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The best I can ,·/ish to all of you, I think, Is that you enjoy

. . \ .
your tours as much, your tour or tours, as much In VIetnam as , enjoyed

my tour there from 1959 to 1962, or as " enjoyed my tour In laos from

165 to '68. Vietnam and Laos are not-that too dissimilar·from-t-he

.sta!"dpolnt of mlJitary conflict,. a~thou~h Laos is pretty far beh_l_n~.

--..~-- -
\

What I want to dO is'·to·talk-.,.-to you-about.-the ob:Ject.ve~of."= .:.- -. ..
"': ~. ~.;: - -:t- •.•~~_. ~ .... --,_ -_ ~_ ' ..__ r:-"-:~':":..__ ~::-~-_-:-:-~ ~_ ~~ __ .. __ -:~. ~'",,: .. ~I· ~~~.~~_;;~;.~-.~ _:~ __-:_~....~

"~.our program in Vietnam, the si.ze of ~t~.andLt_he purpose' of It~."/hat It'~

being ·used for{ and then' would I ike to wInd up wI th a pIcture at. the
; -~,
I

J: organl~atlon which is somewhat complex In VIetnam, and then turn it over
9 . ' r: '"_ -.. .. _ .

. - - , . - _. .-- -.... to"a ques'tlon peri'od. I understand tk. Bre\'/ster ''Ie run untfl 4:15:.-·' =-,
, .

..
~~----'."':-"'~

..... don't e>5pect-to -talk that long. You'tJ have 'an ample period' for

- ques t ion i"9 •

• ~ .. 0_"

!
I

: :

, !
,1
, "
",
:1.
:' ..
, ,

On the object~ves of our program, , think that It's fair to

say that there are two current ones in the very broadest sense. The

I first is·that \...e continue to..support prosecut-ion of.the war aod_to __

mlttga.te- the. effects of the ~/ar on_the..people .and the et:onomy of Vietnam.

In this field which is prImarily the field of the military of course

. ours Is not the primary role; Qurs is the supportilJ!J role. but 1t is
.

nevertheless an fmportant one~ About twenty percent of the funds that

we1re seeking In Fiscal Year 1970 are for(programs that are dIrectly,
-connected with the war effort, ,,11th the mi titary conff ict -- that is

ref"ugees, medIcal care, pacifiCAtion and police. f" addition, more than

(tfty percent of the funding th"t w~'re seeking In FIscal Year '7~ wit]

.·).0

j----~._--- • t ._. _ . ~

­b



'.::J,

u ,. '
.'~-" -..-.-.------.-~. _.__._.....:._._t·~-ur.'

,.
..'

:1

'I

I

be'~pent on combatin9 the inflationary pressure which 15 brought about,
as a result of the ~ilitary conflict and the very heavy military

expendtture~ _in_.~~~__~.~~_~.~~~ budget. ')

. (Tb 5 econd ob j ec t i ve is ....:th~a:.t=-.:w.:.:c=-::s:..:e:.:c:.::k~t:h::..ro:::u::;g:z.:· h~e:.::c:.::o<..:.n.:.::o:..:;m~l-=c~a~n-=d-=.so=c ......1a I

development assistance to strengthen the non-communist political forces In
- .

South Vietnam. For this objective it's essential for South Vietnam to

.press forward with economi~. ~nd .social--programs now, In order to- attract
• \ '- • - .' • p. - - • -

'(h.c support of the people our-r-ng-the war, as well as place-the non-communist'

I...
,'.

"

. . -,-

!
I .

'IiI. I-

I!
'1
!:

. ,

• - - • •• • 0_- __

.-:- :"··'='potltlca.i'·forces i ri ttre pos'hi-un':whe'rc .the¥--can--.competh- iITclo ..'effect Ive:~~i:i'y'
. ...'. .-

~t--i tical fy wi th, tne 'communists once hosti I fdes are'over~.-,I:r( just p-au-se-

here to say none of- us knows ~/hen that·day may be. -We a.1l,-hope·-that It wi 11 -.
come, but what we are doing is important~in a political se_nse both now and ~

...- --....~. ~ ~ - - -.
'-- -_ ... -

. at this later stage whene~er it is reached ... ,In.pursuit of., this s~con.~_~ ._ ....,
~_.-~...-' -.. ~ . - - .. .. '- ......

obJective, the Vietnamese Government with our support is'placing particular

emphasSs on development in tbe rural areas of 'the Country•. In the urban-
-~ -... - .. --.:'- _-:..- .--... .. - -- _...-.

areas, A.I.D. supported activities h<1ve not been-quite pressing since- fufl
. .- _. .

employment has generally p~evaiJed there. But It ;s also ne~ess~!y'~~

":- Impro;.,re living'conditions iii the, poor'er quarters' in the urb~n are~<'to'h'elp

_.... erevent· the... communi sts ._~~om. ga inirig ~."~oehQ\d there. ff emp·r9Yii'ie.n~"Pr:9~P~-~.t¥"r.

worsen In Vietnam, as r said we nO\'1 have ful·1 ~mploy'm~nt general iy-In ·the

urban areas, but if employment should decrease it \"ould bec:.ome·Aecesary ·f'Jr·..
A.I.D. to relax Its present restrictions on assistance to industry in order

".

tha~ Is to assist South Vietham achieve its econo~ic independence. In

Now I've mentIoned what J call our tWD broad currcIlLobJectlves.

We also have a longer r<1nge objective in our A.I.D. program in Vietna~ and

J

I,
to promote employment opportunities. ,

3.

-b
I
~_ •.• .._ a __..__._.•••••• _ .... ._. .a. _
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other words, to make sure that all of you work yourselves out of 'your Jobs.

Jus~'so no one starts shaking in his boots, that's not going to come for a

while. The best estimate that we have Is one that has been put (orth in an

economic planning report which v'as prepared by David Lt)llenthal's. Development

and Resources Corporation (This is the Lilienthal of TVA fame) and a group of
\,

Vietnamese counterparts. They projec~ that within ten years·after the

termination of hostilities in Vietnam, Vietnam should have reached, this is

. South Vietnam, should have re.ached the stage \~here it wi 11 'no longer requi re

aid on concessionary teims~-that is grant assistance5 a~ we're n~~ giving

ft - or j'oan assistilnce on soft term~. ,Th~~ v/ouldn't mcan that Vie.~am'-.·-,-
- . - _.

might not, undoubtedly will, continue to require loans from such organIzations

,
.',.'.

as the Internattona I Bank and- the As ian Deve lopmen t Bank on commerd aI terms. " .. . -.- -- .. -~-

So' that this estimate of ten years for the achievement of economic independ~nce

a'~er ~pstiJities htwe cea,sed is one that ~as been P.ut (prth aQcL it's.pne, ,-

whIch I subscribe to myself. To give y~u a" IndlcaHon or-'Ii~'1 am!>tt"rotls thts

terget Is, It's useful to keep in mind that It would have taken .Korea about
~_,- .0- ..: --

twenty years after Its war to have reached the same stage. Trye pro)~cti?n

h that some 'point In the ~~r.1yJ970's Korea ...iill have rectched._t.h},s stage.

The p~edictic,n Is that Victnam,-·South Vietnam,-c.an do It faster'because.

!
. !

!

SQ~th Vietnam is basically,~ richer country i~

'n terms of Its agricultural potential.

. ,

terms of resource~, p-ar~I~~larly

;.- .
,

.prf;posed. to the. Con.gress a budget for Fiscal Year 1970 of four hundred and

ro,oty nirtJlon dollars. NOI" that1s about tl·/cnt.y percent of the total A·;I.D.

budget, worldwide. So that you can see Vietna~ takes a very sr9nrfrca~t

slice out of the total res~urces available for foreign assistance. This

tpt~l of four hundred and fortY·million do1tars is lerolcr tha'u the .programs

. . ~ .. . .-, --.---

I ,-
I
IL ._..._._._. ... ,
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In Fiscal Year 1966 and 1967. those are the years of the big bUlld~up in
, -

VietRam. but higher than the Fiscal Year 1968 and 1969 programs.,
Now I want to turn to give you a picture of our program In three

general categories into which I break. the program down. One Is the war-­

related aspects of the program; second, stabilization; and third, develo~ment.

