3nuHy the variati:mD lind combinations of the 

above practices are vi::tually endless. Theil' avoidarlc~, therefore, 
became a major.tDs!\: o~ the internal con~rol sYDtem. At tile same time, 
that system needed t::l remain ·s·ufficiently f1e~dble, to avoid 
paralyzing the data flaw. The sheer volume of documents, coupled 
with the growing heads tart gained by the difltribution "assembly lin\;l~! 
vis-a-vis the compe::1Slltion "asseni>ly line ll

, placed considerable 
strain on the sYGtems personnel to maintain Dome sort of equilibrium 
between the two, and trading off relative risks between too little 
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movement under gooe quality cont'rol conditions versus II more rapid 
rate of progress, aCl1ieved with llome c:mceooions to basic safeguardc. 

computer soft\'1are and hard\07ilJ;:e limitationo, not to mention 
problems related t~ t::e ultimate orgar:.izational affiliation for the 
Computing Center -- recently spun off :::::::r:1 tt:c Hission -- contributed 
their share 0: administL'ative challeneec t::> the situation. 

While pro/3re_flo-t?-date through Deccmbel: 31, 1972 wac relatively 
easy to measure on t!le d:Lotributi on pbase of the project, with 92% 
accomplishment repDrted at the 92% mark 0:1 the time-ccale -- thuo 
putting that aspect :l:'ieLt '2...~ __ ~~rget -- a comparable evaluation in 
terms of compenoation was more complicated. Because of reoource 
lim:i.tations it wac realized from the outset that distribution and 
compensation could not receive the same degree of enphasis concurrently. 
Once the decision :1ad been lllBde to concent::ate all initia 1 energieo 
on distribution, toce~her with appropriate e::>als and quotas, the 
compensation phase \07as virtually c::;rnpellec1 tD eJdst \lith residual 
resources, at 1eaot until such a tirae when it ~.,as considered safe t::l 
realign some pers::.nnel into that area. '(ole hevc: been told that the 
"on-target" positio:1 0:': the distributbn pl:aoe has now enabled GVH 
to carry out such a massive r-=orientatioa, and that as a result it 
is hoped that compensation will be cor,lp1eted uithin six to twelve 
months after the distribution of phase I (the first million hectares) 
has been attained. 

Semi-official documents suggested that by the end of calendar 
1972 slightly more t!~ai:! half of the total ;,ectarage would have been 
c.:>mpensated. The vt"!'y absence of an o~ficial document, establishinB 
precise goal!> and quota s, addo weight to ti1e ota tements that 
c~~pensation, during t~e program planninc stage, simply did not 
receive the same deB::ee of urgency and timiag discipline as did 
distribution. Actual c~mpensation, at Jecember 31, 1972, was just 
approaching the 35% mc'u:k in terms of hec'Cllra3e distributed. 
Ho~'!ever, because 0::; certain unique feao:uZ'co of the LTTT program, ao 
for instance the fact that 100,000 hectaref: ~·rill never be compensated, 
for one reason or Clt;,ot~1er, while other la:1d is waiting for beneficiary 
determinations beceuse of the original In:1clmmer I s death, 1eadinB t::> 
frequent time-conouming heir searches, a one-far-one comparison 
betwce~_~istribution and compensation io simply not readily obtainable. 
When one realizes that close to half tIle payments ultimately are being 
made to se~ond-generatiol1, rather than original landowners, then 
actual achievements assume a different perspective when one considers 
the various obstacles involved, as well Be early staff limitations. 
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B - ~IOR AUD.ITS 

Our prior llmlit ~lOs concerned with t:le entire Land Reform 
Program rather then just compensation-r~la~ed mattero. Thc Audit 
Report No. 9-730-71-122, dated June 28, 1971 presented ten recom
mendlltions tvhich at'e ::o1:'m:llly closcd. 

A recent GAO cudi t report, which ~1e reviewed in draft form, did 
not cover the compencation aspects of t:1C Land Reform Progrom. 

c - PROJECT l1ANAGEl1ENT 

Direct responsibility for administ~1:'ing the program rests 
with the GVN Direct::>1:'a te General of Land A:':::airs (~lJI.). 

