
U. S. FOREIGN AID 

VIETNAM 
PROPOSED FISCAL YEAR 1971 PROGRAM 

-- - - - 

AGENCY FOR INTERNATIONAL DEVELOPMENT 



GENERALNOTE 

This is  an excerpt from the Agency for International Develop- 

ment's Program Presentation to the Congress outlining the President's 

foreign aid request for fiscal year (FY) 1971. 

The terms "foreign assistance" or "economic assistance," as 

used in this volume, usually refer only to economic aid programs 

conducted under the Foreign Assistance Act and exclude other foreign 

assistance such as the Food for Peace Program under Public Law 

480, the Peace Corps and the Military Assistance Program, as well 

as other economic programs such as those carried out bythe Export- 

Import Bank. 



1 ,  5 
V I  ETNAM 

a/ Excl udes DOD re imbursab le  cos ts  o f  $34.6 mi 11 i o n  i n FY 1968 - 
and $34.7 m i l l i o n  i n  FY 1969. 

b/ Con t r i bu t i ons  t o  i n t e r r e g i o n a l  programs, except  f o r  t he  ex- - 
panded Vietnam program expenses, c a r r i e d  under Program Support, 
have been de le ted  f rom t h i s  p r e s e n t a t i o n  and a re  now i n c l u d e d  
i n  I n t e r r e g i o n a l  A c t i v i t i e s .  

c/ Ac tua l  l i c e n s i n g  was $205 m i l l i o n  w i t h  t h e  d i f f e r e n c e  f i nanced  - 
by u n u t i  1  i z e d  funds c a r r i e d  over  f rom FY 1968. 

d/ Does n o t  i n c l u d e  a p o s s i b l e  supplemental request  o f  up t o  $100 - 
m i l l  i o n  t o  o f f s e t  t h e  increased cos t s  o f  V ie tnamiza t ion .  See 
n a r r a t i  ve . 

PROGRAM SUMMARY 
(In millions of dollars) 

U.S. AID OBJECTIVES 

W i t h i n  t h e  con tex t  o f  o v e r a l l  U.S. o b j e c t i v e s  i n  Vietnam, A.1 .D. ' s  
goa ls  are:  

-- t o  p revent  run-away i n f l a t i o n  and severe economic d i  s- 
1  o c a t i  ons ; 

Commercial Impor t  
Program 160 13Ocl 2 20 220d/ 

P r o j e c t  Program 2  24 163- 132 133- 
A d m i n i s t r a t i v e  Costs 6  6  6  6  
Program Support 8  6  7  7  

F Y  1970 
Estimated 

365 

F Y  1969 &/ 
Actual 

305 Supporting Assistance .:I. 

-- t o  ease the  s u f f e r i n g  o f  c i v i  1  i a n s  d i sp laced  o r  i n j u r e d  
by t h e  war; 

F Y  1971 
Proposed 

366 

F Y  1968 &/ 
Actw I 

398 

-- t o  a s s i s t  t h e  Government o f  South Vietnam t o  expand i t s  
p r o t e c t i o n  and i n f l u e n c e  over more o f  t h e  popu la t i on  -- 
e s p e c i a l l y  i n  t h e  r u r a l  areas; 

-- t o  a s s i s t  i n  economic development t o  t h e  e x t e n t  p o s s i b l e  
and f e a s i b l e  under t h e  c o n s t r a i  n t s  o f  w a r t i  me condi t i o n s  ; 
and 

-- t o  h e l p  t he  Government o f  South Vietnam improve i t s  
p resen t  range o f  s o c i a l  and economic se rv i ces  and t o  
prepare a  bas i s  f o r  p l ann ing  i t s  f u t u r e  development. 



PROGRESS AND PROBLEMS 

1969 was a  y e a r  o f  s i g n i f i c a n t  p rogress  on a  v a r i e t y  o f  f r o n t s .  
The number o f  refugees d e c l i n e d  sha rp l y ;  f ood  p roduc t i on  rose  
n e a r l y  t o  pre-war 1  eve1 s  ; s e c u r i t y  c o n d i t i o n s  improved through- 
o u t  t h e  count ry ,  and d u r i n g  day 1  i g h t  hours t r a v e l  by road was 
p o s s i b l e  t h e  l e n g t h  o f  t h e  coun t r y  f r om t h e  d e m i l i t a r i z e d  zone t o  
Sai gon and i n t o  t he  Del t a .  Desp i te  r i s i n g  budgetary expendi t u res  
assoc ia ted  wi t h  Vietnamese mi 1  i t a r y  expansion and t h e  mobi 1  i za- 
t i o n  o f  o v e r  a  m i l l i o n  men, cos t  o f  l i v i n g  increases  have been 
kep t  w i t h i n  t o l e r a b l e  1  i m i  t s .  The Government o f  Vietnam con- 
t i n u e d  t o  encourage popul a r  p a r t i  c i  p a t i o n  i n  t h e  p o l  i t i  ca l  
process a t  t h e  v i l  1  age and ham1 e t  l e v e l  . More and more v i l  1  age 
and hamlet o f f i c i a l s  were e lec ted ,  p rov ided  t r a i n i n g  i n  l o c a l  
government, g iven c o n t r o l  ove r  government funds f o r  1  oca l  devel op- 
ment p r o j e c t s ,  and g i ven  r e s p o n s i b i l i t y  f o r  l o c a l  s e c u r i t y  
i n c l  udi  ng t h e  armi ng o f  a  Peoples Sel f-Defense Force. 

