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V'"ietnam

Net Cor:nmitments by Appropriation Category

(D. S.Fisca1 Years - Millions of bol1ars)

Grand Total

n , . L'"
~ ..·eve.loprneni. ,Looans

Total 1968
1962 ~963 1964 1965 1966 1967 1962-1967 (Gross) .

111 133 159 216 584 467* I" 671 400

-2 -1 -3

Technical Cooperation/
DcveloplYlE::'l1t Grants

Supporting Assistance

1

86

6

116

4

119

7

196

8

461

26

467 1.. 445 ... 394

Contingency Fund

Othor.. Including Inter­
nati9i1al Organizations

23 12 37 12 114

1
.L.

-3

5

195

-7

•

~~ Excludes reinlburseluents by the Department of Defense of Supporting Assistance funds

SOUl'ce: AD 1. D g Operations Report

(~~otals In~:~y not add due to rounding),
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't' · Ecopomi c aid t oVietnarn (i nclud.ingP. L. 480) ranged from
I

about $200 millionin fiscal year,l963 to a high of over'$700

million in fiscal year 1966. Beginning in 1962~ there \vere pro-

gr'essive changes in program objectives from those of

conventional economic development to basically political and

security objectives in support of the constantly increasing war

effort. Throughout" there was a continuing objective of main-

taining economic stability with the commercial import program

as the principal tool. The political-security effort was pri-

"marily manifested in a ."grass -roots" approach involving intensi-

fied and decentralized operations in the provinces to strengthen

the image and effectiveness 'of the Government of Vietnam there

in competition with the Viet Cong. A related elelnent of our

program included wa.r relief acti vities" such as refl.;lgee relief

and direct medical care. A.I.D. was faced v/ith a new and un-

precedented role of trying to help build a nation politically,

Inilitarily and economically -- all in the midst of a war.

I n this nc\v demanding and evolving role, A. I .. 0 .. and other'

U. S. Government a~encies were necessarily experimenting to

find what activities and methods would best support the
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concoinmitants of coun~er,-insurgenc~and political deve~opment.

,Arrd'ther~ was never tune in the heat of war to fully dissecttheories
I

and pr.ovethem in pilot operations before launching into large-scale

operation.

. In addition to organizing a new provincial operations element of

the A. I. D. program" sever,al~hangeswere made in the conventional

A.!. D. fields of activity. For example:

a. Public Health activities were converted from advisory services

on preventive medicine to an unprecedented program of direct medical

care for sick and wounded Vietnamese with U. S. and other foreign

Inedical teams.

b. Education progralns were diverted frOIn long-range development

of an integrated educational sy~tem to a crash progran1 of providing new

elementary schools in the rural areas in order to gain political impact.

c. Agriculture programs dropped the experiment station-extension

approach and supported large operations with immediate impact" such

, as fertili.zer distribution" corn-hog distribution, country-wide pest

control) large-scale distribution of new seeds" and more favorable

prices for agricultural produce.

, d.Refugee rel~ef \yas converted from a small advisory-

commodity effort to a large-scale joint operation of A. 1. 0 and U. S ..
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volunt~ry agencies using quantities of imported relief a'nd

reconstruction materials.

e. Supply management was upgraded toa modern lagistics

oper.ation with hundreds of Americans in port management~ coastal

sealift" airlift~ warehouse construction and operation~ repair and

maintenance~ etc.

i
j Vietnaln~ historically plagued by divisive tendencies~ has found

these exacerbated by insurgent warfare. . Ethnic~ religious, political

and regional differences have several times led to the brink of civil

war (as distinguished from coups) eyen while the nation was under

Viet Cong attack. These are illustrated by: the Montagnard-

Vietnamese mutual antipathy, the Buddhist-Catholic split, the

f);'iction among northern, central and southern Vietnamese, and the

open anLl110sity among several political parties - - some dating

back to pre-IndepGndence resistance movements. The much-

publicized military-civilian competition at the national level adds

yet another divisive ingredient.

Vietnam, 's political frailty as a nation and the approximately

three years of extreme political instability immediately preceding

and following the overthrow of DieDl have made the adlninisLration

of the aid program e:x'tremely difficult. During these years, ft.... I. D.
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was forced to increasmgly undertake more direct operations'. '

with its O\Vn personnel and initiative as governments and cabinets

.changed so frequently that there was seldom time to explain,

negotiate and start operations with a new government before it

was replaced by another. Under these circumstanc'es, A. 1. ,D.

o~en provided the only e'ffective 'elenlent of management and program,
I . .

continuity and momentum at both the national and provincial level.

B. The Program Setting

The U. S., assistance program in South Vietnam is unlike ,any

other. Conventional foreign assistance concepts and criteria

have necessa.rily been subo:-dinated to military and political

considerations. Both at home and abroad the climate in which

A. I. D. has had to operate has been heavily charged by controversy

stirred up by the war itself. A.I. D. personnel have had to work

in what is essentially an all-country combat zone.

Before Geneva

In February, 1950 J Great Britain and the United States

recognized the State of Vietnam, headed by ex-Emperor Bao Dai, as

the legitimate governnlcnt. ,When France concluded agreemcnts with

f~·'
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Laos and Can1bodia sinlilar to the one \'lith ·Victnan1" the three

countries bccanle the Associated States of Indo-China and were

'accorded diplonlatic rccognit~onby 1110rc than thirty other nations.

In l\:lay" 1950" the U. S. 'decided to give aid to Baa Dai through

lfrance, and the U. S. ECOn0111ic IVlissionarrived in Saigon. By

September 1 19511 aU. S. -Vietnamese agreenlent for direct

econornic assistance \vas also signed. The United States gave

the state of Vietnam n1.ilitary and econonlic aid totaling about

$2 billion. IVlilitary aid ,"vas granted indirectly through France

£ron1 D ecernber" 1950" until late in 1954. Economic aid \vas sent

directly to Vi.etnam) beginning in September" 1951.

The Early Diem Period

In 1954" \vith the Geneva Conference nearing a conclusion) Bao

Dai" \vho was li ving in Paris" appointed as Prime lVIinister of the

State of ·Vietnan1. Ngo Dinh DieIn" a longtime nationalist and member

of a family influential in Vietnaln for two centuries. Despite much

subsequent hindsight" Diem IS appointn1ent \vas well received by

both the Vietnamese people and foreign observers.

After civil war and r"evolution" preceded by a century of

colonial rulc~" there was a dcspe.rate shortage of adnlinistrative

'skills at all levels. lVlost of the industrial plants, particul:J.rly

'.,
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! :textil~ mills" and mineral resource~were lost to the N.orth.

IWa~.damagehad not b.ee~ heavy" except for Viet l\1in~1 sabotage

of railroads and bridges" but there had been little regular

.maintena~ce. Most ofthe technical schools were in Hanoi .

.The taxes \vere not being collected.

The "refugee proplemflhad begun on a metjor key a,~ almost

one million northerners left Ho Chi l\1inh rs Vietnam after Geneva

:gave them a choice.

The South had some ad vantages over the North" particularly

a rice surplus and superior agricultural land" but on the whole

the chances for survival did not appear bright. They would

have seemed even dimmer to one who, kne\v that rural cadres

had been sent north after partition for insurgency training" and

would be returning to their villages to dig up arms caches and

organize what was later called the "VC infrastructure '. "

Meanwhile" Diem rsown politic?-l future needed clarifying.

Bao Dai \vas still absentee chief-of-state" and Prime Minister

Diem's \vrit did not'run even in some parts of Saigon.

Rise and Fall of Diem

In October" 195.5" Diem solved his constitutional problem by

having hitnsclf chosen chief-of-state in' a national referencl.um.

. .
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I

!: The fact that he lost only two percent of the votes cast a permanent

. .

. shado\v over his right to claim an honest mandate (Vietnam is not
I" . . '. '.

a country given to unanimity), but he proclaimed the Republic of

Vietnam, \vit~ himself as President. A constitution written under

his direction was adopted in 1956. That \vas the same year the so-

called Geneva Agreements, which had bee.n rejected by Diem and

nc:>t signed by the United States, had set for a referendum on

unification.

Diem never sought to establish his government on a popular

base. Instead" he utilized traditional Vietnamese and French colonial

teclmiques of ruling from the top down, leaning on elite groups and

religious minoritie s to govern. Loca~ autonomy did not flourish

and power settled at the province level in the hands of province chiefs

appointed by the central government.

However, Diem did seem to grasp the nature of the threat to

South Vietnam better than his American advisors during the late

1950 'so For instance" when he favored emphasis on local militia

in the rural areas to combat the rising Viet Cong insurgency, U. S.

military advisors insisted on organizing and equipping the Vietnamese

army to combat a n1assivc invasion from the North similar to tl~at

experienced in the I<orean war. However, for a number of. years"
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! ; while the Viet Cong tightened their hold on the countryside, this

,!pattern of aggression did not materialize and the Vietnan1.ese

armed forces were ill-equipped to deal with ·the insurgency. In

the· economic sphere he favored rural roads to give better govern-

ment access to the areas being subverted by the insurgents. A.!. D.

responded by financing prin1.arily main trunk high\vays, ~ollowing

. tq.e pattern of sound conventional economic development instead

of counter-insurgency.

Despite a multitude of shortcomings, in the perspective of

the times the early Diem years \ver~ in many ways fruitful. Com-

pared with the North" South Vietnam seemed to be moving to\vard

relative peace and prosperity. However, the North began to

escalate its terrorism and guerilla attack against the South, which

rose sharply in the early 1960 I s with the establishrnent of the

National Liberation Front. Soon after, the more accurately named

People IS Revolutionary Party of Marxist-Leninists (PRP) was

proclain1.e d by Hanoi. The Viet Cong were no w openly at work.

The United States reacted by establishing in 1962 the Military

Assistance COlnmand (rvIACV) and greatly enlarging the number·

of both" military and civilian advisors.'

385
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! I The Go verrunent 's major effort to solve the security problenl,

J on \vhich all other rural ,development efforts depend~d} was the

Strategic Hamlet Program.. These hamlets were communities in.

\vhich the Viet Cong infrastructure would be eliminated. In the

Delta area" this was done by creating completely ne\v con11uunities.

The hamlets would be fortified and guarded by local self-defense

. fo,rces and perhaps government troops to prevent reinfection.
J

Borrowed in part from the British experience in Malaya, the

Strategic Hamlet Program can claim some successes in Vietnam}

and it survives to a degree under the name Revolutionary Develop-

mente However} it would have been a miracle if} even with the

massive U. S. support that was provided, a government such as

Dieln's, in that time and place, could have succeeded in so

drastically restructuring a rural society. There was no miracle.

In November, 1963, after a series of political convulsions of

Byzantine complexity, Diem was deposed by military coup d'etat"

and shot. The popular reaction} such as it was" appeared to be

relief. However" those who had argued for supporting the regime

because there was no real alternative found. SOlne vindication in ,the

near anarchy that followed its downfall. At almost the same t~e}

President Johnson took office in the U. S.
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Government by Coup

· By gefinition" a coup· d letat" as distinguished from a

"revolution" " changes leadership without changing ideas. "Vhat

h?-ppened during the two years or so after Diem can be characterized

as the latter. Diem had had some success in restraining the sects

and .the militant Buddhists" and until the last days of his regime

"in playing off the various milita.ry factions one against another.
j . .

But factionalism and conspiracy, always endemic in Vietnam]

flourished. By 1965, what existed was closer to a free-for-all

than a" government.