First, in the \>/ar-re,lated area welre prii::arlly concerned, as f Indicated a

moment ago, with refugees, civilian casualties, pacification and pollee.

For these,war-related-programs we"ve asked for about'e-Ighty'm-lltion dollars

from the Congress for this Fiscal Year.__The Vietnam \"ar like all wal's has

engeridered a gr.eat deal of fluman suffering •• A.I.O., backed by pubfic and,
- ,

- Congressfonal delMnds and working with many private organizations, (s dofng

the-maxiinum feasilile to -ilsslst-the Vie~nainese-Governinent In al1eviatlng this
~

suffering. During the 1968 communist on~nsrve_'agalnst the_~iti.~s. .t!l '

•Vie tnam-over, a mill Ion peop Ie were driven from the i r homes"....··-Y Irtua I-Iy- a I I
'~~

of that mJltion have been r~estab1ished by returning to their o~m homes .If

.'. .,'.

undamage.d., by rebuilding homes w}th Govern~cnt and A.I.D. as~.!~tan~~_, or by.

being rehoused In tempQrarY quarters built by the, Government. There Is,
. . .

------howe-ver, another large g-roup"of people who have fled from i-nsecur-e"'rtlr-al

'.

areas In Vietnam.
-

Cumulative over- the years sinc,e 1965.they have totaled
-~.. r--- .

- -
--

more than three mittion people.- Of that total some two mil1lon, just.a-
. , -

little ave,. b/o ml 11 Ion, have been resettled or returned to their own

.-vtUa,jes_~, This means that \>/e stll1 have on the refugee rolls about a" ~ ".::
-.' _. - , . "

mi 11 ion two hund'red thousand -peop'le. These' mi 11 ion two hUlldred r thousand

. ,

consist essentially of women, children and old{r men. emphasize that
- :

because It means they're harder-to take care of In terms of getdng them.

reemployed, getting Incomes fl~1ing to them again, than If they had men
- .

- -
of the 'normal adult age In their families. About half of this million blo

-
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hundred thousand live in temporary refugce camps, and the other Half out of

camp's.
'f- •• . ~: ~. .' '",';'

Now this means, c~untingJth~'million'~ho'~ere d~iv~n fro~'th~jr
f· • .; .. J

, i
, ,

!
I
I

1
I

Ii
Ii
!.

,
i..,

- !

homes In the cities last year and the more than three ~iJlion who have fled

their homes in rural areas, a total of more than four mil1ion. In other

'words, about a quarte~ of the 'popuiation ~f Vietnam has at one t;me or )

another over the past three or four years been refugees. You can see that's

an enormous percentage of people In the Country. The number of ne~1

refugees who are flowing into the system has gone down from nine hundred

thousand in 1966 to four hundred thousand in 1967, to just over three'

hundred thousand in 1968 and to about fifty:three thousand In the first

five months of 1969. Now·that doesn't IncTude those mllJion people In the-

cities ,- mentioned because they were npt technical1y classified as refugees •
•

They would have to be counted'in additlo~ to the three hundred thousand in '

-'68. The number of reestablished refugees'has exceeded the number of new
....

'refugees since mid-'6B. During the first five months of '69 there were

fifty-three thousand ne~ refugees and two hundred and ninety five thousand
-

were reestablishcd. I emphasize those numbers because what we're Interested

.._, __ .10_ pf course. 15 to ..see that the refugees-are removed from the- rolls as
-.-..-,-..--

'rapldly as they can be returned to their villages of origin or resettled •.
This Is the thing that will bring the total numbe."s do\·JO, provided \'/e don't

have nelfl ones being fed into the other end as fast as we have resettlement.

You can see from these figures that ove~·t~e past year, ~n~ partIcularly..
over the past few months, we've been making very considerable progress In

-
thfs area In terms of resettlement and In terms'of reductIon In the! numbers

flq~1~9.~nto the system. If ~he se~urlty .sltuatlon.contlnues as It l~ at

present, the refugee total should be reduced below one mIllIon by the end

of 1969.I· ­
I
1 _

L.--~ --"----....-.--. ~_

-
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an~ resettlement bases as far as the refugees are concerned. \.Ie·'re requesting .. ,.

I
I

I
I

,I

I

f
Ii

I

I,
i

thirteen and a half million dollars in Fiscal Year 1970 for this program.

We're also expecting about twenty million dollars worth of U. S. surplus,
agricultural commodities under Public Law 480 for distribution to refugees

and, in addition. we furnish piasters out of the counterpart fund to assist

the Vietnamese Government in Its piaster expenditures for the refugees to, .

the tune of the equivalent of about !hirty mlJlion dollars. So our whole

refugee program, a11 spigots counted, to use the term ...,hich Hr. Passman
':.

(Congressman Passman of the House Appropria~lons, Chairman of the House

Appropriations. Sub-committee) us.es, to .c.ount.aP..s2.Jgots we're putting In

over, sixty million doJlars. J really- sbouJdn't use that term "Spi90ts"
i:

~

when we talk about assistance to refugees because Hr~ Passman usually uses

, this in a fairly derogatory sense to belabor the witnesses before him, as

I was last \-/eek.

Turning now to civilian casualties. in 1968 the number of civilian

casualties admitted to hospitals jumped to over eighty-eight thousand. as

compared to Torty-nine thousand in 196]. In 1969 the numbers are running
- -...... - -- -=-- _. - -- -_.

bel~~ those of the comparable ~nths of 168 but above those for '67. To

help care for these civilian casualt-ies, A.I.D. has developed a unique

'program in Vietnam. To meet the.n~ed and supplement the inadequate

resources of the Vietnamese Hinlstry of Health, A.I.D. found it necessary ...
._to expand beyond its usual advisory role and entered Into A program in whIch

,
A.I.D. has built eight new hos~rtals, renovated eleven existing ones, and

constructed thirty modern su~~~.~al su~t«:..s... rn ot,her hosplt.<!ls •. .'t ha_s _helped

staff the hospitals with American and other free-world medIcal personnel,

not Just as advisors but oper~tion~l personnel - surgeons, nurses,

-b
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A program of joint operations of medical

'!

. ,!

~

anesthetists. and ...,hat have you; and furnished equipment and supplies for
·r·

-;' r,J_ -10":' .&_, .' 11 _4)1.r_ ••• I'.t;·.' ~.:! ".~,_!.. . ' ' .- :'.-
.-

significant strides In this area,

facilities by the Ministries of Health and Defense was inaugurated in May

and will over time make the services of some four thousand military medical

~ersonnel available to help in civilian medical care. This Is important I
I

because In Vietnam over the war years most of the medical personnel avatlable

on the Vietnamese side have been conscripted into' the armed forces where
J •

they have not been available, up until this latest agreement, to serve

cJvfl I an needs.
~

A.I.D. assistance in medical education is contributing to rising

numbers and improved quality of Vietnamese medical personnel - doctors, nurses

and so. forth. The medical logistics s·ys.~em .../hich has been supported for two·
- ~

~

years by large numbers of third country nationals, particularly Koreans, under

..... an A.I.D. c~ntrC!ct Is reverting to Vietnamese staffing. We passed tlie peak

of A.r.D, expenditures in the health field in Fiscal Year 1967 ~/hen we had

heavy construction with equipment costs. For Fiscal Year 1970 \ole propose

_to sp~nd about eight million dollC1rs.mainly for personnel, that_is for

-medical teaMS, and about six million dollars for medical supplfes. Some_

const.ructlon sttll remains to_be completed but this is 'a. minor part of. the

total program. With reasonably adequate facilities in each province - and

."

"
-I __l.JbJ.I)~ each prQ.v inee nOtI has a hosp i ta I.

,6 . _. _. __ ..... _. _ - . -=

li._··
:".

we finish two which are n~! under cQnstruction in two of the most thinly

populated provinces and b'/O of the provinces \-/here secu'rJty is particula'r1y,
difficult. With adequate facilities, a logistics system assurin~ a steady

- flow of supplies and nearly four hundred and fifty A~crlcan doctors, nurses

to reach a point \olhere it is prepared to care for art civilian casul<lties

•

1.. :__. ' .. _._~_ .... ............--'-,- . --'':-- ......,--- _
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throughout the Government facilities.