The Economy 

The p e r i o d  o f  r e l a t i v e  p r i c e  s t a b i l i t y  which began i n  September 
1968 cont inued d u r i n g  t h e  f i r s t  p a r t  o f  1969. By May, however, 
p r i c e s  had begun t o  r i s e  and they  cont inued t o  do so through Novem- 
ber,  l e v e l i n g  o f f  i n  t h e ' l a s t  month o f  t h e  yea r .  I n  October t h e  
government took t he  s i g n i f i c a n t  s tep  o f  s u b s t a n t i a l  l y  r a i s i n g  
taxes  on impo r t s  thereby  he1 p i  ng t o  reduce the  i n f l  a t i o n a r y  
e f f ec t  o f  r i s i n g  government expend i tu res .  The new taxes gave a  
one-shot boos t  t o  p r i c e s ,  b u t  t hey  shou ld  c o n t r i b u t e  s i g n i f i c a n t l y  
i n  dampening t he  i n f l a t i o n a r y  t r e n d  i n  1970. A1 though U.S. 
economic a i d  remained an e s s e n t i a l  i ns t rumen t  i n  he1 p i n g  t o  
s t a b i l i z e  t h e  economy, i t  i s  noteworthy and encouraging t h a t  t he  
government f e l  t i t s e l  f i n a  s u f f i c i e n t l y  s t r o n g  p o s i t i o n  t o  im- 
pose necessary t a x  measures i n  t h e  f ace  o f  cons ide rab le  domest ic  
oppos i ti on. 

A  number o f  f a c t o r s  c o n t r i b u t e d  t o  t h e  r e l a t i v e  p r i c e  s t a b i l  i t y  
i n  t he  f i r s t  h a l f  o f  t h e  y e a r  o f  which a  t e m p o r a r i l y  reduced 
r a t e  of government expend i tu res  as w e l l  as a  s u b s t a n t i a l  i nc rease  
i n  government impo r t  1  i cens i  ng were perhaps t h e  most impo r tan t .  
Th is  h i g h e r  l e v e l  of impor ts  was f i nanced  i n  p a r t  by a  drawdown 
of t h e  government's f o r e i g n  exchange reserves,  which d e c l i n e d  by  
about  $50 mi 11 i o n  d u r i n g  t h e  year .  

Dur ing  t h e  second ha1 f of  t h e  year ,  g r e a t e r  mi 1  i t a r y  expend i tu res  
and a  long-de l  ayed wage i nc rease  t o  t h e  armed f o r c e s  and c i v i  1  
servants  were a  s i g n i f i c a n t  i n f l u e n c e  i n  d r i v i n g  p r i c e s  up. For  
t h e  y e a r  as a  whole p r i c e s  rose  32%, approx imate ly  t h e  same r a t e  
o f  i nc rease  exper ienced i n  1968. About a  t h i r d  o f  t h i s  i nc rease  
occur red  i n  t h e  l a s t  two months o f  t h e  yea r  as a  r e s u l t  o f  t h e  
i m p o s i t i o n  by  t h e  government of  s i g n i f i c a n t l y  hSgher d u t i e s  on 
impor ted  goods. These t a x  increases  had t h e  e f f e c t  o f  r a i s i n g  
t he  cos t  o f  impor ts  on t h e  average o f  about 50%. 



Although t h e  t a x  program was designed t o  a f f e c t  impor ted  l u x u r y  
goods p r i m a r i l y  and t o  min imize  increases  i n  t h e  c o s t  o f  1  i v i n g  
o f  t h e  lower  income groups, i t  had a  r a d i a t i o n  e f f e c t  on a l l  
p r i c e s ,  some o f  i t  psycho1 o g i c a l  i n  na ture .  W i t h i n  two weeks 
o f  t h e  issuance o f  t he  t a x  decree, t h e  Saigon R e t a i l  Index was 
up 13% f rom the  pre-decree l e v e l ,  b u t  b y  t h e  end o f  t h e  yea r  
p r i c e s  had receded somewhat f rom t h e i r  peak 1  eve1 s, and had 
s t a b i l i z e d  a t  about 10% h i g h e r  t han  t h e  p r e - t a r i f f  i nc rease  l e v e l  . 
War R e l i e f  and Support 

Dur ing 1969 t h e  re fugee s i t u a t i o n  underwent severa l  fundamental 
changes r e s u l  t i n g  f r om a  decrease i n  mi 1  i t a r y  a c t i v i t i e s  and 
improvements i n  s e c u r i t y  i n  t h e  coun t r ys ide .  The number o f  new 
refugees f e l l  f r om over  300,000 i n  1968 t o  j u s t  ove r  100,000 i n  
1969. The number o f  refugees on t h e  r o l l s  decreased f rom 
1,450,000 a t  t h e  end o f  February t o  270,000 a t  t he  end o f  
December. Near ly  500,000 refugees r e t u r n e d  t o  t h e i  r v i  1  1  ages, 
w h i l e  about  600,000 were r e s e t t l e d  elsewhere -- ma in l y  on former 
re fugee s i  t e s  . 
The work o f  t h e  government's M i n i s t r y  o f  Soc ia l  We1 f a r e  was a  
s i g n i f i c a n t  c o n t r i b u t i n g  f a c t o r  i n  re fugee opera t ions  d u r i n g  
1969. Throughout t he  y e a r  s t a f f  improvement, g r e a t e r  exper ience 
gained s i nce  t he  enemy a t t a c k s  o f  T e t  i n  t h e  s p r i n g  of 1968, and 
t h e  r e f i  nement and promulgat ion  o f  po l  i c y  and guidance a1 1  com- 
b i  ned t o  make p o s s i b l e  t h e  achievements o f  1969. 