As governments came and went during 1964" it became increasingly

clear to the U. S. Mission that at the present level of effort" the

game was nearly up. A succession of high-level visitors froln

'Vashington, including Secretary of Defense McNamara and General

Maxwell Taylor" concurred. It was in this context that the so-called

American "escalation" took place. To the policy makers" it appeared

clear that outside help was needed if the Vietnamese were to have

the time needed to get on their feeL The alternative was to a~cept

defeat.
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After. a series or" Governmental changes, leadership eventually

stabilized under General Ky"in 1966. From this time on, at

. least into the summer of 1968, .the story of government in South

Vietnam is for the first time one of evolution. The promised

Constituent Assembly elections \vere held in September, 1967.

The Viet Cong called for a general strike" threatened to punish
.. I •

ttiose who voted, and fired on the polling places. Despite every-

thing, the vo~er turnout \vas heavier than in many American

elections. In the follo\ving months elections were held for- village

and hamlet officials where security ·permitted. A Constitution

was drafted and adopted, and a republican form of governnlent,

headed by a president and vi ce president, was voted into office

in an election judged by foreign observers to meet western standards

of fairness. It \vas somewhat blemished by the exclusion of some

political factions, but a broad spectrum of political opinion was

represented, and there was no suspicious unanimity. In Saigon,

indeed, the victorious Thieu-!(y ticket ran behind an opposition

slate. Finally, a National Assembly was elected and promptly

began to display an indepcr:dencc that showed signs of developing

into too 111uch of a good thing.



C. Unique Features of the A. 1. D. Program in Vietnam

The principal features which distinguished the A. 1. p. program

in Vietnam from most other A. I. D. progralTIS might be summarized

as folIo \VS :

1. Since 1961, top levels of the Executive Branch, including

.the White House" have been concerned with" and involved in"
j

many aspects of the A. 1. D. program in Vietnam. Matters which

in a normal program might be handled at lower levels frequently

ended up with the Administrator of A~ I. D." the Secretary of

State" the Secretary of Defense, or the President himself. Be-

ginning in 1964" the White House established its own office

concerned with the Vietnamese operations.

2. In addition" there were various interagency policy groups

which affected the programs of several agencies including A. L D.

The most ilnportant was the Vietnam Coordinating Committee" and

the successor VietnalTI Interagency Committee" sometimes chaired

by a senior State Department offi~ial in the Secretary's office,

sometimes by a Deputy Assistant Secretary for the Far East, an,d

in later years by a Special Assistant to the President.

3. rrhe Vietnam progranl generally had top priority for

funds, personnel" and staff attention. Although this oftimcs

389
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" prqved difficult to implelnent .. it \vas freqllently invoked and

became a'pervasive' artd dis'rupting factor in other A.I. O.

. programs.

4. A new element of the A. I. O. program and mission

organization since 1962 derived from the provincial pacification

programs. Although A. 1.0. had operated some provincial pro.::
. I

) .

grams elsewhere, the size, nature, and complexity of the

yietnam program far exceeded any previous experience.

5. A. 1. O. had to undertake many more "direct operations"

in Vietnam than elsewhere. Normaily, A. 1. D. provides advisors

who work with the personnel of the recipient country - - in

Vietnam, U. S. personnel often served instead of Vietnamese

staff. Typical examples are the fields of logistics and refugee

relief, \vhere major operations were sometimes planned, supcr-

vised and partially.performed by American personnel.

6. Overriding all considerations was a requirement for

results now, not later. Normal program procedures had to be

modified. The Vietnam program require'd \vaivers of standard

procedures and beginning in 1962,the entire range of activities

which would norn1ally constitute a project were "deprojcctizcd"

. \
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(i. ~., .all of the norlnal rules for project activities \vere

suspended) and were administered under A. 1. D. 's non-project
I

procedures.

'J. Personnel requirements grew faster than the existing

A. I. D. personnel system could supply. A special Vietnam

personnel organization \vas set up in .A-. 1. D. tn Washington.

For several years~ nation-\vide recruitment operations were

conducted for Vietnam and hundreds of personnel \vere borrowed

from other U. S. Government civil agencies and from the

Department of Defense.

8. In 1967, a separate Vietnam Bureau \vas established i~

A. I. D. in Washington with a staff of about 450 - - the only Regional

1.1
Bureau dealing \vith a separate c~untry.

D. Major Issues in the Vietnam Program 1962-1968

A major revision of the A.1. D. program began in early 1962.

This was stimulated by an increasing recognition of the require-

ments of the U. S. Government counter -insurgency program on the

part of A.. I •. D. top management, coupled with dissatisfaction voiced

from the \iVhitc House-sponsored Special Group for Counter-Insurgency

regarding A. 1. D. 's performance in support of counter-ill.surgency

. efforts.
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As a first stepl those activities which contributed to

cotinter:-insurgcncy \vere ide~tifiedand given a priority status.

SecondlYI the Mission was reorganized to focus attention

on 'rural and counter-insurgency prograllls. This reorientation

requiIed significant personnel changes.

Any selection of policy issues during the 1962-1968 period

is necessarIly arbitrary. There have been literally hundreds.

Those following are ones that have come f<?rcibly and repeatedly

to the attention of top levels of the U. S. Government in both

Washington and Saigon:

. Traditional A.I. D. vs "Counter-Insurgency" Approach

Fragmentation of Program and Numbers of U. S. Personnel

·Local Currency Funding

U. S. Advisors in Provinces

Militariz.ation of Program

A. I. D. Staffing

Rural Urban Balance Within the Program

U•. S. A. 1.0. Organization

Ac1ministration of elP

What type of Health Program.·
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:~Several major issues are covered in other sections:

L~d Reform - ~ under Agriculture

Deficit Financing - - under Economic Stabilization I

. Civilian Casualties -- under Health

,1. The Counter-Insurgency i\pproach

For several years a major controversy continued as to the

proper role of A. I. D.in the Vietnam counter'-insurgency program.

There were those who contended that the, traditional A. 1. D. approach

to long-term economic and social developnlent \vas the best con­

tribution that A. 1. D. could make to building a strong government

arid defense posture. Others felt that in the increasingly hot \var

atmosphere l this approach had to be either modified or abandonedJ

with greater emphasis on activities that would affect the attitudes

of the peasantry toward the government.

This doctrinal and philosophical problem l with deep programming

'and operational implications l has plagued the Vietnam program.

The problem has several facets.

a. Type of Activities

Most A. L D. personnel have been schooled and experienced'

in assisting underdeveloped countries achieve ec?nomic growth

and social ilnprovement through assistance programs which are



'. ..

carefully planned to develop institutions and train manpower

to enable the recipient to operate and expand such activities

independently. The more extreme traditionalists felt that the

only things worth doing by A. I. D. were those which would

strengthen Vietnamese institutions in order to enable orderly

.economic and social development once the military had taken

care of the present emergency - - an operation in which they

saw little legitimate A. 1 D. involvement. By contrast, those

skilled in dealing with insurgency advocated high-impact,

political- and security-oriented activities with maximum flexi­

bility and minimum financial controls. They operated from the

premise that there would not be any long term in \vhich to improve

.' the institutions of Vietnam unles s the short -termJ political- and

security-oriented programs were'successful. The conflict between

the two approaches was particularly acute in 1962-63 but continued

until 1968. As the counter-insurgency program was set in motion

these differences caused conflict between. the majo.r teclmical

divisions and the counter-insurgency 0:r:'ganization of the MissionJ

successively operated under the names of Office of Rural Affairs J

Office of Field Operations J Office 'of Provincial Operations, the.

inter-agency Office of Civil Operations, and the present CORDS.

394
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b. Method of Operation
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.,
~oine of A. I. D~I s· tra?itional programming and financial

management principles have been suspended in Vietnam in the

interest of getting 'the job done under \vartime conditions. In son1e

cases this has been questioned merely because of departures from

the way that rrA. 1. D.- does things, " but in other cases major

.principles and matters of substance are involved. Illustrative
1-- _ . _
J

of the latter was the decision to "deprojectize II the A. 1. D. program.

This was intended to produce a quicker procurement of goods and

services than was possible under Ilproject II procedures. The'latter

were designed to insure sound management of l\.. 1. D. programs in

a peace -time situation and involved rather elaborate and tin1e-

con~uming joint planning with the host government. To make the

program more responsive to the needs of counter-insurgency,

procedures were modified to eliminate the project planning and host

country agreement prior to procurelnent of cOlnmodities. In effect,

A. 1. D. moved toward the wartime military concept of stocking

commodities and recruiting pers?nncl based on general estimates

of future requirements .

.Although it is more expeditious to proceed on the b.asis of

general estimates of future needs, this often created the problem

that the Government was unprepared, unwilling or unable to take
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supporting actio11 1 e. g. 1 provide qualified personnel or financing.

Thls in turn resulted ~ an increas~d requirement fbr'U. s.

personnel to be operators rather than advisors.

Related to this was the question of financial management

a.nd the strictness of audit. The urgency of the war support

operations often seemed to argue for lowering standards of financial

. ac·countabilit;y. On the other hand, the loose management associated
.I

with lack of accountability not only wastes' resources but encourages

corruption, amajor problem which itself threatened to weaken the

war effort.

The question of how closely to audit A. 1. D. field counter-

insurgency operations and to what standards \vas argued frequently.

Because of the need not to interfere with urgent new types of

counter -insurgency operations, the ,shortage of auditors even to

cover work needing to be done in the major cities, and the poor

security in the field for auditors, there was an initial tendency' to

go light on audits. As management problems became acutely apparent

in provincial operations, evidence of loss of comlnodities and their

unintended use by Vietnamese officials n10unted, and Congressiqnal

investigations and criticism intensified, auditing was increased

substantially. While auditing procedures had to be more flexible

than norlual toaccomn1odatc effective reactions to emergency
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situations which deviated ·from plans, they nonetheless

served to 'Ut1COver significant. misuse of'funds~ such as Governn1ent

of Vietnan1 province chiefs using A. I. D. ~purchased piasters to

buiid up a pagoda or purchase a personal automobile.

In addition to relying solely on post audits" some of A. r.D. IS

financial management personnel were used to ad vise and assist

both American and Vietnamese provincial officials to avoid inis­

takes "and irregularities in the first place. At one point, joint

American-Vietnamese provincial budget teams traveled a regular

circuit to the provinces to assist both in budget formulation and

on procedures for streamlining fund control and' disbursement.

c. Conclusion

From 1962 through 1968, there was continuous question as

to the balance between the traditional A. I. D. and the counter-insurgency

approach. A. I.D. had had little experience in counter-insurgency

on direct operational war support (except for economic stabilization)"

.such as is involved in Vietnam~ nor was it equipped to operate

this type of prograln•. As years passed~ the counter-insurgency

approach increased in its ascendency, but in 19G7 the progralTI be­

gan to return to project procedures and concepts for much of its

..
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operations as a series of developmental activities were directed

toward post - war rehabilitation.

2. Fragmentation of Program and Numbers of U. S. Personnel

. A. I. D. management has been continuously plagued \vith these

two related problems. Theoretically" all efforts should be

concentrate~on the few activities that contribute most to winning

the war•. On the other hand" virtually every field of governmental

: and human activity is involved in some way in the Vietnan1 struggle,

and virtually every specialty can n1ake an appealing case for

support.

With respect to nUp1bers of personnel, many have argued that

the Vietnam program is over-Americanized to the detrilnent of local

initiative and local political. strength. The continuously increasing

numbers of Americans" particularly those who dabble in ~ternal

civilian affairs of local government" provide a bas~s for the growth

of anti-Alnerican feeling which is inimical to the war effort. A. I. D.

found itself torn bet\veen its desire to hold do\Vll the number of

personncl" the .desirc of Congress for more extensive controls and

the desire of politically important groups in thc. U. S. for many more

social programs which would require more personnel.