.~-

,

1 ".. . .....-~.....
j • - ;';." .':.~' .,

pacification. tJow that's an area ~/hich I prefer to term "rural sccurity
1...

and development" because the term pacification connotes, at least to some

people, an idea of force. It connotes actually In the Vietnam context of
.J

any Vietnamese an Idea of what was used by the French during the French-­

Indo China War. So I prefer to use this other phrase - rural security and

development; but have to' say that pacification is still the official. term.

It hasn't actually been changed officially. A speclal three months

\'

"

. ,, .

accelera~ed pacificption campaign was conduct~d by the Vietnamese Government

wlth our support from November 1968 through -January '69. This doesn't mean

that you don"t'have pacification campaigns and progress all-the time, but

, sIngle out this particular C?nc because.~this has becn the most successful ,.,
pacIfication campaign that has been put on to date. During that three'

" months period, ten perc~~t of the population of Vietnam were moved from the
i

I

contested hamlet category. or from Viet-Cong controlled hamlets. That Is,

security in our hamlets was improved to the poInt where In the hamlet

evaluation survey their hamlets could at least be rated relatively secure.

This brought the total population in Vietnam in the relatively secure
.' I

I category as of the end of January' up to about seventy-nrne percent, as

recall. Right now, as of the end of June, it's eighty-five point six

·percent. So you can· see there· has bcen cont tnued improvement' even- after- --'

the completion of this speci~ three months pacification campaign. As a. ... . .

'matter of fact, the Vietnamese Covernment just launched, a week or ten days, . ' ,

ago, a new special accelerated pacificatIon campaign to run from July

through October. This \-/i1l bri' a four months on-e•. And I emphasize this as

I say because durln9 these special campaigns the Vietnamese Covernment·-

­...
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l
attaches a sufficiently high priority to what it is doin,g, suffi.7,iently

'. h.lgh po J.i t ica1 pl'.i C?ri ,ty, .t~~ ~ ·!.t! s_ ~~ I~, t9 _ge t. J t~:' P~.rs.o.rn~ I -r~.sO(tr.c~s·,
~ ,... .. . . . . . . . .' - - '. '-.
Its~ central government provincial district officials, its ~ilitary and

its para-military forces, as well ~s its financial resources, so concentrated

and so coordinated that it achieves better results than it does in the

normal, regular, day-to-day activities. In 1969 President Thieu has

attached a high priority to pacification and village development. In

addition to village self-defense, he stressed the Jmportanc~_of ~iJlage- - " - .

democracy through village and hamlet elections and the extension of the

authority of village chiefs over all Governrnent elcmen~s operatIng at the
. ~ .

vrllage level. The village self-h~lp ~rogran has been reoriented by

.' .

,
, I

I
I'
" I
!, i

dropping ins;,stenc~, ~t ,~he central government level on ~i.xed numbers of

projects and allowing them to be develop~d on village initiative. I pause
~ ,

there to say I consider that particularly significant development because

, to ~e the imposition of quotas from on top as to the number of self-help

projects_that are to be done at the village level is completely inconsistent

with the concept of self-help. Self-help should mean a project which

emanates from the villagers' desires to help see something done which they

want and to which they are prepared to make a contribution in the way of

. labor or in the way of money_ .Jlm glad to say that this year the approach

by the Vietnamese Government, and by our Mission in Saigon, in the self-help
I

1. _~~~~ l1as"ch~nged and now the ~mphasis is o~ Jetting the.villagers.come

'forth wft-h 1:/hat they,...ould like 'to see in the "Iay of projects - school houses,
:.... _.a

medIcal clinics, i1ttl~ bridgc=s across streClms, dee programs, \-/hat have you.
I

For the programs this year at the village level a specifIc amount of plasters

Is beln~ made' available to the village authorities - a mIllion plasters to ~he

villages with elected officials and four hundred thousand piasters to villages

wlth'appolnted officials, and viI I<.lgcs can do \-/hat they want with these piasters.

.- ­..
'------ -,---- ~----
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They can approve projects themselves up to a certain limit. Above that,
,,:,".~..':,- .. ". ; _.~.'. .",. ~--"-'- . - .. '

the~ can propose and the approval" has to come at disfrlct or province level.

In this area of pacification, A.I.D. is asking for about twenty

five mlilion dollars in Fiscal Year 1970 mainly to cover civilian personnel

at the headquarters, province and district level for 'CORDS. Now thIs is
' ......

the Civil Operations and Revolutionary Support, Revolutionary Development

Support component of the Mi I i tary Ass i stant Command, and I'll te 11 you a

little later h~' that fi ts into the picture as-far as A.I.D. Is concerned·.,--

But it's COR~S rather than the A.r.O. Mission in Vietnam which is concerned

with pac:,'fication, "and this twenty-five milJion dottars Is for the bulk of

,"

the personnel in CORDS. m'ight just mention that- most of the personnel--

; .t

In·CORDS are military. We provide about a thousand through A.I.D. funds-and. ~

the military provide, I think", something': like six or seven thousand who are'
,/

-
concerned wi~~ advisory and training work; for example, the regional forces

, ; - 'fn the popular which are part of the regular military element-

but which is supervIsed by the CORDS element of the Military Assistance

Conmand rather ,than by the regular mi 1i.tary elements.
I

" - The fourth war-related element in our A.I.D. program is the pol ice

( '--"--~~~=gr~'m~-'-The pollce, of cou,;~~~"~:~e a normal la\~ enforcc'm:~'~'-;~~::~;~n in'
"

VI~tnim, ,!:Jut they have sev~ral'extraordinary activi.ties which are r~!ated

to the war. One is a nation-\'/ide ;dentific.:Jtion card program; second is .

_-__.:-~p~j",.t1:t!li,)-tion in'th.e campaigo f.or eliili.inatlng the Viet-Cong pol.ttlcal-·-.
,

in(ra-struc;ture at the vi!1Me__.aJ!~... haml~LJevel; a.~d tl:Jlrd,.,~ resources

control program'· to· restrict seepage of supp'lie.s to the enemy. On that last

on~ thrs me~~s there are road blocks set up to try to prevent supplfes -

medical-'supp'lles, fcod, anythinq that the Viet-Cong may find useFul - to'

prev.ent these from flowing from the clties and t~~ns under Government control

­"'"
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out to the Viet-Congo This is a difficuit one. There has been some success'

."
'.

I~. .tt, ~ut i.t~,s impossible_in t,be kind.of war that \o/c're fighting. t~ prcvent 1f'.. .
thfs completely by any means. A.I.D. has asked for about twenty-onc

million dollars in Fiscal Year '70 for the police program, which is the

same amount as we had in Fiscal Year '69. In the post-war period the

police may play an even morc significant security role than they now do In

the Country.

N~~ ltd like to turn'to the second major category for which we
.-
J ..

use assistance. I talked about the war-relatcd areas. No~ "d-JiKe to

- talk about stabilization. U. S. assistance to reduce the Inflationary

J,..

impact of Increasing expenditures by the Vietnamese Government remains an
_.-

urgent necessilY. r don't know what those phr.ased words mean,-how much

.r

they mean to all of you, but 111I put 'It~ln different terms. As you know,_ • r:..
here In. the Un Ited Sta tes .one 'of the mos t se r'j ous prob Iems wrth' \:"h i ch the

_ Government of President NIxon has to cope is the inflation. The same

I

!