Progress has a1 so been made i n  meet ing t h e  many heal t h  and 
rehab i  1  i t a t i o n  problems i n  Vietnam. The ongoi ng program i n 
p l a s t i c  and r e c o n s t r u c t i v e  surgery,  i n i t i a t e d  by t h e  C h i l d r e n ' s  
Medical Re1 i e f  I n t e r n a t i o n a l  under c o n t r a c t  w i t h  A. I .D. , was r e -  
l o c a t e d  i n  a  new f a c i  1  i t y .  With i t s  suppo r t i ng  120-bed con- 
va lescent  u n i t ,  t h i s  Center i s  now capable o f  hand1 i n g  more than 
1,000 p a t i e n t s  a  y e a r  and cont inues  i t s  emphasis on t r ea tmen t  o f  
c h i l d r e n  under 16 years  o f  age. The program f o r  r e h a b i l i t a t i o n  
o f  d i s a b l e d  persons, i n c l u d i n g  war v i c t i m s ,  was enhanced by  t h e  
opening o f  a  new r e h a b i l i t a t i o n  branch cen te r  a t  Q u i  Nhon and 
t h e  r e - l o c a t i o n  o f  t h e  branch a t  Can Tho t o  a  new f a c i l i t y .  The 
o v e r a l l  p r o d u c t i o n  o f  t h e  Na t i ona l  R e h a b i l i t a t i o n  I n s t i t u t e  has 
thereby  been i ncreased t o  approx imate ly  800 a r t i  f i  c i  a1 1  imbs and 
braces a  month. 

Ass is tance t o  accommodate t he  abnormal c l  i n i  ca l  work l  oad expanded 
by  war - i  n j u r e d  c i v i  1  i ans  cont inues .  A1 though the  number o f  
c i v i l i a n  war c a s u a l t i e s  r a r e l y  exceeds 11% o f  a l l  p a t i e n t s  
admi t ted  mpnthly t o  M i n i s t r y  o f  Heal t h  h o s p i t a l s ,  t he  a d d i t i o n a l  
work l  oad seve re l y  taxes a1 ready overburdened s t a f f  and f a c i  1  i ti es . 
U.S. and Free World h e a l t h  ass is tance teams augment Vietnamese 
t rea tment  c a p a b i l i t i e s  i n  each o f  t h e  n a t i o n ' s  p rov inces .  I n  
general  , c i v i  1  f an  war c a s u a l t y  admissions r e f l e c t  t h e  ebb and 
f l o w  o f  m i l i t a r y  ac t i on .  Casual t i e s  d u r i n g  t he  l a s t  q u a r t e r  o f  
1969 dropped t o  a  monthly average o f  4,000 compared t o  6,700 a  
month d u r i n g  1968. 



In 1969 the government inaugurated ambi tious pl ans to coordi nate 
ci vi 1 i an and mi 1 i tary medi cal treatment servi ces , whi ch wi 11 
resul t  in more ef f ic ient  use of national health resources, 
especially manpower. Under th is  cooperative ef for t  of the 
Ministry of Health and the Ministry of Defense, joint  s taff ing 
and u t i l iza t ion  of hospitals and d i s t r i c t  dispensaries are being 
carried out on a phased basis. Implementation of the f i r s t  phase, 
which i nvol ves 13 provi nci a1 hospital s , has progressed ahead of 
schedule. Therefore, the implementation of the second phase, 
i nvol vi ng 12 provi nci a1 hospital s , was ordered i n December 1969. 

Pacification 

The Accelerated Pacification Campaign, a special one-time, three- 
month ef for t  begun in November 1968, was successfully concluded 
by the end of January 1969. The Campaign was designed to  step-up 
the government's i n i t i a t ive  in the rural areas following the heavy 
losses incurred by the enemy in the Tet offensive in Spring 1968. 
Virtual ly a1 1 the goals of the Accelerated Paci f i  cation Campaign 
were achieved, including bringing 1,000 hamlets into the "secure" 
category, organizing over one mil 1 ion people in a Peoples Self- 
Defense Force, and establ ishing effect ive 1 ocal government in an 
additional 1,200 hamlets. 

The momentum of the campaign continued throughout the year, and by 
December 1969 i t  was possible to record additional gains in terms 
of people in secure areas (nearly 90% of the population), elected 
1 ocal governments (94% of a1 1 hamlets and vi l l  ages), expanded 
t r a i  ni ng programs for  1 ocal off i ci a1 s (nearly 50,000 t r a i  ned) , and 
a 1 arge increase in Viet Cong defectors (47,000 compared with 
18,000 in 1968). 

Improvements in the countryside were readi ly discernible to  
veteran observers in terms of :  (1 ) being able to  reach most 
provincial capitals  by road; ( 2 )  the return of nearly one-ha1 f 
mi 1 I ion refugees to the i r  vi 11 ages of origin; ( 3 )  the resul t s  of the 
introduction of new rice seed variet ies  reflected in the largest  
r ice  harvest since 1964; and (4)  the exci tement of greater poli t ical  
ac t iv i ty  a t  the vi 11 age level manifested by increasing requests for  
government assistance for  small projects planned and implemented 
by the vi 11 agers. 