There have pcen a number of program and policy reviews aimed

-at eliminating marginal activities and concentrating on those which
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. are 1110st ilnportant to the current \var effort. I-Iowever~ criteria
! ~

for'deciding on their relative in1portance have been difficult to
J ;

agree on.

The local politic~l scene .in the U. S. also In.Hitated against

being able to cut out n1arginal actiVities or hol~ down sta.ffing

levels. Indeed~ the priority of an A.I.D. /Vietnam activity is

very much a function of the personal value systelu and ,scale of

priorities of the individual involved. A number of Congresslnen'

have traveled to Vietnam and put pressure on A.I.D. for increasing

the allocation of funds and personnel to activities in which they ha ve

identified weaknesses or have a particular interest. Among the

principal examples: Senator Edv/ard Kennedy and his interest
. 2/

in refugees~ n1edical aid and' social \veJiare;and Congressman

John 1V10S8 and his emphasis on morc and better auditing~ more

and better screening and control of commodity transactions of the

comrnercial ilnport prograln~ and U. S. support of land rcforrn .~J

There have also been a nU111ber of special missions sent to

Vietnam by the \Vhite I-Iouse" or as a result of SOlne ag(~ncies'

representations to the \Vashington inter -agency Victnaln Coord inciting

C01l11nittec. Exanlples arc: Secretary Freernan' s agricultural

nlis.sion" Secrc:tary Gardner's ITcalih J Education and \\'elfare rnission.,
",
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the special medical survey team of~eadingU. S.· docto!:,s" reprc-

seritativ~s from the VeterCl;l1s Adn1inistration; etc..·In each of these

cases" one or more specialized activities have been highlighted as

having a critical role in the support of the war effort" whether it

be the promotion of forestry and sawmills,; an agricultural college J

a new university, new veterans I fa?ilities, a new hospital for

children, rural electrification, or television.

This problem of fragmentation can be summarized as follows.

The Mission sought to establish an overall strategy' with program

and project priorities. However, because these necessarily became

pu1?lic" they offended backers of progrmns who found their program

,vas not toward the top of the list. Thus" the priority approach was

. dropped" leaving no way to determine which programs should be

supported. In the end" almost all program s were supported, placing

an excessive load on the Vietnamese Government i4 terms of manage-

ment. and on the economy in terms ,of inflationary pressure.

3. Local Currency Funding

In Junc", 1962, .A. L D. authorized a cash purchase of $10 million

worth of piasters to" provide the counter -insurgency operations' in the

provinces with adeguate funding. The rigid government budget

procedures did not permit tiIncly funding of new. activities. Hence"

.many of the activities for which the U. S. hap provided pcrsonncl and
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" comrhodities were u~'able to function since they lacked the supporting

, 'loc'al cu.rrency. Adequate local curre!lcy support has continued to
I;" . " .'. ' ,

'be one of the knottiest problems.

. 'The French left a legacy of hidebound budget and financial

p~ocedures designed to meet the needs of a colonial power requiring

maximum control and insurance against financial irregularities.

Essentially" it involved a pre -audit approach to all expenditures of

, government" meaning that oftentimes there \vere delays of months"

if not years, in making disbursements for budgeted items. Most

expenditures required approval of some minis"terial authority in

Saigon. Obviously" when em.ergency expenditures were required to

take care of refugees" to purchase materials for urgent construction

or to hire local officials, this procedure \vas a serious handicap.

u. S., personnel and equipment could be immobilized for long periods

of time in the provinces because the local currency was not provided

to construct necessary buildings" hire trucks and boats, and pay

local labor and technicians.

When the Governn1cnt bureaucracy proved to be almost impervio~s

to U. S. advice, blandishments and 'pressure to speed up their

budgetary and disb\}rsen1ent operations" various devices were tried

to solve this' problclu, at least ill the short run. The $10 million
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> ,"::piast~r purchase was one of the first of these. Such eJ?"ergcncy

devices .were cbnsid~red counter-productive by some: because they

relieved the pressure for action by the Vietnamese and thus provided

a disincentive for badly needed reform. Yet the pressures were so

great for proceeding 'with programs and for utilizing the American

personnel and equipment already oJ! the spot that ad hoc funding

measures were utilized.

After starting with the $10 million piaster purchase, the

Government was induced to set up a special counter-insurgency

chapter within its own budget to make funds available directly to

province chiefs 'without many of the conventional intervening

ministerial budget allocations and financial controls. The use of

the American-purchased piasters had required a counter-signature

or "sign off" by the local American representative, generally the

A. I. D. provincial representative. In an endeavor to keep things

moving with the new pacification fu?ding, and partly to protect the

Vietnamese province chief against unwarranted criticism or prose­

cution under the archaic government financial regulations, the

American "sign off" authority continued to be required for a time

for the use of thcs~ funds. Later, the American "sign off" authority

was terminated, .leaving the Americans, without this leverage,
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I
to rely on advice and. persuasion to get local Vietname~e officials

to perform as we felt neces~ary on joint activities.

'Gradually" funding of provincial pacification from the national

budget was enlarged and liberalized. This systenl" after five years

of operation" has reached a very satisfactory level of speed"

flexibility and accountability.

A more recent development in an attempt to circumvent dis-

, bursement rigidities was the establish...'!TIent of the "Prime lVlinister's

Trust Fund" -- now the "President's Fund. ff This involved U~ s.

agreement to allocate counterpart to this Fund and the Prime

Minister's agreement to allocate a large amount back to the USAID

for direct disbursement to special activities requiring expeditious

funding that can be assured 'only under U. S. control and procedures.

A large amount of counterpart has been generated each year

from the piaster proceeds of A. L D. 's commercial,import program

and P. L. 480 sales. The allocatio;n of these funds occasionally

was the cause of disDute between the U. S. establishment and the
A .•

Government of Vietnam and arriong U. S. agencies. In the early

1960' 5, most of these funds were allocated to the Vietnamese defense

budget with conditi9ns attached whercunder the IVIAAG (more

recently l\1ACV) could control their disbursement and use thC1TI as

John M
Rectangle



. I . •
leverage for agreenlents \vith the Vietnaluese defense authorities

regarding joint deferise ·operations. MAAG and IVIACV \vere

also' felt that its support of counter-insurgency" not to speak

of sonle of its more conventional programs, required similar

leverage by the allocation of counterpart to the local currency

funding of A. I. D. projects (A. I. D. proj~ct~ had generally had

: to rely primarily on the slo\v and uncertain Vietnanlese budgetary

and expenditure procedures for local currency support.) and

urged larger allocations for these purposes. 'VVith recognition

of the increasing importance of civil actions in counter -insurgency"

the U. S. Mission Council and the inter-agency policy groups in

Washington moved progressively towards sharing more of the

u. S. -controlled local currency with the civilian programs.

4. U. S.Advisors in the Provinces

A new Office of Rural Affairs was set up in 1962 under a

ne\v senior staff member, who was recruited from outside

government because of his earlier intimate experience in civil

affairs 'work in Vietnam. This office consisted primarily of a

group of generalistp who 'were stationed in the provinces as

A. I. O. "proviIlcial representatives" in order to expedite the
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implementation of rural ·programs. The office also initiated. .

. several new types of activities" such as support of the Strategic

Hamlet Program, \vhich had not previously been a part of any

teclmical division program.

One of the key elements in the new A. 1. D. approach was

the positioning of A. I. D. provincial representatives in the
i
I

provinces. At the beginning of 1962, an official letter request

from the Mission Director to President Diem that this be

permitted on a selective basis \vas rejected by the President,

presulnably because it would represent too much inier:-ference

by the U. S. in local political and administrative affairs. How-

ever I on an informal basis without again raising the question",

. A. 1.0. liaison officers were detailed to accolTlpany the first

integrated pacification operations in mid-1962. These officers

ren1ained resident in the provinces concerned for several rLlonths

and rapidly proved their utility and value. The practice then

gradually expanded with the full knowledge and often the

collaboration .of Ngo Oinh Nhu, the brother of President Diem.

The Office of Rural Affairs continued for about two years in its

original form.. during which tirne provincial representatives were

recruited and placed in most provinces.
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.There has long been doctrinal disagreement regarding the

appropr~ate number ofU. S..civilian advisors outside of Saigon

and the administrative level (e. g.:I province vs district) at \vhich

they should be stationed. One school of thought contends that the

Government of Vietnam is incapable of doing the things that have

to be done in connection \vith the war effort at the province and

. district levels" and on which U. S. investments and lives often
.I

depend. Consequently" large American staffs should be stationed

in each of the forty-five provinces ~o actively assist or to take

over and do the essential functions in a variety of fields; e. g. "

refugee relief" medical care" logistics" and construction. It is

further argued that the district level is crucial to counter-

insurgency because it is there that the most remote outposts of

the national government come into contact with the masses of rural

population which the Viet Cong strive to influence and take over.

Consequently" it is further contended that U. S. advisors and

.operators are also needed in most of the approxiInately 245 districts

in Vietnam•

. The opposing school of thought contends that Americans can,

never do the largely.political job that has to be done at these levels.

The national government must win the support ancI allegiance of

John M
Rectangle



..

··its rural pcople. It makes the national government and its officials

". ' appear·~ot only :incompetent.but as vassals of the U.·S~ to have

. American advisors so obviously performing the essentiail functions

at these local levels.. Because the essential job is to induce or

force the Vietnamese to become capable and self-sufficient at these

levels, the U. S. presence should be minimal.

407
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. -; In varying forms each year s:ince 1963 this dispute has occupied

the time and attention of top management in Saigon and \Vashington.

Until large nUmbers of U. S. combat troops \vere introduced, a

middle-of-the-road position was taken whereby A. 1. D. Provincial

Representatives were placed in each province \vith one or nlore

assistants, and district representatives were avoided.

However, after U. S. troops became involved in combat at all

levels, the numbers of U. S. civilian advisors' at the province level

were increased and in a number of :L~stances civilian representatives

were stationed at the district level. However, because of the

nature of the problems at the district level, tenuous security, and

. the shortage of A. I. D. civilians, the district advisory task was

largely staffed by U. S. military personnel. In many cases, they

worked on essentially civilian activities half~time or morc, and

served as the A .. 1. D. representativcs at the district level in such
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things as distributing.A. 1. D. -financed comn1odities and controlling

and obs~iving their end use ..

In retrospect" most of the senior A. I. D. officers concerned

. . .

believed that the initial rural affairs effort. was an essential step

in the right direction but that it was w'eak in concept and adminis-

trative expertise. It created severe problems of coordination with

·A. I. D. 's technical offices" placed dedicated but relatively in­
J

experienced staff in central positions" and \vas not \vell integrated

with military and other programs operating in the same area.

The original rural affairs effort. has undergone a number of

nl0difications and reorganizations" several of which are described

in some detail in the separate Pacification Program section.

5. "Militarization" of Program

As the \var increased in intensity and the U. S. military presence

increased dramatically" first on an advisory basis and later \vith

combat troops" it was often debated at the policy level within State,

A. I. D. and inter-agency forums whether the military influence was

harming civilian programs. This took several forms. One which

will not be further discussed here was the criticism of both

Vietnamese and U. S. tactics involving massive and often random

· artillery barrages and airstrikes on villages which were latcr found

· to contain few" if any" Viet Cong" but in which many civiliGl1s werc
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killed or injured. Obviously" such an experience would ·tend

to alien~te large sections of th.e Vietnsunese populace" at a tinle

.. when A. 1 D. and the civil side of the Government of Vietnanl \verc

.. investing large amounts in the winning of their loyalties. and .