:,Within USAID/VN the Office of the Associate Director for Land 
Reform (ADLR) hn s been a s signed the to st~ of llorking wi th the DGLA 
staff, in an advisory capacity.'. It is m=t::er..cly important to 
realize the practic.!ll limitati::>ns whic:l cuch an advicory role 
implies: The ability to suggest and urge, but lacking the power to 
direc t and c0l!Ul111nd. 

ADLR was activated on August 1, 1970. The staff consists of 
about 30 people. I~ t'1as recently augr.ler:tcd by a fi['.f.lncial specialist. 
This individual t'1ac appointed project r,J.:1na3e:.: for all systems improve
ments leads proposed by the auditors, thus avoiding a situation 
whereby they became ope:cationally involved. 

Part III Summa~ 

This Mission-requested report, responding to a faIt need to 
assess the adequacy 0:2 mdsting controls and procedures relat1.ag to 
the compensation p:1aac C'f the Land-To-The-Tiller program identified, 
~1ithin an overall Hell r.1llnaged operation, c nuober of llreus capable 
of increased effectiveness: 

1. Greater u~ilization of source dnta contained by the. 
computer system, t·,5. :::, particular enphasis on matching relative rIot 
sizes in terma of hectarage distributed ve. hectarage compensated 
(page 7). 

2. Shortenins the "in-transitlJ time for checks snd bonds 
between time of issue to the time of delivery to former landlords, 
coupled with the need for monthly bank reconciliations, and 8n 
"aging" of checks outstanding (page 7). 
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3. Discou:;:a~ing the preparation of manually prt1pared chec~,s 
and use of the so-called "Off-Line Sytltem" (page 0). 

4. Accountability for all transactions involving the 
"Override" privileee (page C). 

5. Enhancement of the physical security over checKs, bonda 
and other key documents, as well as basic computer software progremo 
(page 9). 

6. Stepped up interest in the plot value mix problem ",hich, 
unless attended to, could result in shortchanging latecomers or 
overrunning the budeet (page 9). 

7. A grea'::er appreciation for t:1G tenuous land register 
base, or rather its absence, together wi~:! t~e obvious implications 
such a vacuum entails (page 10). 

D. More a~la::eness for the finaacial/economic irot-act of 
"Delay Interest" (page 11). 

9. Increased efforts to persua(~e GVH to is:;ue equity in 
GVN industry, in preference to cash and bonds, thus easing 
inflationary pressures concurrently (paze 11). 

10. Realization of the existence c:: a major "Contingent 
Liability" funding t~lC program (page 12). 
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PART IV 

STATEI'lliNT.. OF FINDINGS AND ~J:CO~NDATIONS 

For the Office of t::c Director, USAID/VN 

Our assignment (~cvcloped a technique ~'lL12rcby all systems 
refinements ",ere implemented ae soon as t':e nee,] LocCiffie clear. This 
accounts for the lac~: of any formal reconlr.'lI:mcin tion~ in this r.eport. 
The following topic a :,:epresentcd the emp!:clGia c.re..:~, or our revie\',. 

A - MAXUlIZING AVAILA3LE SOURCE DATA ----_._------
Our enrly eu~veys convinced us th6t while there existed a 

wealth of rnw data, better utilization could be ~chieved by correl
ating more of the components of the dist::Uut:ion Jub·'eystem "lith 
those of the compensation sub-system. Accordingly: we advocated, 
and found acceptnnce 20r a proposal to. merGe nddit::'on:ll key factors 
of both systems into a consolidated versio.n. Among o1:her expanded 
insights gained was one that compared t:1e hect<:l':age distributed to 
the new tillere \vit:: t:,at being co.mpensCl~e(1 to. l!-.e former landlords. 
Ideally, ae in the case of any other m<lthcm<ltical er:ua'''on, the sum 
total of the sub-divieions should mn tch t:1a;: of the nrigi.ne.l mothGr 
~lot. 

In carrying out t;1is comparison ~7C gave appro~,-:inte consideL'a
tion to certain practical concessions built into th~ syrtem, such 
as a ten percent tole:.:'nnce margin to [!llo.~'l fe)';: :!.nDcc,·:.:acies 
attributable to the use of aerial photogrnphn for idcnt~Cying plot 
outlines, and theref8~e plot sizes. 