This greater i n i t i a t ive  a t  the v i l l a  e level i s  the result  of a 
comprehensive program involving: ( I  7 the development and training 
of village councils; (2)  establishing pol ice stat ions in 1,650 
vi 11 ages manned by about 6,000 village police; and (3)  the 
granting of central government funds direct ly to villages in 
support of t he i r  projects. During the year the Government of 
Vietnam's Central Pacification and Development Counci 1 pl ayed an 
increasingly important role in directing the course of the pacifi- 
cation e f fo r t .  The government's financial contribution to 
pacification i s  expected to  r i se  from about 2 bil l ion piasters 
in 1969 to  over 4 bi l l ion in 1970. 



Another aspect of the paci f i  cation program i nvol ves the urban 
areas.  In 1969, a c t i v i t i e s  were largely confined t o  Saigon 
where a sel f-defense force was organi zed (275,000 members), 
375 separate sel  f-he1 p projects undertaken, i ncl udi ng the con- 
s t ruc t ion  of over 1,000 1 ow-cost housing uni ts  and 67 new class-  
rooms, the school -age population enrol 1 ment increased from 69% 
t o  73%, and 19 of Saigon's 28 dispensaries were renovated and 
expanded. 

Publ i c Servi ces and Economi c Development 

The pacif icat ion program gives recognition t o  the f ac t  t ha t  
mi 1 i t a ry  securi ty  by i t s e l f  i s  not su f f i c i en t  . Though securi ty  
i s  a v i t a l  p r ec~nd i t i on  f o r  government control ,  the  people must 
feel  t ha t  they have a voice i n  the making of decisions affect ing 
t h e i r  fu ture ,  and tha t  the future  holds promise fo r  economic, 
soci a1 and pol i t i  cal advancement. Accordi ngly , the  government 
sees economic development as a logical extension - and, in  f a c t ,  
an integral  par t  - of i t s  Pacif icat ion Program. 

In Agri cul tu re  the government-i ni t i a t ed  program of new r i c e  
va r i e t i e s  has received such widespread support tha t  i t  has been 
taken over almost completely by the pr ivate  sec tor .  The goal of 
500,000 acres in new r i c e  t h i s  crop year (ending March 1970) 
will  not only be met but may be exceeded by as much as 30%. The 
government continues t o  conduct research programs and t r a i n  
extension agents in  order t o  take advantage of newer improved 
va r i e t i e s  of the "miracle" seed and adapt the new va r i e t i e s  to  
Vietnam's s o i l s  and climate. 

Both the  hog and poultry programs made s ign i f ican t  progress during 
the year .  Twenty-one commercial hatcheries of 5,000 egg capaci ty  
o r  l a rger  have been establ ished i n  the Saigon area and three in  
other  regions . Animal feed production increased ten-fol d over 
I968 and vaccine production has more than doubled i n  the past year .  

In the f i e l d  of Industr , the  pr ivate  sec tor  invested the equivalent + of $40 mil 1 ion in  969 in  a wide var ie ty  of industr ies  i ncl udi ng 
food processing, f i sh ing ,  boat bui 1 ding, cement production, s tee l  , 
p l a s t i c s ,  e t  ce te ra .  

In Education s ign i f ican t  gains were noted: (1 ) the goal f o r  the 
expansion of the elementary education system t o  enroll  85% of 
the  school -age population i s  c lose t o  attainment and progress i s  
being made in  expanding. secondary education ; ( 2 )  t r a i  ni ng of 
1 arge numbers of teachers i s  being successfully imp1 emented; and 
(3)  hundveds of new cl assrooms are  being constructed annual ly . 
In other  Publ i c Service f i el ds e l e c t r i c a l  generating capaci ty  in- 
s t a l  led in  the metropol i tan area of Saigon i n  1969 provided an 
increase in  to ta l  generating capacity of nearly 50%. Nearly a1 1 
residences in  Saigon now have access t o  potable water wi t h  
low-income families being able t o  obtain water from pub1 i c 



fountains. There was approximately a 50% i ncrease i n telephone 
subscri bers bei ng served in Sai gon ; highway repai r and restoration 
throughout the country total 1 ed 700 ki 1 ometers i ncl udi ng the 
restoration of 33 permanent bridges. The restoration of the 
railway proceeded on schedule enabl i ng a 30% increase in cargo. 
transported and a 240% increase in passenger t r a f f i c .  

Tax collections were over 40% higher than in 1968. Even a f t e r  
defl a t i  ng the increase by price r i ses  during the year, revenue 
in real terms showed about a 10% increase. Customs receipts were 
double those of the previous year with only a part due to  the 
increased vol ume of imports and higher ra tes ;  a s ignif icant  
portion reflects  increased efficiency of col lections. 

A.I.D. has assisted the government th is  past year in laying the 
foundations for  long-range planning. In May, 1969, the U.S./ 
Vietnamese Joint  Development Group completed a 600 page report which 
out1 i ned a broad postwar strategy i nvol vi ng both reconstruction 
and development. The report a1 so includes special sections on 
agri cul ture ,  empl oyment , tax pol i ci es , export promoti on, and 
development of the Mekong Delta. In addition, A .  I . D .  and the 
Vietnamese have jointly undertaken sectoral studies in the f ie lds  
of health, comnunications, transportation, agriculture, manpower, 
as well as f eas ib i l i t y  studies in selected industries. These 
studies should provide the government with a sounder base for  
charting i t s  future and making the best use of a l l  resources. 

Major Problems and Assumptions 

Despite the progress made during 1969, many problems remain. 
Security i s  bet ter  and the Vietnamese are shouldering a much 
heavier combat burden, b u t  the enemy force structure i s  s t i l l  
in tac t .  If he should decide to attack a part icular  area with 
major force, he could disrupt - a t  leas t  on a temporary basis - 
progress now being made in pacification and development in that  
area. 