H·
I
I.-

- I

0'

r

thing Is true'in Vietnam except the inflation is, the Inflationary pressures
of - __ ,._

are much ....'orse because/the Vietnamese.--Government's budgetary deficit, \o/hich

Is what feeds the inflationary pressures. It happens here in lhe States

-:"'--and the ~a~e th,ing happens'in \'J~tna,m.._~,xcept.the deficit...~pere.is much

b!~ger than percentage ter:ms of the tot.al. budget. -To date, our _cfforts at

controlling Inflation has been relatively successful. Prices have Increased

three hundred percent over the past four years. youlll proba~!y react th~tls

not particularly successful In terms of what happens here in the States.
-

Certaln'ly'lt: I-s-nlt, but if you compare it. wHh the fact that in Korea ch!.ri,/f9.,_,
the three-year war there Inrl~tion increased thirteen hundred percent, We

haven't done too badly in Vietn~m. Actua,tly, prices in Saigon werc s-table ­

between August of 168 and Aprit of '69 and there \-Ias a big spurt In Imports
..

starting last August, both those fInanced our of Victnam's ~1n foreign

•..
L , ,--"'-'---- ---------_._~~_.,-----
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er.change resources and those funded under the·A.I.O. commercial import
"T'

.pr9gram, and ,this spurt in imports was the biggest factor in helping to
1"·-;''''·".4 ,. ..'.. 1 ." --'.- :.... . . I •• "~•• ~. ., ....... -.,. '-....

; ,
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.
keep pri ces steady because as the demand rose and the imports came In the

demand was satisfied In large measure and that prevented prices from going

up for a while. Hov/cver, the pressure on prices Is ~ontlnuln9 to expand

and they've edged up again in the past two months about ten percent since

mld-Apr'l. Increases in the money supply In 1968 were much greater than

the prtce rises. That means that the piasters that \'/ere being poured Into
;, ..

the economy through the budsetary d~ficrt were much bigger' In pe~c~ntage

- ,-terms than the actual price ri-ses last..year. This means that a lot"'of
4

.people were ~~lding on to plas~crs. rather t~an spendIng them and this, as.....
a result, you nave what our economist say Is an overhang In the economy

a Jot of people wIth piasters in their ppckets, or In their socKs, or
r:

:-under the mattresses which they might begin to spend at any ~~.-creatlng

'00 additIonal pressure on pikes. In addition, the Increased Vietnamese

mIlitary mobilIzatIon ~nd troop bulld-up,which are necessary of course If

:,:,:-'-we're-golng to be able to reduce' American fo,"ces in lI_ietn.am,. are readin~..,
to Increased Vietnamese military expenditures and thus an lncreased

.-"::'b~dgetar:l.~efi_citand .too.·/er pressure on pricc~~ _~here ar~-I~o.·\II~Ys, two' .

_- essen~.al ways, of tryi.n9._to.. m~et these inflationary pressures. One is

through taxation. Thi: is the reason Mr. Nixon happens to be pushing the

surtax bill here In Washington at the present time. We use essentially

the same remedies In Vletnam~in this field, and we!re pushing the
I ••• _

Vietnamese Government on expanding its tax revenues, and we have had a
,

c:.ertaln amount of success this year. "'hen I was Ollt there In January,

the Minister of Finance told me that he \-/ac; proJectrn9 a forty percent

rfs~ fn_total. tax recefpts in 1969 over 1968. In fact, receipts for the

first five months of 1969 have run ninety-seven percent over what they

.~ --_.. _- .. -. ------_._-- .._-..-_.._- --- -_.-

....

-b
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were in 1968, which is a very good record. Th~y're not g~ing t? continue.."

to run much over '68 because the receipts in the first few mont~s of '68
~.J".J'#'.,' .. , _., ....... ' _ i:' ..~_-_.:.. • ; •. _, .... _'0...... - .-"'t' ........ '-~ ~ ••~ .... _ I!..M•• - .... I.

:J "'_'. ... " • ...... .., .. ..., I ' .. - " ~ ~... .' '" ... • .. 0" - ....,.
were lower than normal as a result of the offenses against the cities,

and they rose in the latter part of '68. But, I think it is fair to con-

elude that the projection by the Minister of Finance of a forty percent

Increase In t~x receipts will not only be met, but exceeded. And that's

pretty good In any man's language if you can Increase your receipts forty

percent In one year.

The other way \-Ihi ch we mc~~ the I,:,.flati onary pressure~Js by

helping the Vietnamese Government increase its Imports in order to soak up

some of these additional piasters that are pouring into the economy.

We're asking the Congress for two hU[ldred and forty mittlon dollars for

this purpose In Fiscal Year 1970 and that's over half of our total A.I.D •....
-

bill for Vietnam. So you can see this Is a very significant element in

", our program in Vietnam. We're actually asking for thirty-five million

dollars more in Fiscal Year '70 for this purpose than we used In Fiscal

Year 1969 when two hundred and five million dollars of imports were -

licensed under the A.I.O. funded commercial i~port program.

I'd like to say that the Vietnamese Government funded ouf"of Its

1-

, .

..

.'.

own foreign e~chan!Je resources about four hundred and s-ixty mill ion •.. I_~. _

,other words, It did about twice as much as we do. I make that point because

I think very often here in the States there's the feeling that the

Vietnamese are not dor ng very.. much or not enough for thcmse Ives •. , \'/on' t

say they're doing enough. but I think they're doing an increasing amount
,

and, I think some of these figures 9n \·/hat they arc doing are useful to get

across to you people goina out there and partlcul~rly to your frIends here
,

In the States whom you're 90in~ to leave behind. might say that the two

hundred and forty million dollars that we're askinn for this area of our

If

---------_.__._.__._--_._-'~---- . --..__._-----



'.:1"
L_ ...J ,!W f l~ ...,· •---"-.::.:1l ----... - - - .,_._._~-~- \.0:"

.' ,

, ;

,
!

-14-
•pro!Jram this year does not take 'into account any effects on this' 'area of..-

: . ~reCJu,et'I'ons': j'n "1.1'; S';' fore'e's .. '-. I 'U ''Cxpl a j'n .to- you 't/hat' ',I--meM.- .- At',-the-..•
present time forty-rive to fIfty percent of Vietnam's annual foreign

exchange earnings come from the U. S. military sector -- In major share

from conversions of dollars into piasters by the U. S. Department of

Defense to pay the enonmQus number of Vietnamese e~ployees whIch our

military establishment in Vietnam has. We employ about one hundred and

fifty thousand Vietnamese and it takes a lot of money to meet- that

monthly payroll. So. a good deal of the dollar earnings of Vietnam come

from this ,ource aQd. in addition, there's a certain amount of dollars •.-
personal eJependi tures spent by the troops ai though that has been qui te

delIberately held d~/n over the ~ast twa or three fears. As U. S. forces

are reduced in Vietnam, U. S. employment;.of VIetnamese ~il' graduaily. - ....
decline as well, and this means that Vietnam's foreign exchange earnin~s'­

are going to decrease. Therefore, if the Vietnamese have to continu~ to '

maintain a very sizeable Army -- and the security sItuation certainly

would indicate at the present that they will -- they're going to have

Increasing budgetary expenditures at the same tIme that their foreign--

exchange avaIlabilities from their own earnings are goIng down. This

'means that the outlool~ is that-the A.1.0. financed port"ion-Qf thelr-,

import bill is likely to increase in future years. This is not too good

a prospect for some. of our members of our Congress, but , ~hink if you
-.-

look at it In this perspective that overall the U. S; cost in Vietnam

will be very substantially less "s we pull certaIn number of our forces,
out even If the A.I.D. portion goes up a bIt _. If you look at it rn

·that light, I think the outlook Is not· too bad.

In addition to what we finance out of the A.r.O. pr09r~M to

fight Inflation, we also put Tn a considc·rable amount of surplus

I

, .

)...

­..
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a9ricultural co~modltles under Public Law 480, and this Is not to be-.-
.....co.nf.u.sed",w.ttb .my pr.e.vi.Q.us", r.efe.rence .to those commodi ties under ..P.l;lb I Ie
~ .. " ~ ~ ';' ~ •• ," • • ~ • .." I ,. • _ • ~: •• : •".~

Law 480. For refugees we furnish food, similar surplus commodities, free

of charge, as a grant. They're made available to the Vietnamese

Government, without any pay~ent to us, to give to th~ people. But, In

addition, we also make available under Public Law 480 agricultural

commodities such as wheat flour, rice, tobacco, cotton, similar items,

for sale in the commercial sector in Vietnam. Now, for those commodities

we are paid in piasters since these commodities are importcd by commercJal

rmporter~ and they.pay into an account in Vietnam, a U. S: account, the

plaster cost of these commodi ties. \-Ie, In turn, use a certain number of

those piasters- for our administrative purposes; then we turn around ~nd

'.