."hearts and minds. II

Another type of conflict arose when the interests of the large

military establishment called for sonleparticular type of action

in the civilian sector which seelned to militate against the

objectives of the political" social or econoDlic effort. Examples:

drafting Vietnamese teclmicians needed critically in civilian

ministries" crop destr.uction as a denial technique" and forced

movement of villagers as a security measure.

However" the most pertinent aspect" for the A. 1. D. program,

was the need for A. 1. D. to hire retired military personnel" or

to use 011 a one -year loan" uniformed personnel de~ailed from

the active armed services. Large numbers of retired military

personnel were hired because their experience and personal

qualities seemed to match the re9uirements of the counter -insurgency

and iogistical tasks with which A. r." D. was charged in the provinces.

Nonetheless" the staff shortage persisted and A. 1. D. frequently

turned to the Army to borrow both generalists to serve as
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provincial representatives and specialists, such as supply advisors

I ; .' . ." , .; ;" ...,.

and meqical officers. In Som.e cases" entire detachn1ents were

410

detailed to ~ I. D.. duty, for example Seabee teams, engineer teams,

and port detachn1ents. In the medical area (see Health section), it

proved to be the only possible way to get enough doctors for A.!. D.

The Secretary of Defense and the Arluy Chief of Staff and some of

their key staff took the vie\v that the civilian effort in Vietnam

had to be strengthened if the military effort was to succeed.

The U. S. use of military personnel in civilian positions also

affected efforts to de -emphasize the Vietnamese military influence

in government. It was felt that an exces sive U. S. military pre sen~e

in normally civilian advisory positions might n1ilitate against

restoring the Vietnmnese civil balance needed.

Throughout the period there was frequent discussion of the fact

that these injections of military personnel introduced the "military

viewpoint" into a number of key positions where it was important

to maintain clnphasis on the political, psychological, and social

effects essential to winning the w.ar. However, since the military

officers detailed to A. 1. D. proved to be exceptionally sensitive to

poJitical nuances and social sensitivities ,and made major

contributions to A. 1. 0 .. operations, the discussion never crystallized

and no action resulted.
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.6. A~ I. D. Staffing

Of equal concern was the development of an operational, capacity

in'the Mission to assure effective implementation. For instance,

direct involvement in civilian logistics operations 'sent numbers of

U. S. personnel involved from three in Saigon and one part -time in

AIO/W in 1962, to a recent peak of 220 in Vietnam and 230 in the

U. S. The USAID refugee relief organiz ationin Saigon \vent from

zero to over ninety. As the personnel requirements of the Mission

mounted from a level of 200 in 1962 to a 1967 high of about 2" 500

(excluding military support teams and units), a variety of devices

had to be used to provide staff. Quantitatively, the principal input.

came from massive recruitment drives in the U. S. A personnel

organization was built up in the Far East Bureau, later transferred

to the Vietnam Bureau, which involved about 200 people in recruit­

ment and processing of new personnel for Vietnam.

To provide the necessary personnel, a variety of administrative

devices were used. Initially" appeals for volunteers. \vere sent to

all A. I. D. staff.' Later,. for key vacan~ies, certain needed

individuals were identified and personal messages from the

'Administrator asked them to accept a Vietnam assignment because

they had been identified us one of the best" if not the best" persons
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in AJ I. D. for the job. Still later~ a; more drastic app~oach had

. .

to be used - that of ordering needed personnel to Vietnam~ some-:

·times under. the threat of separation ifthey would not accept.

. The latter could never be applied uniformly because only the.

best of the A. 1. D. personnel in certain very scarce categories

could be considered for th'e exacting Vietnarn assignments. To

arbitrarily separate these people for refusal to go to Vietnam would

have been very damaging to the Agency.

Throughout all of this period" both the President and the

Administrator stated repeatedly that Vietnam requirements had

highest priority. This turned out to be very difficult to implement

and the result was that urgent Vietnam A. I. D. operations sometimes

did not get the desired and needed personnel and conversely many

progl'"'ams elsewhere were hurt because of the transfer of key personnel

to Vietnam.

However~ even the massive re.cruitment campaign and the

"Vietnam draft II within A. I. D. fell short of staffing the vacancies in

the Mission. Cons·eque.ntly~ A. 1.0. turned to the State Department

Foreign Service and the Department of Defense for personneL Not

coun~ing the 600 -7qO personnel loaned for long periods in organized

military units~ the Department of Defense" during 1964-19G8" loaned

-183 military personnel" mostly officers, who were ,Placed on the
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A. I. 0: payroll to temporarily fill civilian positions. In the san1e

.
period" .approximately 400 Foreign Service officers served froln

one to four years on detail to A. I .. D. in Vietnam.

7. . Rural-Urban Balance \Vithin the Program

Before the program was redirected toward counter-insurgency

in 1962" the initial benefits of the A. L D. progran1 gravitated to

urban areas, regarclless of whether this was the long-range intention

or not. The commercial i!nport program supported L'I1dustry and

commerce which was largely urban based. The focus of the U. S.

advisory effort was at the national ministerial level and thus it \vas

left to the respective ministries to get commodities and improved.

services to the rural areas.

The 1962 reorientation recognized the need for a great deal

more attention to the rural population and its problems. Not only

were new operations originated by the Office of Rural Affairs but

the programs of some of the technical divisions were modified to

include such things as the Inassive progr.am for c~ementary Ithamlet

schools II in the provinces. As the year.s passed, this priority

became more lneaningful until it reached a point where relatively

·little attention was given to what might be called urban problcn1s.

A 1964 study by the RAND Corporation financed by A. 1. D. took

. issue with this allocation of priorities and recommended rnore attention
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prices ·for rice added to the deteriorating security situation; poorly

. Dl0t1vate.d governnlent workers and ineffectual leadership undermined
. .

the rural programs A. I. D. was pursuing. Nevertheless, the

.inflationary danger was so alarming that it was felt that rice prices

. had to be kept dovln. However, only months after the devaluation of

June" 1966" it appeared that the inflation had been contained, at least

for the time being. The U. S. comnlenced discussion \vith the

Vietnamese Government to raise the price of rice substantially in

order to gain a political impact in rural areas by increasing farmer

incODle. This was accomplished through the following 'Ninter and

spring with resounding benefit to the Vietnamese farluers and withQut

serious detriment to the urban populatio:l which was receiving sharply

increased money inconle due to the war boom.

8. USAID Organization

The organizational lines of authority within the USAID beca..'TIe

complicated and often unclear since the 1962 initiation of the Office

of Rural Affairs. It and its various successor offices provided a ne\v

line of authority from ~he Mission Director to the· province level which

cut acros s the technical division rs lines of authority. The technical

divisions" usually staffed by senior A. 1. D. personnel, resisted

relinquishing authority to the usually younger, specially recruited,
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generalists who \vere put in the provinces as provincial representatives.

For' several years" the ,Office of Rural Affairs did not work the \vay .
J' , . •

,it was supposed to and a major part of theA.!. D. program continued

to flow through technical divisions. The ne\v provincial repre-

. sentatives were largely concerned with ne\V and special operations

such as training and equipping the Strategic Hamlet cadre.. The

technical divisions continued to supervise their projects in the

provinces" bftenthnes without informing the provincial representative" .

This problem \vas reinforced on the Vi8tnamese side. There, too,

the ~echnicalministries had their representative at the province level,

theoretically under the control of the province chief, but often more

responsive to the Saigon ministries.

On the A. 1. D. side, this problem was addressed in a variety of

. forms (see Chapter XIX) culminating in the present Civil Operations

and Revolutionary Development Support (COR OS) management system.

There still" however, remains the basic mariagement dilemma where

A. I. D. provides most of the funds" personnel and commodities which

are us~d by the special, ·operational inte.r-agency CORDS organization.'

This still gives rise to occasional disputes between a technical

division in Saigon and field representatives in COR OS as to how

A. 1.. D. money should be spent on a technical division function. at the

provincial level.
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" Tlie basic conflict between the across -the -board provincial

." . operations approach of the counter -:ii1surgency progr'alll and the

operation of the teclmical divisions has never been fully tesolved

and" indeedJ ' is common to every geographic division of functional

progralus. As a practical matter" strong forces have militated

against the complete abolition of tech..nical divisions. For example"

Secretary of .L~griculture Freeman" at the President's request J has

highlighted the importance of agriculture as a field of activity and

reinforced the field-of-activity approach by adding U. S. Department

of Agriculture support to USAID's agriculture division. The health

program" which became a major focus of public and Congressional.

attentionJ is not only a highly technical field which requires the

field-of-activity approach but needs a separate identity in response

to public interest and Congressional intent.

9. Achninistration of Comnlercial Import Program (CIP)

For its many large Commercial Import Programs (CIP's) over

the ;)TearS J A. I. D. and predecessor agencies traditionally operated

in a banker's role to provide foreign ex,?hange J and depended

primarily on the forces of the market place and host government laws

and actions to make them operate effectively and honestly. In most

peacetime situations" particularly those administered by fairly
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sophisticated recipient governn1cnts, this has worked well. For

,profectionJ A. I.D. relied mo~tly on post-audit spot-checks and

the right to clairn refunds from suppliers or. the host government

in case of violations of agreement or A. I. D. regulations.

A large Commercial Import Progrcun had been administered in

Vietnam from 1954 to about 1964 on this basis \vithout too many

serious problems, although there were a few well publicized "scandals. "

As the intensity of the war increased, the Commercial Import Program

became a major tool of U. S. policy and support for both the \var

effort and econolnic stabilization. The CIP is discussed further

under the economic stabilization section - this section discusses the--------------nlanagement and administration of the eIP.

An unrealistic exchange rate" the disorder of war, administrative,

political and moral chaos from rapid changes of governlnents, and

the ever-present "shady operators" who capitalize on war situations,

all seemed to converge on the Vietnam CIP and to precipitously makc

it a public "mess" and much ':'deplored "scandal." Infernally, A. 1. D.

management was increasIngly a ware of yarious individual problems

and was moving, albeit too slowly, to remedy thcm. 1\tluch of the

slo\vness had to do with -our inability during 1964 and 1965 to find

adequate personnel to manage the program. In addition, there were
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::internal debates on whether we should' continue to operate the

. .
!Viefnam.elP in the traditiona.1A. I. D. manner - - through private

commercial channels with a minilnuln of government management

- - or whether the U. S. should run the program or at least control

" it more closely. It was also argued that despite marginal

imperfections which were over -publiciz ed1 the basic and critical

economic objectives of the ClP were being attained, and that tighter

controls would inhibit the fairly fast -moving flow of corrlmodities

urgently needed in the Vietnamese economy - - fuels, construction

materia11 machinery, pharmaceuticals, etc. On the other hand,

it seemed to those who were more operationally Ininded and

attuned to political realities that we couldn It afford to rely on

private market forces so completely and that more safeguards were

needed.

Very few people in A. 1. D. staff or top management understood

the intricacies of the adn1inistration of the ClP and the many points

at which the procedure was vulnerable to irregularities. The ClP

had been traditionally aclministere,d in the Mission by one midd~e-

level supply advisor. Although the economic aspect of the CIP

was reviewed intensively in preparing the annual program presen-

tation to Congress" its operational aspects received rather'

419
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perfunctory revie win· ~Vashington, generally by people who kne~v

,relatively.little about the detailed facts of commercial or economic

life in Vietnam.