There are a1 so numerous probl ems aside from security . A1 though 
there has been some improvement, corruption i s  s t i l l  serious. The 
Executive Branch of the Government s t i l l  finds i t  d i f f i cu l t  to 
s t a f f  i t s  Ministries with competent people and manage i t s  budgets 
in an adequate manner. The relationship between the Legislative 
and Executive Branches of the Government i s  s t i l l  in the process 
of devel opment. For example, the 1 and reform bi l l  introduced l a s t  
July had not yet been passed by the Legislature as of the end 
of February, and the legis la t ive  branch has questioned the execu- 
t i v e ' s  power to  in s t i t u t e  the tax reform measures of l a s t  October. 

For the years immediately ahead the most s ignif icant  development 
affecting the A.I.D. program and the U.S. Government's involvement 
in Vietnam i s  Vietnamization of the confl i c t .  The economic conse- 
quences of Vietnamization are two-fold: in the f i r s t  instance 
an increase in Vietnamese troop strength will increase the 



government's defense expend i tu res ,  r e s u l t i n g  i n  l a r g e r  budget 
d e f i c i t s ,  inc reased demand f o r  goods and pressure on p r i c e s .  On 
t h e  o t h e r  hand, t he  government's a b i l i t y  t o  counter  i n f l a t i o n  
through h i g h e r  l e v e l s  o f  impor ts  w i l l  be cons t ra ined  due t o  t h e  
f a c t  t h e  government earns l e s s  f o r e i g n  exchange as U.S. f o r ces  
leave.  Therefore,  t h e  government wi 11 cont inue t o  r e l y  h e a v i l y  
on budgetary and balance o f  payments ass is tance f rom t h e  
Un i t ed  Sta tes .  

I n  deve lop ing  t h e  FY 1971 A.I.D. program f o r  Vietnam, we have 
assumed t h a t  t h e  Vietnamese w i l l  have t o  suppor t  armed se rv i ces  
o f  1  m i l l  i o n  men o r  more, and t h a t  t h e  Un i ted  Sta tes  w i l l  con t inue 
i t s  p l a n  o f  phased wi thdrawal  w h i l e  p r o v i d i n g  necessary m a t e r i a l  
support  and l o g i s t i c a l  back-up. We a r e  assuming t h a t  t h e r e  w i l l  
con t inue t o  be some app rec iab le  l e v e l  o f  new refugees and c i v i l i a n  
casual t i e s  as a  r e s u l t  o f  t h e  war, b u t  t h a t  t h e r e  w i l l  be adequate 
s e c u r i t y  i n  t h e  coun t r ys ide  t o  c a r r y  f o rwa rd  t h e  p a c i l f i c a t i o n  and 
development programs. Under these assumptions, we c a l c u l a t e  t h a t  
t h e r e  w i l l  be a  h ighe r  l e v e l  o f  m i l i t a r y  expend i tu res  by  t h e  
government, a  requirement f o r  a  h i g h e r  l e v e l  o f  ex te rna l  f i n a n c i n g  
o f  commercial impor ts ,  and increased pressure  on domestic p r i c e s  
i n  Vietnam. 

Program Level  

The amount requested i n  t h i s  p resen ta t i on  f o r  Vietnam i n  FY 1971 
($366 m i l  1  i o n )  i s  v i r t u a l  l y  t h e  same as t he  funds a1 l o t t e d  t o  Vietnam 
i r i F Y  1970 ( $ 3 6 5 m i l l i d n ) .  T h e f i g u r e o f $ 3 6 5 m i l l i o n f o r 1 9 7 0 i s  
$75 mi 11 i o n  l e s s  than t h e  $440 mi 11 i o n  requested o f  Congress one 
y e a r  ago. Th i s  r e d u c t i o n  i s  a t t r i b u t a b l e  t o :  ( 1 )  de lays  i n  g e t t i n g  
a  Land Reform B i l l  passed ($30 mi 11 i o n ) ;  ( 2 )  a  downward r e v i s i o n  
o f  7-1/2% i n  ou r  es t imate  o f  CIP l i c e n s i n g  ($240 m i l l i o n  request  
f o r  CIP reduced t o  $220 m i l l i o n ) ;  ( 3 )  a  s h i f t  o f  $10 m i l l i o n  t o  
the  I n t e r r e g i o n a l  category;  and ( 4 )  a  $1 5  m i l  1  i o n  r e d u c t i o n  ma in l y  
i n  the  P r o j e c t  Program. 

The $366 m i l l i o n  request  conta ined i n  t h i s  submission i s  Vietnam's 
share o f  t h e  t o t a l  proposed Suppor t ing  Ass is tance Program f o r  FY 
1971, which i s  made up o f  $414.6 m i l l i o n  i n  new app rop r i a t i ons - - t he  
f u l l  amount c u r r e n t l y  a u t h o r i  zed--pl us about $60 mi 11 i o n  o f  expected 
deobl i g a t i o n s  and reimbursements. Th i s  request  i s  $108 mi 11 i o n  be1 ow 
t h e  $474 mi 11 i o n  conta ined i n  t h e  P r e s i d e n t ' s  Budget p r i m a r i l y  be- 
cause the  budget f i g u r e  assumed an es t imated $1 00 mi ll i o n  separate 
request  f o r  Suppor t ing  Ass is tance a u t h o r i z a t i o n  and a p p r o p r i a t i o n  
t o  f i  nance a d d i t i o n a l  cos ts  i n  Vietnam. More p r e c i s e  i n f o r m a t i o n  
w i  11 be r e q u i r e d  on V ie tnamiza t ion  cos t s ,  Department o f  Defense 
wi thdrawal  p l  ans , c u r r e n t  impo r t  1  i censing t r ends ,  and movement 
o f  t h e  government's f o r e i g n  exchange reserves  and domesti c  p r i  ces. 
The f i n a l  dec i s i on ,  t h e r e f o r e ,  on whether we w i l l  need t o  go 
fo rward  w i t h  t h a t  request  has n o t  been made as o f  March 1 .  