Detailed studies o.~ a numoer of villngee _ (;o111):;1:'ing hectaragec 
compensated \lith hecta::agee distributed, :':0:.:' t::~ iGc:nli('ul plots, 
revealed a number o~ cnees, \7hose frequency 0::cQeaed inr.idental 
occurrencee, whereby the total land peid ~or \ros r~corded in precise 
multiples of that bcirlg titled to the ncu tiller. Tile majo:"ity 0); 

these cases ran ir. nn m:act 2:1 relati::ll1ehip, bu:' tl-,ere "cre others 
that worked out to n 3:1 ratio, llith sevc:.:~'!l [1r,::n~lll.es :,:,u!1ning cven 
higher. Thie !)ugecatec that the plote 1.1 qucet::.or. r.1ay have actually 
been compensa ted i:O::L nore than once, L1l'.lce a t:1C oJ. :,,[,1.:1.' ~ check \vas 
since cancellcd -- a piece of info,:ma;-jon not ren-:l:.ly available at 
that time. 

Under I.!urrent operatin~ condl tiona chec:~e tenj to remain in 
the pipeline for e=~tended periods of time because of two major 
conditions: (1) ~eaLch for heir!) of deccased la~dlords, (2) 
acceptance refused by landlords. Worl~pape::s we have QevelOpcd 
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support our balie~ t~Dt one and two years in transit are by no means 
exceptional. We initially encountered soma minor difficulties i~ 
convincing responoible GVN officials thllt bank reconciliations and 
check locator syster:Ul Q-;:'e mandatory fo:, basic financial control. As 
working r~lation!]hip solidUie,i, and tban!.cs to a final breakthroug~1 
in a year-long ef~o:i:'t by fl.DLR, measurable progress has been made 
tm.,ards the goal of pinpointing batchcG of c~1ecks to various stations 
within the syntem at a ~iven time, and - if necessary - to return 
them to Saigon afte:i:' 90 days. As a corolla=y to improving the check 
locator system PQ~allel efforts took place to discourage the produc
tlon of calculation s:1cets with pre-aG!]igned check numbers, via the 
so-called "off-linell system, superceding -- in effect -- the mante;:
planned computer sYGtem, to servic'3 di=:':icult-to-Iocate and/or proceDs 
landlord!]. 

We feel tha t the injection of some of t;1ese fundu,nental check 
procedure issuen is necessary nt this point to lead to Qn under
standing of the appa~ent multi~18 payment gU~Gtion. The mere 
appearance of a neeming duplication ca~not be accepted as conclusive 
until the location and diGposition of eac~ potentially repetitive 
check haa been completed. Subsequent inveDtigations carried out by 
ADLR stl3ff and special task fnrces eGtnblir,:1ed by GVN, in instant 
responGe to our findine;c, have discovc,-"ed no more than ten instancec 
per province, repre!]enting unjustifiable duplicationc. Corrective 
r~r. tionc have berm t.:l::en promptly, includi.n~ the ini tia tion of 
refur.d claims against those landlordc !:no~m to have cashed more tha~1 

one check, backed up by !.DLR' s bond l'etention capability in case of 
non-cooperation. Ii"! ot:1er cascs it hac become obvioun that ciericlli 
carelensnesn han boen the caUGe. t<.1hile thic ntill rcmcinn a nerioun 
condition to overcome, it falls int:'> c di:~:~erent neverity category. 

The perceptivenccs of the e;<p.:lndod cO::1puter proGram MS had £1 

refreshing impact on all users, and simply publicizing its existence 
has ~1ad som~ psychobgica11y re\Olarding e:~~ect!]. In the light of lll1 
these fdctS, no f:'orrt}1:!1 recommendation £lppearn necessllry any longer, 
p~rticularly kno\·rin8 Al)!..R.' sand GVN' n ~'liGhec to m~pana the application 
of the computer prog~am to all provinceG, on .:l pre-determined cycle 
basis, and thinking ncriously about £ldding an int~rnQI auditor 
assistant to itc Olm ctaff to devote full time tu thic task. 