.'

t

I
Ij

"I:,:,.
I

. i

..

we reallocate eighty percent of our plas~er receipts from these commodities
, I

to support the military budget, thus reducing the Vietnamese Government's

, deficit and easing to that extent the InFlatIonary pressures caused by

the budgetary deFicit.

Now I'm going to turn to the third major category of our A.I.D.

program, and that's development. Our activities ,in this field have also

been hca~ily i~fluenced by the war. Major emphasis has been placed over

th~_past two years on rural ar:~s because of the closc relat]onsh[p'of.

agricultural and other rural developMent·to village and hamlet paciFication.

Industry, on the other hand, is located In ur_ba~__.areas where tull employ-­

ment generally already exist~. For that reason we~ve conflned'our

IndustrIal assistance largely to reconstruction of war ~amage. If we were,
to encourage the expansion of industry at thIs stage, all we would have

done \'lOul~ .h!'lV~ been to to:orsen the inflation because the full employmcnt._..

of manpOl'/cr means that if you encourage Factory X to open up, he's got

to get hIs mJnpOl-/er, In effect, by stcrllinq it from somebody else and thus

..
'"
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drIving wages and therefore prices up. So, during the war years thus far,
• T'

;:.- :::~,e.~~ve hel~'do~m on·-our ass·ista.l)(:e~to:j'ndvs_try;:.~-.j:": ;:':-.:-"-; .'::.~-':.-:-.. ,._

In the economic infra-structure area, and by that term I mean

transportation, communications, pO\·/er. water, other utilities, the A.I.D.

asslstance has generally been limited during the war to keeping exlstlng

. . ._~ .,. -:...

, ';

.. '

I
I

'!i
i
I
!

,r
I1.-- .

,
facilities maintained and in operation, except where war-time requirements

have dictated expansion. The Department of Defense, as a heavy user of

these facilities, has also_sha~ed in their funding. N~w! for development

purposes, we're asking for a total of sixty-eight mllllon dollars In

Flscal Y~ar '70. F.or this Fiscal Year the rural areas will continue to
.

recelve'prlorityattention. The Vietnamese Government's strategy, which

·we support, Is· to place 9reat emphasis on Improving Income, livIng

s.tandards and socTal conditions in those?areas. As President Thleu has. ..
put It, this becomes all the more important as the Government moves toward

, an era of political competition with the communists. He told me thIs In

exactly those words .when I s~w hIm when I was out there on a visit in

January.

The rice production program, which is based on the new, high

yIeldIng varieties which have been developed In the Philippines -- the

InternatIonal Rice Research-Institute -- and which ylelCJ two -to--four

Urnes the old Vietnamese varieties has caught on ·50 \'/ell that the

Government's target of three hundred and seventy five. thoYliImL.tQ Jty~ ..

hundred thousand acres in 1969, "In comparison wI th abollt a hundred thousand

acres tn '68 which was the fIrst year of thfs program, seems lIkely to be,
attaIned. We can't tell you absolutely what it wIll be because ft's not

alt-·ln the ground yet. - They h-ave two main· plantings. one of which Is

Just golng into the ground, and the other one will go Into the ground In

November and December. But all fndications are that thls program Is

I

.1

1

•..
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movIng along beautifully. Given good weather and a reasoll::Jble de~ree of

·,seclfrity,t.~th·e '9'oal" (if ~s'el,f-sufficiency in rice by the end of 1971, which,,.
requIres expansion of the n~~ varieties to one and a half million acres,

15 wIthin reach. In other words, in ~bout three years from now Vietnam

should be back In the situation that it was In before the war where It

produced all the rice that it needed, and It probably will be able to

produce a consirlerable surplus of these new varieties- But,rslnce all,

the countries of Asia are going In for the new varieties, it's going to be

!...

I •

a real marketing problem. So I don't look for any great export bonanza

for the ':ietnamese: I do think that the Vietnamese \o/itl be able to

" "

[. --

compete \'/i th the Thai and the Burmese for the itmi ted export markets

available because I think that rice can b~ produced quite econo~lcally. .'.
In the Mekong Delta•.~ut, with everybody' going in for rice production,.

the only two big markets that are likely to be left a few years from now
.

seems to me are the cIties of Singapore and HongKong. And they can't eat

a11 the rice that's coming out of Thailand, Burma, Vietna:'ll, and other

countries. There probably ~ill continue to be a market In Indonesia for

a whIle but even the Indonesians are going in for the ne\>! rice program.

The Philippines, which were a net importer, have now reached the stage

w~ere-they're In a pos'itlon to export. Malaysia also has"been an" Importer

and they're building their production." So I would say the outlook for

export rice is not particularly bright for the--futu.re. But we do \>Iant to

see the Vietnamese get to th~ point where "they're self-sufficient again.

The chicken and hog production programs on \'/h'ch a lot of,
emphasis is being put aim at annual increases of fifteen and ten percent,

respectively, In productlon:- ChIcken development was based largely on

Imported one-day old baby chicks of 1968 coming in from Sfngapore, Taiwan,

I

'I
I . ... I,

•
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Japan. other countries in that area. No\" in-country hatchery ci'lpacity Is

-,'
I,being expa~~.~~~l~P.J~!y'.~ ~S~.cc~l)er.ero~~cq<?'!1.~q~ _$,Q~.r;ecf al).L~ ~'yg,e"! ~or
. • ...", ''-., .... : } ._,. .." '_. '·.t··· '"' .' _ ~.. -: -:. '" .

dIstribution to the provinces has been established. and a very sizeable

anImal feed mill, animal feed industry, has been set up over the past few

months and ;s in the process of expanding.

Agrfcultura! credit totaled about forty mfllion dollars In 1968

whIch 15 a hundred and thirty percent over 1967. Fertilizer use, and mark

these figures because i~ Sh~1S how agriculture Is expandIng In VIetnam,

'has left from bro hundred..and fifty thousand_tons in 1968 to the .el<pected

level of fTlOre thi3n four hundred thousand tons in 1.969, and fIve hundred
"

thousand tons in i970. N~~ again, these are some figures you' can use with

your friends, particularly-a lot of Americans who think that VIetnam Is

Just one bfg scene of destruction and ~e$olatlon as a result of the war •.,. ~

But these figures show you what is happening in the "lay of expanded pro-

...... ductton In that Country despite the \.far.

The Vietnamese Government has decided to give the hIghest

, .•...

I •

priority to land reform. Th~ Government will try to complete the distrIbutIon.

In 196~ of_as much as posst~le of the approximately three hundred and seventy­

five thousand acres of cultivable la~~.~rn" own~d by the Government: With

respect to prtvately Ol.'1ned land, the Government has announced a drama~tca!~~._

new approach within the past month -- a vastly expanded program of free land

to tenants with Government payment of the landlords. We 5uppor~cd the

Initiation of this new program by allocating ten million dollars In Fiscal...
Year .:~.~~.~... r.0. funds and have requested ~hirty mi 11 ion dollars from the

Cong~~s5 for that ~urpose in Fi~cal_Ycar 1970: None of these funds wIll be

released until the new land r~fnr~_ bill has been approved b~~ VI~~~amese

NatIonal Assembly. It was introduced on July first, Is 'under consl~eration

no\-i in the Agricultural Committee of the lo\~er ~ousc. and \<'ill probtlbly be

•..
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consIdered by the full body SOf'lctimes over the next several weeks •
• r'

. tlemc'n'ta rY'~ei:fucat';on' at -t.he··'{f i-1lagc .and- h.;lmlct:· Ieve I':a' so· ~ont i nue5
• __ • I ._.

-,
to be a major focus of our program. This means constructIon of classrooms, .•

accelerated training of teachers, and distribution of textbooks, and we're

helpl'ng In all of these areas. The extent of progress is sho'fm by the fact

that seventy-nine percent of lhe elementary school age group children are

~~ in school, with a national goal of eighty-five percent by the opening

of the school year in late 1970~ We're now beginning to stress secondary
- ,

education Tn both rural and urbaQ areas to a considerably greater extent.