Discussion of each major goal , with emphasis on cnanges in  FY 1971 
over FY 1970 follows: 

1 .  Economic S tab i l i za t ion  

CI P 
Project Program 

A. I.D. Total 

PROPOSED 
FY 1970 FY 1971 rn m 

P . L .  480, T i t l e  I 114,960 93,560 

TOTAL 338,110 31 6,000 

This goal represents our concern with keeping pr ice  r i s e s  within 
bounds and preventing run-away in f la t ion .  With A.  I .  D.  ' s  he1 p, 
mainly in  the form of permitting a level of imports g rea te r  than 
would be the case i f  Vietnam were limited t o  i t s  own foreign 
exchange earnings, the country has managed t o  1 imit pr ice  r i s e s  
over the past  few years t o  a level (30% - 35% annually) which i s  
pol i t i  cal l y  acceptable and has not generated such strong demands 
for  wage increases as t o  unleash an uncontroll able  i nfl a t ion .  
The local currency generated by the s a l e  of CIP commodi t i e s  in 
the local market helps make up par t  of the budget d e f i c i t  
created by expanded secur i ty  expenditures. 

In addition t o  i t s  Comnercial Import Program, A .  I .  D. provides 
some technical ass is tance in  the f i e l d s  of taxat ion,  customs, 
s t a t i s t i c s  and manpower u t i l i z a t i on  which i s  helping the government 
improve i t s  revenue posi t i  on ( t o t a l  revenue i ncreased over 90% 
in  1969) thereby countering, i n  pa r t ,  the  increasing level of 
government expenditures. As noted in  the tab le  above, a t  t h i s  
time we are  requesting the same level of CIP assis tance as was 
required in FY 1970. This level may not be su f f i c i en t  f o r  the 
economic costs  of Vietnamization, as explained above. 

P .L .  480 T i t l e  I plays a ro le  s imi la r  t o  t h a t  of the CIP in  the 
s t ab i l  i za t ion  program. Surpl us U.S. comnodi t i e s  a re  sold on the 
1 ocal market and, 1 ike C l P  goods, generate local currency proceeds, 
most of which help defray the p i a s t e r  costs  of the war. The drop 
i n  T i t l e  I imports i n  FY 1971 r e f l e c t s  a reduction i n  r i c e .  This,  
in  tu rn ,  i s  the r e su l t  of a successful program begun i n  1967 t o  
make the country s e l f - su f f i c i en t  i n  r i c e  through the expanded 
use of new, high-yiel ding, r i c e  va r i e t i e s .  Barring unforeseen 
setbacks, self-suff ic iency should be achieved by the end of calendar 
year 1971 . 



2. War Support and Re1 i e f  
PROPOSED 

A.I.D. Tota l  
P.L. 480 T i t l e  I 1  

TOTAL 61,652 53,212 

A c t i v i t i e s  i n  t h i s  f i e l d  cons is t  l a r g e l y  o f  ca r ing  f o r  those c i v i l i a n  
v i c t ims  o f  the  war who have been made homeless o r  who have been 
i n j u r e d .  The former c o n s t i t u t e  the  bu lk  o f  those being helped 
under refugee and reset t lement  programs. The l a t t e r  are  ass i s ted  
under a prograa o f  g r e a t l y  improved h o s p i t a l  care a t  the province 
l e v e l  , and through the  development o f  spec ia l  i zed serv ices such 
as p l  a s t i  c surgery and the rehabi  1 i t a t i  on o f  t h e  disabled. 

The reduc t ion  i n  P.L. 480 T i t l e  I1 i s  based on the f a c t  t h a t  about 
500,000 refugees have re turned t o  t h e i r  v i l l  ages o f  o r i g i n  and many 
o f  these people are, o r  s h o r t l y  w i  11 be, able t o  prov ide t h e i r  
own food. The reduc t ion  i n  A.1 .Dm funds r e f l e c t s  the con t inua t ion  
o f  improved condi t ions i n  t h i s  area. The FY 1971 funds are f o r  
187 speci a1 i s t s  who a s s i s t  the government's refugee o rgan iza t ion  
i n  a l l  the camps and many o f  the reset t lement  areas, and f o r  
corrmodities, most ly r o o f i n g  and ten ts .  A.1 .D. funding a l so  i n -  
c l  udes support f o r  about 450 U.S. and o the r  Free World doctors,  
nurses and techni  ca l  personnel , and over $6 m i l  1 i o n  i n medical 
supp l ies  and equipment. 

3. P a c i t t c a t i o n  PROPOSED 
F Y  1970 F Y  1971 -ooor m 

A. I .D. Total  50,125 44,175 
The word " P a c i f i c a t i o n "  as used here r e f e r s  t o  a s p e c i f i c  program 
undertaken by t h e  MACV O f f i c e  o f  C i v i l  Operations and Rural Devel- 
opment Support (CORDS) i n  con junct ion w i t h  var ious Government 
m i n i s t r i e s .  