Under the previous heading we briefly referred to certain 
transactions that bypasn the regular syntem, for a variety of 
legitimate renaons. T:lC only thing thllt concerns us in this connec
tion is the absence o:~ any accountability tor those coses where the 
"override" privilege io being involc:ed. ADLR is well aware of the 
situation, and is wo:rLdng towards a solution. 
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In our spotchec!::. of exceptional casco ue were struck by their 
frequency. While tr·w computer-based system may not be perfect, Ilt 
least it provides visibility, whereao t~le application of the overridG, 
particularly when uGed less than sparin8ly, spreads a oantle of 
imnrunity over El fairly nignificant peL"ce.1ta8e :)f totl.'l volume. If 
left uncheckl3d, or if ongoing negotiationn tel pt'ovic!e nore visibility 
should fail, then tbere exists a gro~ring rink of bypassing and 
defeating the very controlo which very ~Dviously are needed for the 
entire program, and not just parts of it. Under present conditionn, 
articulating this need formally as part of teis report, probably 
cons ti tu tes the rJ<!xir.rurJ. prac tica 1 exposure. 

Custodial ca:e in the United Sta~cc end Vietnam cannot and 
should not be compa~ed on a one~for-one basia. But even discounting 
cultural difforenccG, we were ntruck by t~e ~:)Le casual attitude 
townrds the physical pr:)tection of chacko, belndc and ('ther key 
dCicuP.lents, stored Lwa:::iab1y in plyuo:)6 bo=wn, without l'Jck or 
guardian. Suggeoti::Jnn for improv3d secu::ity, coupled to USAID
provided advice ane r:let.:!l boxes, uct ,·Ii :::1 only nild expreosions of 
interest, mainly becnune of the GVN CUstO:l 0:: visaing every nego
tiable paper. 

Of mre far reac:ling implicationn in the relatively eany 
accessibility to computer noftware progrorJ.n. Some efforts have been 
made to duplicate cCL"tain masterdecks and tapeG, but because of eve .. " 
changing programs and rather infrequent updcten in the duplicaten 
we still feel thnt the cntire computer program -- particularly as it 
mover off-site -- is vulnerable to an unncrupulous vandal or naboteu:r. 
A problem recognitieln letter in our files only partially alleviateD 
our apprehensionc :)n that subject, in full ::ecognition of ADLR' s 
exhaustive efforts t:: improve GVN' s secm:ity conscioUDness. 

D - PLOT VlI.Uill HD~ 

A rather scp:1isticated formula 2r.:!3mento each village into 
four layers of re1ativj land plot valuec. On a trial-nod-error basis 
the weighted averLl3e 0:: the four catcgo:dcn, ~.,hen calculated and 
extended, stays vit:1in l! budgetary ceiline. Our actuarial test check 
computa tions GhO~l t!:.a t the firs t wave 0:: c1nimantc tended to conccn
tra te into the hig;l Vl! 1ue ca tegories. Depending on the firmness o! 
the overa] 1 fundinc and the maintenance oC' pre-set budgetary 
boundaries, one of ~.,o things is likely to ~appen: 

1. An ove:;:":run (~·,hich program e::perts c1nim Cllnnot take 
place, by definition). 
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2. Latecomero vlill have to be catiof:l.ed with residual unit 
plot values, which in come cases vill have to be forced dOln'lwards, 
in order to remain llithin overr,ll iiocnl const.:'ninto. 

Either \-1ay ~ some rish. exIst!;;, !1ission of:::1.cials do not feel 
greatly concerned, pa::ticularly in view of t~1e frequent intervale 
at wh~.ch t:'ley call tre~'ldlineo to GVN1s £lttention, Some knowledgp.able 
techniciano on tid pn te l!l tima te inequi ties. 11.'(:. bes t, the more 
pn t; f'nt ciaimant l1ill have the snme feelin~s as the man who shared 
the dlnne~ check wi t:1 hi s fr.iends on an equ~ 1 basis; yet had the 
cheapest entry on the menu. 

E - PLOT OHNERSHIP 

Regarcless 0:: the degree of cont!:'ol elwrcised over blanlc. 
checks printed in and a~riving from the u.n. or during the actual 
processing of clrimn, the real Achillee ilcel of the entire compensa
tion operation is to be found, in the euditors' opinion, in the 
so-c·:tlled IICnse 211 laad category. Tbis is t!1e classification 
describing thn t l~ nd v':1ich enj oys neit~18"" the benefi t of land 
registers or cac~st;:"al ru':!pG. Inntead, it relieG on an honor system 
under which Village Lnr:.d Registrars conduct ::nmership investigation:;;. 