About twe~ty pcr~ent of the secondary school age groups are Tn school and

~hc target is twenty-four percent for '70, ;nd for '70-']1 that'il have

.
to' be raised progressive-''t.~.

.In the urban areas ~espite gen~al1Y full urban employment, social,
, ;' ­
. :

i ~

, , condItions are often miserable in the streets of the clty, as

I

; ~ ..,
Ii

. !
': t

I

I

I
1·-.,;

Ii

. .

'. you'll see when you get out there. For that reason. a Saigon civil assistance

group. was set up in 1968 by CORDS, with A.I.D. assistance, to help the

munIcipal authorities c~rry out self-help programs and deal with traffic

control, garb~ge collection '!If?d other problems of ci.~y_ management. - Some-of

you-i·f·you.haven't been·to·Saigon·r.1ClY have the.impressTon -tha.t.the City ts.

--a bit dirty when you get there,-but it is f21r better than it was a-year,

much better. You'll still like to see some improver.1ent i!l it \""1en_..y-~u get

out there. but the situation ~eems considerably better as the Government

has gotten better organIzed to deal with it. Similar ass~stance at ~he,
munIcIpal level Is now being InstItuted in the second largest city, which is

,,-
. OaNang, --In the northerrLpart .. of. South Vietnam.

·~.aintenance-of full employment will be pt)lltically essential for

, i.
: 1

i
I

I

i', -,.

a year and a half a90. Garbage ~as been picked up, is picked up

successful political competition with the communists. As I think I mentioned,

---------.....-------..

•
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as employncnt by the U. S. establishment declines wi ttl"" reduction of u. s.

'r-

forces.·.. '''Ie expect :to· us~'·our assistance: to encourage Jndu~trtal deveJopm~nt'". jI': '.' J_ ., __ . J_ .. 0# • _ • . '0 _. '

and provide employment opportunities. This witt be a reversal of the policy

that we've been maintaining up to now and I would expect that to come

sometime over the next several months as the situation dictates.

Now a Few words about title 9 of the Foreign Assistance Act. the
.

A.I.O. Act. Title 9 Is the. that part of our basic Act which encourages

polftical development. and I'tt give yOll a few \'Iords on what we're doing in

terms of development of popular p~rticiration in the political process in

Vietnam. ~te have projects of ass j stance to trade un ions for the i r deve lopment
" .

and to youth organizations. In Vietnam, fo; example, there's what's called

the ~-T ~r9anizatlon which is the equivalent of the U. S. 4~H organlz,~~lo~~

.'

i
I
I
I

• 1_0,

You also fInd the Boy Scouts. I Saw tfie!.Ooy Scouts active, ,for example,. ..
~hen I vIsited up In Quang Ngai Province in January in connection with a

'~Jor military operation under which the people of a certain area were

being moved out temporarily'so that our forces and the Vietnamese Forces

could go in and flush out the communists. As those people were moved out

,

!:..
j.,

.I~
I

i

Into te~po.rary camps, here were the Boy Scouts among ~thers helping to feed.

them and take care of th·...m. _ Farmers· .. organlzatlons and cooperat·ives are
I

another. example of what we're doing in the polttlcal development field.
. which .

These organizations/were originally establisherl several years ago by the

Vietnamese Government of President Diem's day have nO\'1 begu.Q_ tQ_{t~9-yJ..~~_.j!ln.._
-' .

rndependent vitality of their·ol·tn.

- The village development program wIth its effort to·enchanee-the,
authorIty of vIllage officials through organizational changes ~nd throu9h

.tralnlng, which Is assisted by our Public Administration program, and-the

involvelllent of the vi flagcrs thel"lselvcs in rroj-ects throug~- the. reoriented "

self-help approach. which I've described, is designed to enlarge the role

­E=



of the village in the Vietnamese pol i tical system and to develop"vi llage
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A.I.O. program continues to seek to strengthen institutions of the central

government. For example, the Ministry of Public Works, Transportation and

Communications we've helped with our Public Administration program to

improve that --a combination of two ministers or formerly separate ministries

of public works and transportation. ~e've also helped them set up an

inspector in this Ministry to' try to make sure that projects get carried
--

out on time and as they should be, w.i thout ",astage of funds. The t'Hn istry

of Agricl'lture and land Refore \'1e've \'1orked with the Vietnamese to combine

several offices at the provincial level into a single office. Previously

I.".

,, .-
j

." .-
!

there was 'an office of agricultural extension, one for forestry, one for

fisheries, one for livestock, .50 on.' Th~sc are all now combined under a
I

Is kept running_ This is a perenn!al p,·oblem. Vou'll run into it when"yoli're

'out ·there. ~lot all of the problems 'iil'thilt'are~ h~ve been tr;k~dby"~'ni

single boss which is a much more efficient way to operate. We've also

.~ helped the Vietnamese Government set up a centr~l logistics agency as well

as a national mainte~ance system to make sure that supplies flow out and that

equipment

j'
I

!
I

i
!

I.
II
i

! . ~ ...:

means.

cars, heavy equipment used in construction of roads, etc. --'

."

It's one that has to be wor~ed on all the time.

Also, an inter-ministerial manp~1er coordinating committee has

,.
/.'

I·

been set up under the Minl!ftry-of labor \·,l't'h"fhc 'power to' develop pol ides and
,

plans for manpO\',er distribution and utilizatio~. This is an area that has
. ,

plagued the Vietnamese, and us, for a long ti~e -- to get the adequate and

efficient utilIzation of Vietnamese INlnpO\'/cr part~cular1y in the civilian
- -- -.- ._. - .

The military, for milItary mobilization purposes, the Government has

been quite successful in getting the'manpo\"er requirerf and wilJ continue-to

do so. But to divvy·up manp~Ner among th~ various competing civilian demands,
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to make sure that those which should have priority get it, Is a more difficult..'

"

.
~

of problems to be resolved. We're also helping to strengthen health

InstItutions. We have b~llt a medIcal scIence buIldIng with the Faculty' of

MedIcine in Saigon and we are discussing a teaching hospital to be connected

with It. We're also workIng with the VIetnamese In several hIgher level

educatIonal institutions -- college of agriculture, colJege of engineering,

teacher training institutions. We're doing a number of thIngs to help them

develop their InstitutIons so that sooner or later they'll be able to carry

on themselves as a yiabte government and society •.~

Now r'd like to say a few words about econ~mlc plannIng. tn April

l '

I

.'- --'.

'to PresIdent Thleu and subsequently to President NIxon. This Is the p~inciple

-" --
I

I,

I
. I

and .'ay an eco!'om Ic pIann i n~ report wh i cn had been J.C? in t Iy prepa red by t~e _

LIlIenthal firm I mentioned and Its Viet~amese counterpart 'was presented
~ - .

I

I­
I

!
I

I.

I
I'

!
I

, post-war planning eff~rt to date. This report establIshes objectives, provides

a.development strategy, and-sets up a framework for further economic plannln~.

There's a lot more work that has to be done in order to flush that out---

·flush it out-- and that's in the ~rocess at the present time. In addItIon,

·A.I.O. has initiated feasibility· studies for-the developll'lent-Qf several-

Indus tri es -- fert 111 zer. chemi .ca Is, pul p and paper, cement .,·-We' re a Iso

studyIng, wIth military authorities, the possible peace-time use of existing

. ..n1tJJtary faci ILt.lcs. .i.n,_Vi~~F].am.__T~er~_..a_re lots_9f bases ~~at__hav.e_ b~en _

built by the Amerlc~ns in Vietn~m. What's going to happen to those bases

as \'1e \'1lnd dO\'m our fllachine thel'e? Some-of· them wi II undoubtedly·go toO the
~

Vietnamese For mIlitary purpose~, but they're not goJnV to require all of

them. What use can be made of them tn a etvr I ian sense? SImi lady \'1t th

respect t~ the Immense amounts of equipment which h~vc been Pl~ tn by our_

military authorities, sone of this can be used. We ought to be careful

•.