Secur i t y  f rom the V i e t  Cong main forces and North Vietnamese u n i t s  
i s  provided by the Army o f  Vietnam (ARVN) , by Free World M i  1 i t a r y  
Assistance Forces (FWMA), and by U.S. Forces. I n  m i l i t a r i l y  secured 
areas, Rev01 u t i  onary ~ e v e l  opmeht (RD) Cadre Teams and Na t i  onal 
P o l i c e  are placed i n  s p e c i f i c  v i l l a g e s  t o  he lp  t r a i n  the  People's 
Sel f-Defense Forces, ass i  s t  1 ocal governing bodies and a s s i s t  
s e l f - h e l p  devel oprnent p ro jec ts .  

The present emphasis i s  on strengthening the v i l l a g e ,  which i s  the 
bas ic  admin is t ra t i ve  u n i t  i n  r u r a l  areas. I n  keeping w i t h  t h i s  
emphasi s which i nvol ves g i  v i  ng v i  11 ages g rea te r  responsi b i  1 i t y  , 
the RD teams now operate under the a u t h o r i t y  o f  t he  v i l l a g e  c h i e f .  
Th is  enables e lec ted  v i  1 lage o f f i  c i  a1 s, i n  cooperat ion w i t h  the  
cen t ra l  government, t o  p lan  f o r  the  defense o f  the  v i l l a g e  and 



draw up economic development projects f o r  the v i l l age .  This 
j o in t  e f f o r t  helps bring the people and Government closer  to-  
gether in the task of building a  po l i t i c a l l y  viable s t a t e .  

Pacif icat ion and development programs are  a1 so requi red i  n urban 
areas where the massive influx of people from the rural areas 
has created serious soci a1 , pol i  t i  cal and securi ty  problems. A t  
present the major e f f o r t  in t h i s  f i e l d  i s  taking place in Saigon, 
but in 1970 the government plans t o  expand i  t s  e f fo r t s  to  the 
other  four autonomous c i t i e s  . 
Under the Pacification program, A .  I . D .  i s  involved primarily with 
Rural Development ( i  ncl udi ng CORDS Technical Support) and National 
Pol i ce  (Pub1 i c  Safety) .  A. I .  D .  provides about 575 Americans, over 
300 Third Country Nationals and essent ial  commodities t o  the Rural 
Development project .  The decrease of nearly $4 mill ion i n  t h i s  
goal in FY 1971 i s  accounted f o r  c h i e f l y  by a r e d u c t i o n  i n  
comrnodi t i  es . 

4. National Development and Pl anni ng 
PROPOSED 

FY 1970 F Y  1971 rn ($- 

A .  I . D .  Total 34,919 -45,531 

The goal i s  t o  help the Government of Vietnam operate more e f f i -  
c ien t ly  in improving economic and social conditions and in pro- 
viding greater  opportunities fo r  popular par t ic ipat ion in 
pol i  t i c a l  1  i f e .  Our aim i s  a1 so t o  see t ha t  these tasks a re  
undertaken with special emphasis a t  the v i l l age  level and in 
close coordination wi t h  the Pacification Program. 

National Development involves both the undertaking of act ive 
government programs of demons t rabl  e  benef i  t to  the people and 
the creation of underlying conditions and s i tua t ions  ,wi t h i  n 
which local and private  i n i t i a t i v e  can be released. National 
Devel opment a1 so i  nvol ves prepari ng the factual , s  t a t i  s t i  cal 
bases now for  future planning when h o s t i l i t i e s  have ceased. 

Under t h i s  goal A.I.D. provides support f o r  programs in the  
f i e l d s  of agr icu l ture ,  education, public administration, public 
dorks and pub1 i c  health (other than care of c iv i l i an  war 
casual t i e s ) .  

The increase in the t o t a l  funds fo r  these a c t i v i t i e s  i s  accounted 
f o r  almost en t i r e ly  by, the Land Reform project .  In FY 1970 
we had or ig ina l ly  proposed $30 mi 1 l ion as part of a  U.S. con- 
t r ibu t ion  t o  a  new program designed to  abolish tenancy on r i c e  
lands. A.I.D.'s funds were t o  be used t o  meet increased import 
demands a r i s ing  from 9 proposed 20% i n i t i a l  payment to  landlords 
in cash (p i a s t e r s ) .  The Land Reform Bil l  has been passed by the 



upper house o f  the Nat ional  Assembly and i s  now under consider-  
a t i o n  i n  the lower house. 

As a r e s u l t  o f  delays i n  l e g i s l a t i v e  act ion,  i t  now appears t h a t  
FY 1970 funds requested f o r  land re form probably w i  11 n o t  be used. 
We a n t i c i p a t e ,  however, t h a t  a land reform b i l l  soon w i l l  be passed, 
and i n  FY 1971 we are request ing $15 m i l  l i o n  t o  support i t s  imple- 
mentation. This amount combined w i t h  funds s e t  aside f o r  l and  
re form i n  p r i o r  years should be adequate, g iven the l e g i s l a t i v e  
delays, t o  o f f s e t  the import  demand generated by implementation 
o f  t h i s  impor tant  program dur ing  FY 1971. 