. Some of the peculiar vulnerabilities ofthis program had to do

. with some real and much suspected diversion of A. 1. D. -financed

commercial imports to the Viet Cong, particularly in the area of

explosives and pharlnaceuticals. Although many of the lurid

allegations were never proven, the potential danger was more than

enough to justify tightening procedures~ Also, a few spectacular

examples of fraud by U. S. suppliers selling worthless items such

as "battery additives II and bottled sea water to Vietnalnese

importers further dramatized the need for pre -audits or controls

before the fact as opposed to post-audits. Other irregularities of

particular concern to the Government of Vietnam, as well as the

u. S. had to do with capital flight manipulated through over-invoicing

on import documents.

The internal efforts of A. 1. D. management to iInprove the

administration of the Vietnam CIP was overtaken by a flood of
4/ .

investigations by Congress, - by the General Accounting Office, and

by the Inspector General, of the Foreign Service which attracted so

. much public attention to a few celebrated "scandals rr as to become

a matter of grave concern i.o the highest levels.
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Tpe public and Congressional attention to this matter strengthened

.those\vith~nA. Ie D. who favored reform .of CIP manageluent and more

detailed scrutiny and controls prior to and during the commercial
. .

tranf5'actions.. As a result" a separate office ,vas set up in both

. Washington and in Vietnam ih FY 1966 to deal \vith the administration

. of the CIP" headed by a senior A. I. D. official.

Expert staff was recruited, in large part from outside the Agency,

to do commodity analysis and review the Government licensing and

trade practices. A. I. D. regulations, particularly Regulation 1, and

the associated Supplier's Certificate \vere tightened and especially

tailored to the Vietnam situation. Saigon port procedures, customs

clearances" arrival accounting, and post-audit \vere also strengthened.

The massive efforts at improving the administration of the Vietnam

CIP focused the attention of top management of the potential vulner- .

5/
abilities of other CIP's around the world. In early 1967 a special study-

(the Tennant Report) was made of the A. I. D. overall administration of

CIP's stimulated in large measure by the V:ietnam e?Cperience.

10. What Type ot Health Program Should We Have?

,Underlying the separate section which deals with the health

program and the issue of civilia.n casualties is a controversy which
. ,

has continued since 1962 regarding what sort of a health program A.1. D•

. s~ould have in Victnanl. It has gone through several phases. In 1962

the big issue was. whether A.1. D. should continue with basically
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preventive medicine programs or whether the progralTIS should·

emphasize curative medicine because o~ ~ts humanitarian aspects

and political impact. The A.!. D. health people supported the

preventive medici.ne approach, citing the long-range benefits of

such things as malaria controlj health education, and environmental

sanitation. Ho\vever, the mounting need for political impact in the

counter-insurgency program and the appealing nature of n1edical treat­
I

mient of ~ick and \vounded people" of which all countries in Asia have

many, was oyer\vhelmmg. The program was modified to bring American
. .

medical-surgical teams to various provincial locations to assist

hard-pressed Vietnamese medical personnel. As the war increased

in intensity, there \vere many m.ore civilians wounded to be cared for -

one of the critical factors in deciding on this change.

This effort \vas steadily increased and the American investment

in medical progralTIS skyrocketed. Largely because of the conviction

within inter-agency polic:y groups within the executive branch that .

these curative medical programs bolstered counter-insurgency, they

were steadily enlarged during the 1962-6,5 period. The U. S. Public

Health Service was enlisted to recruit surgical teams.

With the increasing intensity of the war" the involvement of U. S.

cOlnbat forces, and mounting domestic opposition to this U. S. involve-

ment" the medical and refugee situation became a focus of political

attention in the United States. Many group~ cited cases, son1C l'cal
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some grossly exaggerated _. of the civilian casualties caused by U. S.

,forces and the seemingly callous disreg~rd on the part of the U. S.

Government for treating the many si.ck and \vounded civilians in

Vie.tnaln. This also became an international propaganda issue•. It

concerned not only the usual critics of the U.S. policy and A.I~ D.,

but with the exposure of theU. S. public by television for the first

time to the horror of the warJ it also concerned many suppo!""ters of
i .
I

A.1. D. Senator Edward Kennedy, among others, \vas a leader in

criticizing what he considered inadequate attention to civilian casualties

and health matters by both the GoV(~r~lment of Vietnam and the United

States Government. These pressures induced the Executive Branch

to go even further in increasing medical programs.

E. Other Aspects of the Expanded Program

As the counter-insurgency build-up proceeded, A.1. D. was

concerned as to whether the program content and bala~ce was correct

fo~ this new activity in which A. I. D. had had little experience. In

«:tddition to hiring personnel with backgrounds in counter-insurgency

A. I. D. turned to the R~D·Corporation for additional study.

. . RAND personnel haS been used since late 1963. Their first
\.

report '!las issued in early·19G4. R.t\1.~D's studies and recommendations

emphasized bas~c doctrine on economic policy and counter-insurgency"

but also touched on other aspects of our prograrn such as logistics.
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Many of their views were" controversial, and not all were adopted,

but 'they provided one of the major input~ at a time when A. I. D.

was groping for policy and proper program balance.

, The introduction of increasing numbers of U. S. troops also
. .,~

created a variety of economic problems. The Saigon port problem

became a major issue v:.rhich threatened to strangle the Vietnamese

.e~?nomy and cause the A. 1. D. program to break do\vn because of the

limitations on the capacity of the port to unload simultaneously the

tremendous stocks of military supplies being sent in and to accom-

modate the ever -increasing civilian traffic \vhich had already over-

taxed the port and its obsolete facilities. The presence of the U. S.

military not only helped to create this problem but military personnel

provided the key measures to solve it." In addition to constructing

their own port facilities, they provided"large numbers of military

personnel for key operations at Saigon and other ports. Some of then1.

were specifically assigned to help 1\. 1. D. and the Vietnamese port

directorate on civilian operations.

Support flowed both ways in the early days of the military buildup.

A. I. D. was able to provide several critical inputs into the milita,ry

effort. ·For example:" A.I. D. -financed dredges were transferred

_from inland waterways in the Delta to theDa Nang port to assist in"

dredging until military dredges could be brought in. Also} a nunl ber
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of A. 1. 'D. warehouses wel"e used in the initial construction at

.Ca.rnRanh. Bay. More recentlYJlA. I. D.' constructed the largest

. warehouse complex in Vietnam at Thu DucJl near Saigon. \Vhenit

was' finished it was determined that the u. S~ military should take

. over this. complex civilian Saigon port area.

In addition, the Department of Defense undertook responsibility

for other war-related activities, e. g., televisionJl certain road

construction, a portion of tm police program and major portions of

the refugee relief and nledical programs. In some instances Jl Defense

took over the management of these activities and in other instances,

it was left a civilian effort \vith Defense funds being transferred in ,

an amount determined to be proportionate to the legitimate military

interest.

In a broader context, the presence of the U. S. military threatened

to precipitate economic instability far beyond that resulting from the

large buildup of Vietnamese defense expenditures. U. S. troops required

new cantonnlents" new port facilities, new airfields" rental housing"

offices" warehouses Jl drivers" interpret.ers Jl and servants. U. S.

military personnel spending for services and recreation injected

unprecedented amount~ of Inoncy into the Vietnam economy. Togct.herJl

these inflationary injections of Inoney created the major challenge

for A.!. D. 'seconomie stabilization program.
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, ~Inter-9.gency consultations resulted in Defense taking a number of

J policy actIons not nor'mal in .awartin1e theater in oI'9-er to help

ameliorate the situation. For example" a number of measui"es were

tak,en to dis<::ourage U. S. soldiers spending in Vietnam" rest and

, recreation areas were established outside of Vietnam and military

commands and defense contractors were required to D1inimize local

currency expenditures.

As the war increased in intensity and became more

of a concern in the U. S. ~ a great deal of top-level attention in the

United States Government was focused on what more could be done in

the civilian sector. A number of top-level missions were sent to

Vietnam to explore specialized areas and to bring to bear the best

ta~ent available to the United States Governlnent. Examples arc:

Secretary Freeman's agricultural ~ission; Secretary Gardner's

health" education and vlelfare mission; Assistant Secretary Wertz's

manpower mission; several V. S. medical survey teams" one involving

sever8i of the leading doctors in the U.S.; and David Lilienthal's

post-war planning operation. (~he latter \vas partially withi.n the

context of Eugene Black's Southeast Asia regi.onal activities undertaken

after the President's Baltimore speech offered post-war rcco.nstruction

help to Southeast Asia. )

Aftcr several years of relative'deernphasis of clcveloprncnt

projects" new attention was given to longer term devclopn1ent projects
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. .
in .1967 \vith a vic\\' to laying the groundwork for a quick start on

I • pos.t-\var .reconstruction. Large-scale electric' power", water supply

David Lilienthal and his firm were retained on contract to do post-war

plarm~ng and advise on the start of interim development projects.

Ho\vever" the intensification of the war" beginning \vith the 1968 Tet

of~ensive and leading to proclamation of general rXlobilization" was a
I .

setback for many longer range development activities. In fact"

~ersonnel an9 funding allocafed to such activities were being reduced

by mid-1968.

To broaden international representation in VietnamJl the United

States Government urged most of the other governments in the free

world to provide either military or economic aid to Vietnam. A great

many countries chose token efforts in the econ.omic field ,in order to

avoid the stigma of being involved in the controversial military effort

in Vietnam.

Because of the political importance of these efforts" it was decided

that A. I. D. should coordinate" facilitate~ and administratively support

these. donations of commodities or services for civilian use. A .special

coordinator for free-\vorld assistance was set up on the USAID staff.

State Department representatives took most of the initiative to stimulate

and arrange for the initial aid offers. 1\. I. D. had the joh of trying to

employ usefully all of the donations offered.
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Soine of the small token efforts \Vere more trouble to A. 1. D.

thanthey·were \vorth in mat~rial and economic terms. Ho\vever l

some of the larger and more carefully planned assistance fron1 other

countries was not only a political asset but of great assistance in the

total civilian effort. The most popular form of support from other

countries was in the medical and health field. Some t\venty-three

medical teams of various types \vere provided bJr ten countries. In

alII some thirty-t\vO countries have provided civilian aid of some

sort to Vietnam.

F. Economic 8tabiliz ation

The ProblelTI

The purpose of American aid to Vietnam has changed \vith

conditions over the years. In the early period following the Geneva

Accords of 1954" aid resources were largely directed toward recon­

struction and development of the severely war-damaged economy.

With the revival of insurgency since 1960 1 an increasing proportion

of aid resources have been devoted to support the Vietnamese war·

effort. Nevertheless l · development has never been con1pletely

subordinated l since development contributes to both political and

.military objectives and is necessary if the Victnan1ese economy is to

maintain a capability to fight the \var.

The major supporting programs have been the Comlncrcial Import

Program l which financed the ilnport of a wide range of goods l and
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~ '. the Food for Freedom (P. L. 480) progran1" which provided for ll11ports
I :
I •

of s'uch products as rice,,' cotton" tobacco" wheat flour" corn" and

milk•. Under both programs" Vietnamese importers pay into a special

fund piasters equivalent to the dollar costs of the goods. These piasters

. are then made available for spending by the Vietnamese Government

for mutually agreed purposes. These piaster receipts are in addition

to customs taxes paid by importers.