IICase 2" (-.:nc1.ocume:1ted) lnnd outnumbe:.:s "Case I" (documented) 
l£!nd in a 3:1 ratio t:,<lt has remained 2ai::ly constant over the yca::c. 
Hence, from an over~ll plnusibility point o~ view, we cannot over
e~phJGize the complete dependence of every oubnequent processing step 
on the fundamental h::mcsty of the officinla charged ~rl.th the tempta
tion-~ich taok of converting hearsay and an <lging population's 
fallible memory into subntitutc lend recordn, I-Thich in turn formulate 
the basis for pricin~ out the claim. 

Even the one-mont~ rosting period, cnlled for under the proce
dures, .,hereby persoi1.s \'1110 consider themselves wronged under the 
prop -.,_1 nllClrd) mny c::nllenge the decision, doeo little to ollevillte 
our renervations, pa~ticulnrly under t~e political dynamics that 
pr:evail at many villn~es .:lncl :nmlets. 

Never thelesn, r,ivei1. tho cons train ts unde .. " vhich USAID I 0 partici
pation hns been conceived, oild connidc=in~ ~urther the priorities 
thnt paced the Lnnd ~e~orm program, thei1. i~ in ~lfficult to enviDion 
any more meaningful protective menoures USAID, in its advisory role, 
could have introduced nnd sustnincd. Unde-.:- t:'lC circumstanceD, we 
see little banis fa:.: Q constructivt! rec:;mmenciation: but confine 
ourselves to !l form"l statement of a calculated risk. 
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Put another llay, this means that up to 75% of all claims are 
really contingent on the integrity of t:1e many --different individuals 
tha t make up the memberDhip of the variounV:il.tagc Liind Reglotera. 

F - DEU~Y IN~Ef':..~ST: FlNii.NC!AL vs. E9~lTOllIC CONSIDERATIONS 

Elcmvhere lTO have described the processing gap w.lcreby II 

claim, rer.lains for mctended periods in t~1e pipeline, and ia thus 
entitled to earn delay interest. We have i~dependently verified a: 
established certain financial criteria whe~eby the average land value 
per hectare ooounts to VN$120,000, the nvera~e bond interest on the 
unpaid balance at lOi'. over 8 yearc equalc 30% of principal, ar,d thot 
delay interest cccsunts for an additi~ncl 19%, based on criteria 
discussed earlier. 

The total price ta~ for delay inte~est, for a pro~ram distri
buting and compensDting 1,000,000 hecta~es, is therefore VN$22.8 
billion, or USOLf 8 Dillion, aDsur.1ing t:1e current rate of m~change ~f 
475:1 applied cDnsictently. Through Decenbe~ 31, 1972, at a time 
when about one third o~ the hectarogc ~ad bee~ compensated, on 
estir:l[lted VNQlO.3 billi::m \lere nttributable to delay interest. 
From a purely financial point of view, a ct~ong potential cost saving 
case could be nrgued. TI2wever, this woul~ constitute an oversimpli
fication, because ~f t~e prevailing inflation rate which exceeds t~c 
bond coupon rate o:~ 10%. If and when it clips belo\-l 10'7., then aggreD
sive effDrts should be unde immediately to reduce the delay interest 
by removing the conditions that cause i:. Until that crossover point 
is reached, no eC8P.or.U.c harra is being dO:1e, c:~c<!pt tc- the lnndlorc1s 
\<7hose purchasing p~'"er :1<1C been erc-decl. 

To avoid this f:i..":m happe::ling it had been sugecsted at one tine 
to cushion the in:~lntionary effects of •. ~ssive conpensation pnyoentD 
by mlitching the chec!~ ~nd bond fornula tJ t:ie venture ccpital route, 
converting the f~r~~~ n3riculture-based capit~list to an in~Lstriol 
entrepreneur, e;ccept -- n::y be -- fo4' t:1C e:~-landlord who p.: ssesscd 
only relatively m~dcst land holdings. 