I n  A g r i c u l t u r e  there w i l l  be some decrease i n  a i d  funds as we 
are able t o  dispense w i t h  the  services o f  many t h i r d  country 
na t iona ls .  More and more Vietnamese i n  both a p u b l i c  and p r i v a t e  
capac i ty  a re  assimi 1 a t i  ng the new a g r i c u l t u r a l  p r a c t i  ces and are 
he lp ing  t o  pass them along t o  o ther  Vietnamese farmers. I n  
Education there i s  a small reduct ion i n  t o t a l  funds requested as 
we phase down d i r e c t  A. I .  D. support o f  elementary and a g r i  cu l  t u r a l  
education. We w i l l  concentrate our e f f o r t  i n  secondary and h igher  
educat ion along w i t h  the  t o n t i n u a t i o n  o f  the scho larsh ip  program. 
I n  Pub l i c  Admin is t ra t ion the  $1 m i l l  i o n  increase i s  main ly  f o r  a 
con t rac t  f o r  ex tens ive development p lann ing s tud ies  amd surveys 
i n  the  Del t a .  For Pub1 i c  Heal t h  we have programmed an i ncrease 
o f  approximately $5U0,000 mainly i n  the  medical educat ion f i e l d  
where our goal i s  t o  he lp  the government develop f a c i  1 i t i e s  capable 
o f  t u r n i n g  ou t  w e l l - t r a i n e d  doctors and nurses adequate f o r  the 
country ' s growi ng needs. 

I n  Pub l i c  Works we have reduced our  program i n  FY 1971 by near l y  
$5  m i l l i o n  w i t h  the completion o f  funding o f  l a r g e  cont rac ts  i n  
the  f i e l d s  o f  p r o v i n c i a l  roads and i n l a n d  waterways and the  re -  
duc t ion  o f  commodi t i e s  i n  an e l e c t r i c  power p r o j e c t .  In FY 1971 
funds are heeded p r i n c i p a l l y  f o r  developing potab le  water suppl ies 
and general engineer ing services s ince these s k i l l s  are i n  sho r t  
supply i n  a1 1 fou r  regions o f  the country.  

The on ly  o ther  major i tem i n  t h i s  goal i s  A. I .D. ' s  c o n t r i b u t i o n  
($1.1 m i l l  i o n )  t o  the  government's Nat ional  In format ion Services. 

D i v i s i o n  o f  Program Respons ib i l i t y .  For two o f  A.I.D. ' s  f o u r  
qoal s i n  Vietnam--Nati onal Devel opment and Economic Stab i  1 i z a t i o n - -  
i. I. D. has pr imary management resbonsi b i  1 i ty . For the  remai n i  ng 
two--Paci f i  c a t i o n  and War Support and Re1 i e f - - t h e  major programs 
are under the d i r e c t i o n  o f  C i v i l  Operations and Rural Development 
Support (CORDS) which i n  t u r n  i s  under the  M i  1 i t a r y  Assistance 
Command, Vietnam (MACV) . CORDS has responsi b i  1 i t y  f o r  p l  anni ng 
3nd d i r e c t i n g  a l l  U.S. e f f o r t s  i n  the P a c i f i c a t i o n ,  Refugee, 
Rural Development and Pub l i c  Safety programs, a l l  o f  which r e q u i r e  
an in teg ra ted  m i l  i t a r y - c i v i l  i a n  e f f o r t .  A1 1 A. I .D. -funded 
a c t i v i t i e s ,  i n c l  uding those d i rec ted  by CORDS, have been j o i  n t l y  
reviewed by CORDS and A. 1 . D .  



Reimbursements from the Department of Defense (DOD) . A. I . D .  wi 11 
continue to participate i n  certain ac t iv i t ies  directly- re1 ated 
to the military ef for t .  For these A.I.D. will be reimbursed by 
DOD. Some of these reimbursable projects such as national 
highways and rai l  road rehabil i tation are planned and administered 
by DOD with A.I.D. assisting in implementation. Others, such as 
the pol ice radio network a t  the vi 11 age 1 eve1 , are pl anned and 
implemented by A .  I . D .  and CORDS. 

U.S. Personnel. In keeping with the President's directive to 
effect  cuts wherever possible in overseas personnel, A.  I .  D.  has 
been able to reduce i t s  American personnel in Vietnam by approxi - 
mately 325 or 16% during FY 1970. This i s  the resul t of con- 
tinuing reductions in the project programs, especial ly those war 
related ac t iv i t i e s  u t i l  izing large numbers of Americans in 
operational duties. 



PROPOSED FY 1971 PROGRAM 
(In millions of dollars) 

Program Goals 

By Program Goal 

FY 1969 
Actual 

Economic S t a b i l i z a t i o n  a/ 133.6b/ 
War Support & Relief dJ- 26.7- 
Pac i f i ca t ion  49.4 
National Development 59.3 
Techni ca7 Support 24.0 

Program Total s 293.0 

Administrative Expenses 5.6 
Program Support AID/W 6.1 

TOTAL A. I . D . ASS I STANCE 304.7 

FY 1970 
Estimated 

FY 1971 
Proposed 

2 2 2 . 4 ~ 1  
20.1- 
44.2 
45.5 
20.8 

353.0 

5.8 
7.5 

a/ Includes Comnercial Import Program (CIP) but excl udes P.L. 480 - 
T i t l e  I.  - - 

b/ Excludes $75 mil l ion obl igated i n  FY 1968 but u t i l i z e d  f o r  - 
l icensing i n  FY 1969. 

c/ Includes CIP a t  $220 mi l l ion .  Does not  include a possible  - 
requirement of up t o  $100 mi 11 ion f o r  the  financing of 
addi t ional  imports t o  o f f s e t  the  increased cos t s  of 
Vietnami zat ion . 

d/ Excludes P. L.  480 T i t l e  I I .  - 
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