The size of the two import programs has been largely determined

by import demand and that" in turn" in the rather simple Vietnanlese

economy" was deterlnined primarily by the level of U. S. and Vietnmnese

Government spending. A stepped-up level of imports was the princ.ipal

tool to combat rising prices and counter political dangers of runaway

mfla tion since the two alternatives - - high taxation or severe import

rationing-- were not considered feasible. The political weakness of

the Government of Vietnam and the existing corruption made increased

taxation impracticable in the short tern1. Also" increased taxation

would have had heavy political costs in the urban areas. Severe import

rationing had similar disadvantages.

From 1960 through 1964" U. S. economic aid to finance com-

mercial ilnports remained relatively constant. After 19 G·1 1 . however"

the tempo of military activity increased to the point that price increases

John M
Rectangle

John M
Rectangle

John M
Rectangle

John M
Rectangle

John M
Rectangle

John M
Rectangle

John M
Rectangle



and resource shortages lOOD'lcd as a threat to the whole \var effort

~nd.had to be avoided whatever the level.of import demand.
. .

Table "1 - Vietnaln's Balance of Merchandise Pa~ents (1960 -1964)

1960 1961 1962 1963 1964
(in Inillions a f US $)

GVN Exports 84.5 69. 8 55.5 76.7 48. 5

-GyN -Financed Imports . 43.6 100.0 78.6 7'"1. 7 I 95.0

USAIO-Financed
Commercia~ Imports 1../ 167.3 131. 9 143.4 154.4 146.6

Third Country Financed ?:./ 12. 6 9. 7 21. 9 20.7 3~. 1

1/ Includes P. L. 480 Title I
'2/ Chiefly financed by Japan and France

Source: USArD /Vietnam Annual Statistical Bulletin
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The 1964 Shift

Administrator David Bell visited Vi~tnam together with Secre,tary

J .
McNamara and the State Department's Chairman of the Inter-agency

Vietnam Coordinating Comr:nittee, Michael Forrestal, early in 1964.

One of Administrator Bell's principal objectives was to secure agree-

ment to. an improved formula for U. S. support of defense expenditures

and the economic stabiliz at ion effort. Instead of trying to determine
. 'j
the level ~nd composition of imports in advance, A. 1. D. urged that

this be left to. market forces.

After a rather shaky transition period most of the conceptual and

procedural bottlenecks had been worked out by 1967-68. The ne\v

formula worked.. kept inflation under control and turned out to be an

ilnprovement in the approach to economic stabilization and financing of

Vietnamese defense effort.

The new approach broke the orthodox objections to deficit financing,

since offsetting imports would be provided as dernand dictated. Hereto-

forc.. urgent war requirements would often go unfunded if they could not

be financed currently from a "balanced" budget because of the attitude

and strength of the old -line, colonially-trained financial authorities.

Because A. 1. D. -generated counterpart and P. L. 480 proceeds

had long financed lnost of Vielnarn's defense budget, there was a

tendency by many to consider A. 1 D. responsible for shortfalls in the
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funding of Vietnam's defense effort when the eIP generation of

.counterpart piasters did not produce funds rapidly enough. This

gove.rnn1.ents. Both Vietnamese arid senior'U. S~ military officials

would often press A. I. D. for larger eIP programs to generate more

'. local currency (even when this could be done only by financing luxury

imports).
OJ

Beginning in 1964, the Vietnan1.ese started massive deficit financing

in.the form of ·advances from the National Bank (NBVN).

Table 2 - Expenditures and Revenues

(Billions of Piasters) 1960 1961 1962 1963 1964 1965' 19G6~.J1967~J

7 5 5 6 6 8 12

3 4 4 5 5 7 8

3 2 3 2 2 3 7

12 11 12 13 14 18 28

4 7 10 8 11 20 30

17 19 22 21 25 38 58

4 5 16 . 27 17 17

GVN Planned Expenditures: 15

GVN REVENUES:

Domestic Taxes 6

Customs Duties: 2

Miscellaneous: 2

Sub Total 10

FOREIGN AID 4

Sub Total 15

· National Bank Advances:

17 23 27 37 51 55 75

!./ Aetnal revenue collections in these years were slightly below the planned.
figures presented here. Totals may not add due to rounding.

. .
- Source: GVN, Directorate General of Budget and Foreign Aid
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The growing number of U. S. troops and their requirements

.wip~d out the previous problem of majo~ unclnploynlent in the cities,

but raised new problenls of shortages of skilled and semi - skilled

labor.· As unemployment (at least among non -refugees) began to

disappear, incomes and the resulting demand for goods and services

went up appreciably. Inflation becalne a threat.

Table 3 - Saigon Retail Price Index
. .(Working Class Index: Without Rent)

.I

1959

109

1960

99

1961

106

1962

109

1963

117

1964

121

1965

143

1966

244

1967

357

Source: National Institute of Statistics, GVN

u. S. Troops and the Vietnam Balance of Payments

The inflow of foreign troops had an important inlpact on Vietnamese

foreign exchange earnings and ability to finance a higher level of imports.

Although income from the exports of goods continued to decline, foreign

exchange earnings from sales of services, particularly to the U. s. ,

skyrocketed. A major military construction effort \vas mounted to

build new bases and on-site facilities. The actual work was handled

largely by construction contractors who brought a large number,

of Americans and third-country nationals to Vietnam on their

_staffs" or as subcontractors. They also hired Vietnamese workers
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,and sUf-contractors e:-..iensive1y.The piasters required. by

. all this activity were purchased. by the DOD froln the National Bank
!;" '

of Vietnam \vith dollars.

Table 4 DOD Expenditures' in Vietnam for Purchase of Piasters
($ Millions)

434

DOD Expenditures in
Vietnam 1_/

1964

60

1965

165

1966

334

1967

312

II Includes non-appropriated activities

- Source: U.S. Embassy/VN USDa

This inflow of dollars was immediately reflected in the gro\vth of

Vietnam's Exchange Reserves:

Table 5 - Foreign Exchange Reserves
($ Millions)

1960 1961 1962 1963 ·1964 1965 1966 1967

Year-end OffiJial
Reserves !- 216. 4 173. 3 153. 1 174. 5 135. 7 172. 3 300. 7 32 6. 8

~ "

1 I Excludes Commercial Bank holdings

It was illogical for the U. S. to continue large -scale ilnport financing

while VictnalY1CSe foreign exchange reserves grew. One obvious approach

. .
to this issue was to induce Vietnarn to usc rnore of its foreign exchange
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t() finan<?e commercial inlports, thus reducing the need for A. 1. D.

·fund~ for this purpose --and this was done.

Increased Imports

As a result of it's increased foreign exchange earnings J the Govern-.. .".

. .
.ment sharply increased impart licenses financed \vith its own funds.

Table 6- Value of Import Licensing \vith Vietnamese Foreign Exchange
($ Millions)

":.1960

. 73

1961

90

1962

58

1963

95

1964

92

1965

116

1966

246

1967

288

Ho\vever" even this increase was not sufficient to dampen inflation.

A. 1. D. -financed imports were also increased substantially through 1966.

Table 7 - A.!. O. -Financed Commercial Imports
($ Millions)

1960 1961 1962 1963 1964 1965 1966 1967

144.2 180.0 94. 5 105. 8. 144. 6 231. 6 321. 2 79.3

- Source: USAIO/VN Annual Statistical Bulletin

Food for Peace Aid- under P. L. 480

There was also a considerable increase in the quantity of agricul-

tural comlTIodities imported into Vietnam through U. S. financing during

the period.
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Table 8 - Food for Peace (P. L. 480) Licensing
. ! ($ Millions)

1960· 1961 1962 1963 '1964 1965 1966 1967

Total 9.3 13. 5 27.1 29. 3 42. 5 55.1 95.4 158.7

Rice' (0) (0) (6. 4) (0.1) (0) (12. 1) (31. 7)

Rice Licensing
under elP (10; 3) (19. 5) (0) (0)

1:-1 As an emergency measure rice was imported under US elP
financing in 1964 and 1965.

The Rice Problem

The increasing importance of rice imports into what \vas tra-

ditionally a rice surplus area requires comment and constituted an

important factor in the economic stabilization program. Four major

factors may be singled out. One J there probably \vas a rate of increase in

population in excess of 2. 5 percent. Two" the effective manpower pool

(seventeen to forty-year old age group of males) in the rural areas was

sharply reduced by requirements and the pull of higher paying urban

emploYlnent. Three" farming had become more and more difficult in

the face of military action in rural areas. Four" there was a significant

shift from rice to more profitable crops such as vegetables J of which

several crops could be grown in one year in response to growing urban

dClnand.
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The rice requirement was met by large iInports of American
!: f . . .

. .
. rice ,as a temporary measure u~til a joint U. S. - VN rice production

j ;
J

program .to introduce imprpved rice varieties could produce results.
( ..
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By 1968 this program was moving forward \vith encouraging momentum.

Capital Flight and U. S. Forces

In this turbulent and unC?ertain period, the value of the piaster in

free markets such as the Hong I<ong currency market and the Saigon

black market indicated both the ternptation and opportunity for capital

flight.

Table 9 - Free Market (Hong Kong Exchange Rate on December 31 ­
in Piasters per Dollar)

1960

97

1961

98

1962

87

1963

118

1964

. 132

1965

153

1966

171

1967

168

- Source: USAID/VN: Annual Statistical Bulletin and monthly reports
JEO Ius Embassy VN

The official exchange rate for piasters in 1964 was 35 piasters to

one dollar, although the effective rat~ for most purposes was 60:1 and

foreigners in Vietnam (including official visitors) were allowed a

special rate of 73:1. By 1964, this rate was far below that avail~ble

to those willing to trade on the black market. It became apparent that

many Americans \ver:e resorting to the black market, thus facilitating

capital flight.
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.Special Curr"ency Fund

.(unbassador Lodge considered that some arrang~~ent has to be

their piasters at a rat~ more nearly equal to that available in the free. "

market.

In the fall of 1965" Deputy Ambassador U. Alexis Johnson obtained

the GVN agreelnent to a special exchange rate of 118 piasters for

personal use of American personnel in Vietnam. Under this arrange-

ment, a special piaster fund \vas established and U. S.. personnel in

"ietnam were ordered to purchase their piasters fronl it. The dollars

thus. gained were remitted to the National Bank. This special currency

fund continued in existence until November 1967. At that time all

official rates were unified at 118 piasters to the dollar.

While the USG benefited by the. greatly increased generation of

piasters for the counterpart fund at the new rate of 118 piasters to the

dollar, the Department of Defense had to continue to purchase its

piasters at the lower official rate of 80 piasters to the dollar. For a

time" after the devaluation discussed below, a lnultiple rate structure

was tolerated. Successive economic reforn1s "were undertaken when

considered to be politically feasible in Vietnam. However, after both

devaluat.ion and rate unification had been accomplished, the benefits of

the new rate accrued to all elements of the USG. . .



t· .

... ..-.

439

The EGonomic Stabilization Program .

'The Government of Vietnanl acceded to proposals for devaluation

when it became evident that internal inflation and the free market

pric:of the piaster made it imperative. The Government's initial

oppos~tion to devaluation was based on several factors. Vietnam 'was

becoming more and more d~pendent upon imports to keep the economy

functioning and a devaluation would raise the price of imports and tend

t9 push the general price level higher. There \vas little chance of

increasing the volume of exports after a devaluation because of physical

limitations in producing export crops. The provision of services to

Americans \vas the single most important foreign exchange earner

and the volume of sales was fixed by factors other than price. Ll'1

additionJ devaluation was viewed 3.S an act that would cost the Govern-

ment some political support in the cities.