Thin suggcstLm, ":lich llppears t:) !1.:)ve uerit frot:! both nn 
anti-inflationary as ~'li:!l1 ns an econoi.1Y PUL1p-p,:ir.1ing point of vielT, 
ha n [Jet with v~riabl.:! ::eac tions cince t:,C pr.:·grao started, particu
larly Dince GVN's initial supp~rtive st<l:1ce c:,uld not always be 
taken entirely :Eo,: granted. N;:,twithstn:1(liI13 sor.1e occanional ambiv£l
lence we belicvc that an inportant rcc~nGtruction avenue was until 
very recently being cCLiously s1iehtcc~, le<lving MiDsion officinlG 
interented in the i:.lplc::lentation \vith~ut t:1C full bnck-up, to convert 
a worth while theory into more viable prQt::tice. Since the circulation 
of our first draft report we have been advised of the Prime Minister 
signing a decree authorizing landlordn t~ use their bonds to purcnllse 
shares in private or Gv~T enterprises. 
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InDtead of \,l~"!olehcartedly purouin:; t:1C originally envisioned 
capital formation route ~vhich would have solved the presDures of 
inflation concurrently with providing a funding baec for industri
alization} USAID comraitted a total of ~4·0 million of import funding 
to the programmcd ClP support levels, coinciding approximately wit:1 
the level of cxpenGitu:ces made by the GVlT to t:1C former landlords. 
Considering that as 0::: this \1I'iting t:1ia a,tlounts to only about 107. 
of the total estimated cost over the liEe Cjf the disbursement cycle. 
and as long as such a level of spending is beyond the internal 
financial capability 0::: GVN tvhile at the s ... me time remaining subjC'!:.t 
to year-to-year incremental U.S. funoinfj, t!:Ci1 thiG leads to the 
realization that l~e=c cxiG~S an enormous c~ntinGent liability 
overhanging the prograw, similar to an un::ui1c1cd pension or retirement 
scheme. We were Clne c~ntinue to be a bii: ~a::::::led by the relative 
unconcern to thinr~ t:n'jugh the obvioUG implica tione. This is, in 
part, due to the realization that projcctec~ LTTT paymcntG will nover 
exceed 5-6% of total GVN budgetary expenditui'es, in anyone year. 
Yet such rationalization does not take into consideration the 
significant llepcnc1ence of the entire GViT budget on U.~. cupport. 

G - CORI<AGE 

Corkage is a euphemism for the practice of obtaining a 
gratuity from intereoted parties for cCl~rying out a task, ~lich 
normally should be ha~dled routinely as II matter of fact. It 
flourishes particula::ly ~lhen an adminiGtr<Jtivc process has been 
broken up into !llC!ny small interdc!penden ... stepG, each one being 
handled by a severely underpaid civil servant. Corkage thus assumeD 
the no ture of a fiscnl lubricant "to keep :::1inl3s moving". 

A gret:! t deal 0:: tLne nnu effo;:ot h~c boon Q~cpended by Mission 
officials to obtab so:nc insight into i::~c c:)1.·!~ngc problem, llS it 
relatec to the Land n.efotm Program, and to el1Gu::.-e that "abnoroal 
practices" do not jeop.':t'dize the entire proS:cnm. BecauGe tbe 
Mission haG nlrend), c::mducted its own Gtudy of this subject no 
useful purpooQ is being servc~ by repellting a detailed diocussion 
here. t.Je diG, 11 Otle'JC::';' , shnrc the rCGul to Cl~ ou:." ~lt-ln cornpensa tion 
to landlord survey tJ determine the e:ctent c::: <Jny unusual practices, 
~·lith the appropriate ..:\DLR ofaci~ls. 
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USAID/vN (LAND-TO-THE-TILLER PROGRAM) EXHIBIT I.. 

DiDtribution of R~~ 

USAID/VN 

Director 15 

AID/tv 

Office of Audit, Auc~tor General 4 

Office of ProgrammL,c and Economic Policy, M/VN 2 

Office of CommodL:y C:::mtrol and Survcill~L1ca, M/VN 1 

Assistant General Counsel for Vietnam, M/VN 1 

Special AssiDt<Jnt ::70:;: Program Management (Compliance), AA/I/N 2 

Vietnam Desk 1 

Q!!!1E. 

Inspector General 0:: Foreign ADDistancc (IGf.) /STATE 

General Accountin3 O:,:fice (GAO) /Saleo~1 

InspectionD and I~vestigations Staf1 (IIS)/Saigon 

- 13 -

1 

1 

2 