­b
------------
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what we cncourage the Vietnamese to tClke over. Take for exclmple'.the
"

",;,; ..tele~,:c·~rln'Uri'rcati6n~:."f'i~ni~":'''''f'w~uld 'b'e" eClsy enough to encourage'the
,

Vfetn~mcse to take over the very intricatc, elaborate systems that have

been set up by our people, without any further adieu, but we could find

that a iot of that would be completely wasted, that the Vietnamese have

neither the technical manpower nor the money resources to maintain 'and

operate such a ~ystem. So we've got to be sure that what 'we-do encourage

our military officials and encourage the Vietnamese to acce~t is something

which is wi~hin their capability to manage and use. Othen.,fse. we've

defeated ~ur objectJvc.

We're also moving forward with special studies in the fields of

. transportation"and health. In the field of transportation we're having a

look, or we propose to have a ,look -- th~ project calls for increased

funds, at all the various means of transportation in

- Vietnam to try to determine which ones should be' further developed, why

and ho\.,. For exampl~. one ·questlon that we're confronted \.,ith: Should

the Vietnamese be encouraged to maintain the railway In operation -- part

of It's in operation now; a great deal of it has been sabotaged durIng 'the

-·wa.... years· but our mi I i tary have Found it very useful in cer'tain sectors at
. . .

"'any rate for hauling military 'eiiuipment; but the rafJroad parallels a road

up throuah (Vietnam's a long. thin country) and the railraod parallels the

-·-r-oad going from Saigon to DaNang and Hue -- "lith possi~ility .of 'truck

. ;,:a,:,sl'.0r.~a~~~n, or eve~ ..~~_~~~ yet, with the possibilities of coastal

-- steam£(rs' "/til ch -are probc]b ly cheaper? Shou la tpe Vic·tnamese -b'c encouraged·

tp have atl three of these modes of tra~sportation or only a couple of

them? This is a question to which we don't have an answer yct~ We hope

that' thiS-"transport study will 'help-us to get orie.

--_._---- --... - , -- -_.

,

_ •..L.

"~.

-
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In' the field of' heal-th., _'," alreCldy" ind:lcated··to: y~!J'wc.~vc· hc-lped.•the Vietnamese build a lot of' facilities over the past several years. The .•

ques t Ion nOI'" a rises: Ho\'1 much more shou Id \'/e encou rage them to bu lId,

because there Is a point beyond which the Vietnamese will have neith~r the

people nor the money in their budDet to operate and maintain these facilities?

Build too many hospitals, they may just run to ruin if the Vietnamese don't

'have the resources to sustain them. So what we are doing with the Ministry
, .

of Health now Is trying to project Vietn<tm1s health needs ten years ahead In

light of the resouq:es likely to be available to support those needs.' The
oJ

same thing's going to have to be done In the education field. We're not as

far along there yet. Ye haven't really started a study, but sooner or later

It's going to have to be done there also;... .I

,I
I,

,1,

.'

We also will have special study in the pm~er field. How much in the

.... way"of power facilities should Veltnam develop? \·le \'1ere al1 set to go out
I

~ set up a contract in that field but decided to hold off b~cause we haven't
-

go~ any Vietnamese counterparts at the moment. Too many of them have been

drafted into the armed forces,' us Jn9- al1 thei r av,fitab le pO\'ier..'peop'le to keep

In' operation what they've got nOIl/ •. .!hc.y.. don't have any to,.spare~to -sit.down

'and study with us. We've found a.11 too often if we go 6ff and.make the

studies by ourselves without any Vietnamese involvement, then the Vietnamese

won't pay much attention to them. They ~!1nt to be, .quJ~e naturally, wan~ to.,_. -- - - . . .

be i~volved themselves in those studies. The~ we may al~o need a spect~J .. -" .

study 1n the tele-communications field for the reason I indicated earlier,,
to determlne just what the Vietnamese will be-able to use-effecttvely In that

area.

Another area, pianning .area (and I think .tbi~ is perhaps the_~st

Important of ali: I certainly place a great deal of emphasis on it) is findin9

­...
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the kinds of products \'Illich Vietnam can produce either for exrort or for
• T'

'" "'." 1."!pC?:~,:Sl:'~.s.ti_~~~~fi~~ C?," co":!pc.~.i.ti~v,c •. ~t.erms. And I emphasize. ~hat~?c:cause

you' know thQtlVietnam's balance of payments at the present time, the Country
I'.

Is faced with an enormous problem in the future. I'll explaIn later Just

what I mean. At the present time Vietnam is importing about eight hundred

mIllion dollars worth of merchandise a year. Its exports run about thirty

million dollars. That means that it's got a deficit of over·seven hundred

mIllion dollars. That deficit is met now. as I indicated, about forty-fJv~ ..
to fifty percent by earnings from the U. S. military; It's met abou~ twenty-five

percent by the A.I.D. commercIal import program; and the balance by our surplus
:.1 •

agricultural commodities program. None of these can the Vietnamese count on

forover. Some .of them are going to be ended this year very shortly, so the

I'm not absolutely sure of this figure - the Japanese wIll have a five thousand

,
(I. think somecIOe recently predicted that by ten years - this seems fantastic;

can produce to export and, in my view, what they've got to look for ther.e Is

, the Japanese market. With the tremendous expansion in income in Japan

here In the States at this time, so that sounds a lIttle fantastic in ten

years; but nor.ethetess Japan's, growth Is phenomenal). Japan Is going to

,

think we have only about three thousand

VIetnamese are going to have to put a lo~of emphasis on fInding what they. ..

doHar a year per capita income.

,
• I

I

,

i I:
I

!

,

I
I
i
I

· f

· i
. i
I:

become an ever bigger market and that's the one that, In my vie\'l, VIetnam
. -~ ,

• .'_.'_ • ••_. - .0 _ ••__

- -
..

There's another area I think Vietnam can look to for great business
.6 ......... o'~ --. .. "'"",.. ~- - ..--.-._ .. .... - .....------

- :if peace and security are restored. Vou.k~ow the Japanese are going to be,
looktng For theIr "Flortda'!. They're going to \-/ant to go south For the

wInter and there's no better place to go south tn East Asia than the magnificent

beaches a long the, Sou th eh i na Sea. As you f1 y and drive up and down tha t

coastlIne, you will find no better beaches an~1here In the world -- magnIFicent
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sandy stretches almost total1y unused today. No..., I can cnvls<lge t'en years
"

,ro.,: t.,' rrom';no..j hotei s stretched all ut~nd' dO\~n"thalt~::cc;a~'t:;~:a~G~fri~'pe~~e 'in'd",r: "';~':' .. ;,~~~ .. ;, "~"
~. ).

,"
security, Just filled with Japanese. Youlll find ,now as you travel out to

Saigon that Japanese tourists are allover Southeast Asia - HongKong,

Bangkok, and so forth. The Japanese have got mon~y these days. So I donlt

despair of Vietn~mls future despite this enormous balance of payments deficIt.

It's going to have to be worked on to be licked.

Finally, I would like' to turn to a few remarks on foe-management

and administration of our program. We have here In Woshlngton the Vietnam

Bureau wf.Tch was created some two years ago. At its peak strength In

I :
, I

,

'Ii -
I
i

, I

i

I
I

I:

j'

I, !
,i

December '67 tn;s Bureau had four hundred and ninety seven positions and

four hundred and fifty seven people on board. We've been In the process of

tightenl'ng n down par"t'i'cularly over the ~iJst year and I think nO\'/ .../e have -,

What? Three hundred fifteen positions. Is that right? (Right.) I k~ow you

keep.cuttlng a'few out so I'm not sure whether 11m always totally up to date
, --

and 11m all with you, to keep reducing that number.

In Vietnam our A.I.D. funded or9~nizatlon consists of two elements.