Nevertheless", inflationary pressures continued to build up. Despite

the heavy increases in import licensing in 1965 mentioned above, prices

continued to rise. In part this was caused by an antiquated" monopolistic

system of licensing" , which limited the total number of importers and

the range of commo,dities that anyone firm could handle. In add ition"

there was physical limitation. Port facilities were inadequate to meet

a greatly increased flow of both Ini1itary and civil cargoes.
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Since the free market rate and the official rate of piaster exchange..

. continued to nlove apart" and since imports could notQe increased. ..

rapidly enough be cause port facilities \vere jammed" a devaluation of
I

the Vietnanlese piaster \vas agreed to in June 1966 by the GVN as part

of a package or' economic reforms \vorked out \vith the help of the

International Monetary Fund.

Prior to devaluation" the official exchange. rate \vas 35 piasters

per dollar. Most foreign exchange transactions, ho\vever" were subject

to the so-called five-sevenths tax" which raised the effective exchange

rate to 60:1.

This was the rate at which importers obtainillg CIP licenses had to

deposit piasters into the counterpart account. Under P. L. 480, the

importer had to deposit 73. 5 piasters to the dollar. This 73. 5 rate was

also applied to the purchase of fore.ign exchange for personal expenseS

by foreigners in Vietnam who were not entitled to use the Special

Curre.llcy Fund.

Devaluation increased the official exchange rate from 35 to

80 piasters to the dollar. In addition" an Economic Consolidation Surtax

of 38 piasters' per dollar was imposed on most transactions" which made

the effective rate 118:1. This somewhat odd figure was chosen to be

consistent vlith the rate that Ambassador .Johnson had negotiated for

the Special Currency Fund.
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Al,?ng with the devaluation, the U. S. insisted that the Vietnamese

. allow increased competition mnong importers to assure fair, prices

to consumers. Reluctantly" the Government agreed to liberalize

import licensing and permit ne\v import firIns into the field. More-. '

over, ,the quantity of imports licensed by the Governlnent of Vietnam

with its 0\V11 exchange was sharply increased. (See Table 6) This

resulted in a large increase in the imports of consumer goods fron~

Japan. These measures were successful in economic terms though

they were bitterly resented by the Vietnamese importers.

Despite the increase in the cost of a unit of foreign exchange,

these measures combined to daInpen inflation so that hyper-inflation

was 8:voided and the real incon~e of Vietnamese was protected against

further erosion. A much wider range of goods was available in the

market place than before. Combined with almost full employment of

workers and higher wages" there resulted an unparalleled prosperity

that gre\v continuously until the Tet offensive of 1968.

Port Conge stion

As indicated 'above" the economic stabilization program brought

about a significant increase in the total volume of commercial imports..

This" combined with the buildup of supplies for U. S. military forces

commencing in 1965, contributed to an overburdening of Vietnarn!s

limited port capabilities. Ships were delayed; cOlnlnodities were stored
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on barges for long periods; warehouses were jamn1ed. Emergency

mea;sures to move commodities through the ports and to construct

,new unloading and storage fa~ilitles were undertaken by A. 1. D." the

u. S.· Army" and the Governnlent of Vietnam. A. I. D. provided coastal. '

arid ocean shipping" construction commodities and technical assistance.

The U. S. ,Army" through the 125th Terminal Command., assisted the

Vietnamese Government in operating the commercial facilities in

the Port of Saigon. By FebruarJT
" 1967" and until the Viet Cong attacks

in February" 1968" port congestion had been virtually eliminated and

considerable progress had been made in assisting the Government of

Vietnam to develop operational capability and responsibility for the

enlarged and busier ports.

Tax Measures

While taxation is normally a I11ajor tool in controlling inflationary

pressures" it has already been noted that the Government of Vietnam rs

ability and will to wield this tool was severely limited. Nevertheless"

an important part of the program of econolnic stabiliz ation has been

to improve the taXing capability of the Government. 'Training pro grams

for tax officials" the introduction of new techniques of collection" and

the introduction of new taxes have all been used. The Government

introduced withholding income taxes in 1967" but not without considerable

difficulty•. Although the U. S. Internal Revenue Service tax advisory'
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team was strongly in ·favor" many in ALD. argued that its in1pact

wou~d fal~ primarily on Vietnamese civil servants" a group whose

.' real income was already hard hit by inflation. Civil servant salaries

are set by la\v, and hence tend to lag behind salaries in the private

sector. Nevertheless" the rneasure was instituted. Larger businesses"

including foreign corporations" \vere immediately covered.

. Throughout 1967" improvements in the Government of Vietnam
. /

. .i
tax collections were dramatic. Efforts to collect old obligations

were successfully mounted" and excise collection techniques \vere

sharply improved.

A major issue remained with regard to land taxes .. Many

Amer.ican advisors believed that here collections could be sharply

improved" but others felt that the marginal returns would be small

relative to the amount of effort that would be r~quired. In addition"

this was politically a very sensitive area. Too often in the past" a

Government presence was seen by the peasants only as an increase

in their taxes. The issue was resolved by the shifting of the land

taxing authority to local governmental units by a decree of

January 1" 1968.

The 1968 Tet offensive dealt a serious setback to the tax

collection effort.
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A great deal \~'as done by the Government in the post-Tet period•
. ;

It prepared new austerity taxes on imports, a reform of the tariff
. , "

structure, ne\v POL (petroleum, oil, lubricants) taxes, and a sur-

.charge on most domestic taxes. All of these measures except the

POL tax increase and the tariff reform had become effective by the

beginning of August, 1968.

(Begin CONFIDENTIAL)

As of December 1968 the inflationary potential remained the

biggest economic problem confronting Vietnam. Prices rose 32 per

cent in 1968 (the limit of a bearable inflation), but money supply ex-

panded 50 percent. The resultant large overhang of unspent piasters

in the hands of the people and the currently estirnated 50 billion

piasters ($424 million) budgetary deficit in 1969, pos~d a real danger

of a serious inflation \vith adverse political consequences.

We continued to assist the Vietnamese Government in meeting

this problem through a large A.1. D. - financed commercial import

program, and a PL- 480 surplus agricultural commodities program.

The licensing of imports financed by Vietnam out of its own foreign

, exchange reserves soared in the' first half of FY 1969 to help meet

the. import demand generated by the piaster injection into the cconoluy.

As these resources \vere, however, insufficient to meet the

problem, . the Vietnamese Governnlcnt was confronted with the necessity

of taking action with respect to its budget. Under our pressure, it has

(Revis cd .T ,inu~ry 10 G9)
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I
reduced its su~sidy oI?, rice imports and thus cut back expenditures.

:Not much ,m,ore could be done on the expenditure side, because con-

?ipue.d ~Lobilizat.ionhad th,e~ ef~ect of raising military costs.

The focus was" therefore, on increased revenues. We propose
l

to conclude a stabilization agreement by April 1, 1969" with the

Vietnamese Government outlining the revenue steps necessary to

reduce the inflationary gap to a supportable level. Agreements on

.. our commercial import and surplus agriculture commodity programs

provide potential leverage for bringing about desired stabilization

actions by the Vietnamese Government. (End CONFIDENTIAL)

Evaluation

Has economic stability in fact been achieved? If price,

stability in Vietnam" during the period,con~ideredhere, is com-

pared with that v/hich occurred in Korea and China under

similar circumstances" the answer on this comparative basis

must be yes. In Korea" during wartime" prices rose 1" 800

percent yearly, in China even more. By compariscn" during the

three critical years" 1965 -1967, price increases in Vietnam were

held to 200 percent. Even more important" this was done without

sacrificing resources necessary for the war effort" without

destroying or seriously distorting the free market economy.

There is no doubt that wilhout the foregoing n1easures .. inflation

would have been 111uch worse and more dctriIncntal to the war

effort.

(Heviscd January 19 GO)
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I ~ Vietnam, 'like the rest of Southeast Asia, is prilnarily

rgricpltural with sonle, two-thirds of the population living on the
, "

proceeds from their farlTIS, and with agricuHu're virtually its

only normal source' of foreign exchange.

Agricultural resources and output during the years of the

French \var, and, the following civil strife, declined sq sharply that

production of rice, once the country's principal export crop,

fell fifty percent. Only lilnitec1 supplies of such staples as corn,

tea, coffee, pepper, and fish were available. Agricultural

institutions were in a state of decay and research work at a

standstill. In this general pattern of deterioration, rubber was

the only exception.

The U. S. ,tgricultural program, which was drawn up after the

cessation of fighting in 1955, was aimed atrehabilitation of the

overall agricuHural capacity of the country, the reopening of

abandoned land.:; and the re-employment of thousands of idle

farlTIerS in thcjr traditional form of work. Three steps appeared

necessary to a successful rehabilita~ionprogram: , access to

lands for culth ation, improved water distribution through drainage

and irrigation, and credit for sinlple production necessities such
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as work anilnals, plows, and seeds.

Work was initiated 'onestablishn1ent of a National Agricultural

Credit Agency under which a system of rural credit could be
. .

.developed. En1ergency credit.s were made available by the U."S.

Missfon to meet the need for getting abandoned land back into

cultivation. Some of these credit funds were used to import 9, 000

work buffalo from Thailand and to distribute them to Vietnamese

farmers.

With U. S. help, the Vietnamese Governn1ent in June, 1955,

created an Agricultural Extension Service.

The majority of nearly one million Vietnamese who. fled from

the north were farmers who. hoped to re-establish thernselves on

the land. These were assisted by the U. S. IVIission in getting

resettled and in obtaining supplies of seed, I ivestock, and agri-

cultural information.

One of the major problems retarding ag~'icultural development

was the lack of coordination in the Government of Vietnam program

at the provincial level. Each Directorate representative in the

province answe red only to his office in Saigon, and meaningful

coordination between the different activities was absent, even in

closely rela ted fields ..
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John M
Rectangle

John M
Rectangle



By the fall .of 1963, the' Agriculture Division placed regional

agricultural oi'ficers in th~ four regions intu \vhich Vietnan1 is

~ividcd for military purpos es. These four ,n1en had hardly been

in 'posi~ion for a year when th~y, in turn, requested agricultural

extension men for each of the provinces in their respective

regions.

In the meantilne, the Office of Rural Affairs started placing

provincial representatives in the field. By the time this new office

had changed its name to Office of Provincial Operations, the

Ministry of Agriculture was reorganized, and SOlne of its

responsibilities were given to a new agency called Ministry of

Rural Reconstruction, which eventually became the IVIinistry of

Revolutionary Development.

All of these changes naturally resulted in conflicts and mis­

understandings in A. 1. D., between the Vietnamese in the two

Ministries, and occasionally between the Anlericans and the

Vietnamese who were supposed to be working together on the

'common problE~ms.

When the ne\v Office of Rural Reconstruction becanlC so

influential in S::J.igon that it was able to dicta:e the progralTIS for

the Agricultur8.l Division and'to issue order:; to the l\1inislcr of
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Agriculture .. ~h·e· Agri2ulture Division Chief left A. r. D:

In Februa~y.. 1966 .. President Johnson held a conference in

J .. . . . .

Honolulu. At this conference- the President directed Secretary
. ... . "

Freelnan to go to Vietnam with ten other agricultural experts

to, lend en1phasis to the non-military activities in Vietnam ..

especially agriculture; evaluate the agriculture progralns; and

determi. ne how these programs could be improved under the

unfavorable conditions that existed at the time. The team was

drawn from agricultural colleges .. private industry .. foundations ..

and farm assoeiationsj reported to the President that the American

agricultural community had the resources to assist Vietnalnese
2/

farmers .. and that these resources should be put to work. On

September 23 .. 1966 .. the U. S. Department of Agriculture agreed

to conduct a pa rt of the Agency for International Development's

technical agricultural assistance progran1 in Vietnam:~.1

By August .. 1968 .. the agricultural program had becn refined to

include fewer projects concentrated in selected areas. The refined

program elnphasized rice production and protein production.