.One, the normal A.I.D. Mission_CUSAIO) into which I think vl~tually all of
-

YQu are going. It administers the stabilization program and the development

_", programs.w,hich I'.ve been discussing.."::,:, agriculture, public health, Industry,

pub1ic administration, education, and so on. The other organizational element

f n Sa I gon -Is COlrDS~ tha t rs CIvl j' opera-irons _' a"l Revofu-tlon-ciry~'Oeve1" opmeri't," ,
•

Support, this component of the 11i1ltary Assistance Command. tlo\'1-it administers

the~/ar-retatcd programs Nhlch A.r.D. funds, anrladmlnisters a lot-of other-"
-..
programs which A.I.D. does not fund. It administers the pacification program,

the police p,·ogram and the refugee program. CORDS has a headquarters In

Sa Igon in the Mil i tary "ss istance Command. It a Iso hrls four reI} Iona t head-

quarters -- in Can Tho, Bien lIoa, Nha Trang, and DaNang; and bclo\'/ the ..
to
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regional level tOROS has advisory teams in every province and at most of

:tbe .di 5 tri cts:, 'so.. tha,t' yoU: ge't; the" CORDS"';es tab1 i shment· on; three ··tif ffl:lrent,
leve15.

Now there are some USAID people, quite a number of them, who are

assigned out in the field in the provinces. Those people who are assigned

In the field have two bosses. One they're responsible for technical direction

to their technical position back in Saigon. If you're in the health field,

you're responsible to the Public Health Division; education, Education

Division' agriculture, the Agriculture Division; and so on. But, in addition,

If you're. stationed' in the field at a regional headq~arters', province level

or district, you're also responsible to CORDS for purposes of operational
.

control and coordination. Now this is not as unusual as it may strike you

.I.".

at firs t fJ us h•
•"I don't know wh~ther It~s true in private Industry, I suspect

It Is, but In the Government you often have two bosses. I, for example, was

D'irec;tor of the A.I.D. Mission in laos for three years. In other ",ords,

j. was the top man In the ~Hssion. but I also had'a-col1ple orbosses. One boss
!

was A.I.D. back here In Washlngton~ T always had to keep an eye on them.

But my other boss was the Ambassador. Sometrmes those, bosses don't_~lways ~ee

eye-to-eye, but you don't have too'many problems in that resrect~-'-And' f"

Vietnam, any of you who're going to be assigned out in the field -~ In

education, agriculture, health, public administration and so on -- will find

-I -- that -In-a- sense you have two"bosses; -You- have..to opcrcfte und~r CORDS -control

for purposes of coordinating YoUI' functio,; with other functions at the

provlnee 'evel to make sure that-everything at ,the province and district -level

meshes. But you'll also look'for technical direction back to-your division

headquarters In Saigon. Nm'l Even if CORDS drdn't exist, this dual control

would still be there. had It fn l~os at the regional level even though we

­1=

,---------,----_•.._..._-- - ._.. _- ..~--'----~--_. ------------- .. . '.
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didn't have CORDS. ror example, had rive reglon,l offices In taos as well

'. as
. .1..... - .. .... :

prt>vi'nc'tal"offlce'5. Those men \o/ho,were charged reported back
~.

to me. In addition, there were assigned at regional or provincial level,

education, agricultural, public works and other kinds of personnel. They

would look back to Vientienne In Laos for techriical direction from their

respective divisions, but I also expected them to take orders from the

regional man In :erms of coordinating, for example public works and the

agriculture function: To' give you a very 'concrete example, one of the things

we were doing was building small Irrigation dams. They would often be

built by our Public Works Division, but they had to be extremely closely
J '

coordinated wIth our agriculture people because they're serving crop "

production. Well, I expected my regional man to make sure that those two

j.. -
,"

"
: '

! ;

people worked together. It's essenti:lll'f. the same thing fn Vietnam.
r- "

In.terms of numbers, our A.I.D. funded personnel in Saigon grew

- very rapidly from '65 to '68. On January 1, '66 we had six hundred and

thirty A.I.D. funded Americans. A year later this number had doubled in

I

size and it almost doubled again during the next year to th~ point where our

! I peak was reached in J~nuary 1968 "'/ith about twenty four hundred p"sitlons
Ii

'I, a'nd some twenty one hundred people on board. In Vfetnam, just as we are here

In Washington, we've been in the process' of cutting bCicR sincp. that time. By

the" end ~f Junc' '69;'th~t is-'ast:Month:-the-authorfzcd'ceiling'i~Vietnam

I' had been cut back from some tl'lenty four hundred to a -If tt Ie' under b/enty one
I't hundred 1 and there's n~'1 a fu~ther reduction In process. You m~y have seen

,,-', an anouncement-by-Presldcnt Nixon-about ten day} ago in ~,hich-he safd thif

civIlIans overseas are going to be cut ten percent in terms of numbers; and
. '

he added Vietnam will be cut by a higher percentage, but he did-not indIcate

what the percentage is. That has not yet been worked out. So "anticipate

, that there \'/111 be some further cuts in terms of numbers or people In Vietnam. ­b
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Now, of the total number, roughly half of the

USAIO and roughly half in CORDS.

A.I~D~ (unded people are In..'

II·

FInally, , would like to say a word about our m~nagement of

commodIties. This Is an area which gave A.I.D. a tremendous amount of trouble

two or three years ago. \,/e \o/ere subjected to an Immense amount of critIcism,

both by the press and in the Congress, because of the way we were managIng

our commodity Input Into Vietnam. We've made major Improvements since that

tIme. In our commercial import.,program, for example, we ,now have a much
I •

smail.er and more predse list of corrrnodfties "Jhich are ellglble for frnancing

and for the past tW? years all lIcenses for imports under thIs program have
J

been revIewed not only by the Vietnamese but by com~odlty analysts In the

USAID Headquarters in Saigon to make sure that the commodity, the Importer

and the supplIer arc elIgible. Here ih ~ashington we have additIonal specIal
.. I

controls, some of whIch operate out of H~. Kosters' offices -- on hIs way out

~ to be your Controller. As a result of this tightened control system, not only

In the commercial Import program field but with respect to convnodltles whIch

go In for our projects, we have reduced losses very substantIally. In 1968

we found that losses from all causes for commercial import program goods were -

InfInItesimal. I'll give you - "II show you what I mean. About forty to

Sixty percent of all shIpments that arrived under the commercial import

program (when you bear In mind this program runs about two hunored million

dollars, that's pretty sizeable) for.ty to sIxty percent of all these shipments

were Inspected by U. S. customs Inspecto/"s in Saigon and they found that out

of eIght million unIts \'/hich they examined these are bales, boxes, cases,,
or \-/hllt have you -- eight mifHon units, onTy.a hundred unIts \'!ere mIssing.

It's 50 Inflnltp.slmal th~t I couldn't even spell out what the percentage Is.

~orr.cbody told me, I'm not sure whether It's one ten thousandth or one one

hundred thousandth. I get lost at that poInt. ~ut thIs Is compared with

'..-.

-b
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196(losses of two to five percent in this pr09ram in So there's been vast
.~. .

-.. .
Simi larl'y, In our project pr?9r.am, that is the goods

..
,y -

, .
that 'do not go In for sale into the commercial sector In Vietn~m but go in

Improvement In It.
~.

for use on a gift basis to refugees, for schools, and so forth, we've

reduced our losses from an estimated ten to fifteen percent in 1966 to less

than two percent today, between the time a ship discharges and the trme

thQ goods reaches a regional or province warehouse. We stili don't have our

system where we can give you a specific figure beyond that point, although

we do have an audl~ trail established so Mr. Kosters can foll~1 that bag of

cement rfght on out· to the point where it's used In the schoolh9use.

,
I,
I
I
I

One other thing on our management area, and this is for any of you

"/. .

who are tuned to the new systems of m.1nagement - to the new techniques In

man~ge/Tlent-- we are increasingly utlli;i~g systems management in promoting, ,
planning and im~lementatlon of our programs in Vietnam, thus far par,tfcularly

In our new rice program, the land reform program and the commercial import

program. We have automatic data processing systems installed givlr,g us'

quIck and comprehensive information In these and various other field~ related"

to personne I and log is tics, thus fa.ci 1i ta t,i"-g good ma,nageme.nt. ,There.fore,

we ·ttl i'nk \o/e've made 's'ub's tam'i al -strl-des-In -imp'rovi ng- the-managemenrof our
"

programs in Vietn~m, but we've still got a long way to 90 and we look to

I
i
I
I

.,_ L

, I
i
I
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a1-l of you ·to help us improve it In management terms once you get there.
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