A. I. D. 's responsibilities in the land rcforln prograln v/ere assluned

by the Victnanlese. This shift in rcsponsibHity was accompanied

?y a change in the name of the IVlinistry of Agriculture to lVUni.stry

of Land Reforr:1 and Agriculture ..
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A. I. D. 's agricultural efforts were retarded by three
! . .

.' chronic p~obfems -- lack of security; s~ortage of Government

of Vietnam staff caused by the draft; and an inadequate

Vie~namese budget, caused by war priorities.

Agriculture and Pacification

Throughout the history: of the pacification program in Vietnam,

agriculture has played a large role in the rationale. '\Vinning the

hearts and minds of the peasants" thus cutting at the base of

Viet Cong support, has been considered the key to pacification.. .

The pacification program has been implemented through a very

large number of village and hamlet programs intended to increase

peas~nt income by the provision of new techniques and free or

subsidized agricultural inputs.

No definitive evaluation of this approach has ever been made"

but in recent years there has been an increasing dispositfon to

question the underlying assumption that this type of agricultural

program can have much impact. On the one hand" many question

whether. security iSt:lot a sine qua non" and all too often absent"

so that hamlet agriculture projects never have a chance to become

effective. On the other hand" a project to increase the output of

rice in a hamlet fails to deal with n1.any of the most significant
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"

!factors affecting the profitability of growing rice" e. g." price

and market conditions in the country at large and the ability to
J .;

reach the markets .

.Since early 19 67 a ne w rationale has developed. The ris e in

the price of rice and the development of several specialty crop

areas have brought an unparalleled degree of prosperity to a

large part of the Mekong Delta. Moreover" this prosperity has

been clos,ely linked to access to the major urban markets and to a

high level of Government of Vietnam security. It has been widely

felt that the peasant could not help but reach the conclusion that his

best interests lay with the Government which created this progress.

Further" since mid-1967" when the annual program review

reached the conclusion that the agriculture program lacked

sufficient focus and that rice and protein should receive absolute

priority" it has been possible to treat these with a systems approach.

This has meant that problems both at the farm level and at the

national level were recognized and both could be attacked

simultaneously.

Vietnam has taken its place as one of the leaders of the ~IGreen

Revolution" in Asia. During 1968, the first year of the use of the

"new miracle IH. 8/5 rice seeds developed in the Philippines, o\;er

100, 000 acres were planted - - a phenomenal achievernent: Harvesting

(Revised January 1969)
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,: now under\vay of the 'first planting shows yields of m'ore than 2 tons

! !
per acre, ':we11 over double the normal yield of 4/5 of a ton per acre

from local varieties ..

The Vietnam Government has established a target of 500, 000

acres for 1969 for the ne\v varieties. To achieve proper yields, ferti-

1izer use is expected to continue to establish new record levels.

In November 1968, the Vietnamese Government, after months of

urging by American officials, also took action on rice prices desi gned

to encourage the expansion of the domestic production of rice. This

was done by drastically reducing the subsidy on imported rice. DOlnes-

tic rice immediately rose in price, and the glut of rice in the Mekong

Delta began to move faster toward the Saigon market.

Chicken raising has become the latest miracle in Vietnam.

Prompted by prices of over $1 per pound in the Saigon market,

commercial chicken production has spread rapidly.

Imports of day- old baby chicks brought in from East Asian

countries soared from 2, 000 chicks \veekly at the beginning of 1968,

to over 200,000 \veekly in November,1968. Vietnamese business

groups are planning the establishment of hatcheries in country.

Rural prosperity was severely damaged with the Tet and

subsequent attacks on the cities in 19G8. Striking at the cities and

the transport routes that served these major D1arket areas, the

effect has been to destroy access to the market for significant

(Revised .January 106f.))
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.periods of time and to l:aise the cost of transportation" thus

lo\v~ring.farm prices significantly.

I

The primary concern has been\vith price policy for rice"

but other matters relating t9 rubber and protein have been the

subject of U. S. study and recommendations.

Concern with rice price policy grew as the Mission became

aware that many of the applicable technological production in1prove-

ments \vould not be accepted by Vietnmnese .peasants unless the

return was quite attractive,,' and this in turn depended on the product

price. The rapid inflation starting in 1965 was not paralleled by

an increase in the price of rice. As a result of this and a nun1ber

of other factors" rice production declined. Imports of rice from

the United States made it possible for the Government of Vietnaln

to elin1inate price uncertainty and e>..-treme seasonal variations"

although they also served to keep the price down. Although it may

have been desirable from an overall viewpoint of labor scarcity to

have farmers leave the land and go to work at the higher paying jobs

in the cities or to switch to more profit~ble crops such as vegetables"

the rice import requirements grew so rapidly that a worldwide

..



including trade in rice, and protein foodstuffs,

shortage of .rice seemed imminent. . It thus becalne in1portant

by 1967 to stem the decline in output; to do this, a ~ignificant

price incl'ease was essentiaL A large increase. was accepted

in e~"rly 1967, and additional increases were accepted in

principle in 1968, although they had not been carried out by the

middle of the year.

/ Commerce•
. i
j

is subject to official price ceilings and to a number of controls

o~ transport and sale. Research into the impact of these

controls indicated that they \vere almost universally bad l

fai led to achieve their stated objective, produced corruption,

and raised the cost of living unnecessarily. A second major thrust

of agricultural policy has therefore been to remove the thicket of

national, provincial, district, and urban controls. Unfortunately,

the Government has a strong etatist tendency, the control system

has created vested interests, and attempts to remove the controls

often brought a shower of public criticism. Hence, reducing the

control system has proved f7xtremely difficult, although it remains

an important policy objective.

Land Reform

Land reform was a high priority Vietnames.e prograln starting
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':~n 195? with the· passage of the basic law on tenan.cy" followed by

the law expropriating large holdings in 1956•. Together \vith the

I; , ... . .

acquisition of a large amount 'of formerly French-owned land

in 1958 j these acts provided the basis for a major program of

redistribution and regulation oi land holding. "Vith U. S•.

451

assistan~e" progress wa~ made in implementation until 1960

when increasing violence made administration of these ac·ts

more and more difficult. At the same time" possibly because of

the gro\ving difficulties" the Government became disenchanted

with the program; President Diem declared that the land refoTI11

was complete, and the land reform function was downgraded from

a Ministry to an office within the Directorate General of Land

Affairs in the l\1inistry of Agriculture. During the period,

American assistance was phased out.

Many Vietnarrlese and Americans who were involved with the

program felt that the Government had made a dangerous error in

abandoning further reform efforts and blamed reactionary advisors

around the Presiden~ and opposition within the U. S. Mission. The

Mission's desire to get on with land reform never completely died

·and it lnaintained an active interest in development s. With the

arrival in' 1963 of Alnbassador Lodge, the U. S. IVTission began a

John M
Rectangle



452

",

re-examination of the land reform question and a search among
I'

the alternatives far a set of measures which would contribute
j ;

I
to winning the war . While the tenure situation did not, on the

basis of available data, app~ar to be nearly so bad as in a number

of other underdeveloped countries, it was also widely ~elt that

the Viet. Cohg had made substantial political capital out of their

own minuscule reforn1 efforts; that no South Vietnamese Gov ern-
•• I •

J

ment coul~ afford the inadequate land administration machinery

it. then had; and that pacification would benefit from application of

the existing law and completion of the, programs begun in the

mid 1950' s while a careful search for additional measures was

undertaken.

The fall of Diem in November, 1963, at first appeared to

offer new opportunities to open a dialogue on land reforln and to

revive a moribund program. However, further deterioration of

security in the countryside, crumbling of the administrative

n:achinery, and chaotic changes at the top level in Saigon meant

that very little could be done, despite the commitment of successive

leaders t6 the 'idea of further reform.

Gre~ter political stability since 19 l?5 and th e developme nt of

re.prescntativc ii:stitutions have been fullowed by greater interest in
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basic refOrnlSh0-ve permUted the "Governn1211t to devote increased

atte"ntion to tenure policy. With U. S. encour'agement, l\1inister

'" . dfAgricufture and ~and" R"efor"n~ "Ton That Tl~inh a..l:d his succes SOl'

both put land reform as olle o~ their two priority programs ~nd

have evolved a progr anl calling for distribution of lands remaining

in Governlnent hands, .regulation of rental rates and conditions

in conformity with the law, and redistribution of lands to be

acquired through a voluntary sales program.

A. 1. D. I S principal action in recent years has been to sponsor

a series of consultant studies, to maintain one or more high-level

land reform specialists on the A. 1. D. staff, and to mount a pilot

project to test land redistribution procedures in An Giang

province. The latter \vas supported by specially designed aerial

surveys and a contract with the U. S. Corps of Engineers "on land

classification, mapping and surveying.

Nevertheh'ss, since 1965, there has be(~n a hot debate as to

what else the l". S. should do about land referln. The crux of the

land reform is"3ue was what it might contribate to the war effort.

Because the VietCong had used l2:nd reform as a propaganda

issue and, in SOlne 'instances, passed out bogus land title sand

gone th!Otghth(~ motion of thclnsclves administering land reform

in areas which they controlled, it was feare':1 that this was a
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major vulner[~bilityof tl1e Governn1ent with respect to \vinning

.-":---the-support of tlic rural masses.

Reliable data on land holdings, lancllordisln, ..t.cnancy and

other aspects of land tenure were unavailable. A. T. D. maintained

that the logical next steps were: completing the existing land

reform progran1 initiated in the 1950's, refining our knowledge

about the actual state of land tenure and the peasants' reactio1

to it, and remedying the aln10st total lack of capacity on the

part of the Viei:nalnese Governluent to administer any of the

various U. S. Governlnent proposals.

It was further felt that this was uniquely.a "Vietnamese problen1

and that, except for technical advice and some services such as

aerial photogrc:phy and the provision of cadastral survey equipment,

it would be counter-productive to try to inject An1erican per-

sonnel into the actual implementation of a land reform program.

It was also the general consensus that the administration of land

tenure ,matters could not, in the foreseeable future, be adequately

managed by the: 'Vietnamese National GovcTnment, and'that it needed

to be
. .

decentral izecI to the local level, probably the village,

where local circumstances could be properly taken into account.

Among the: political "aspects, considerable evidence was cited
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that discontent wj.th. lanq tenure was not among the mo ~t important

455

_of:the grievances __ and felt needs of the peasantry. i\lso, the earlier

land rejorln progra.t11s had elin1inated all of the really large land-
'.. . .. '

lords so that the n1aximum permitted holding of roughly 240

acres lneant that most of the 80- called landlords \vho would be adverse-

ly affected by a new and more extren1eprogranl., \vere really

local middle-class citizens who represented the bulk of village

leadership. At the same time, the supply of capable local

leaders in the villages and hamlets for the New Life Hamlet

progra m was considered much n10re critical to the war effort than

land .reform. Hence, to disposses and alienate these local leaders,

without there being any competent or reliable alternate leadership

in sight, would be counter-productive to ,the total counter-insurgency

program.

But all of-i.:he foregoing should be modified by the compelling

realization thai; no one involved in these high-policy discussions

of a very complex socio-politico-econon1ic matter in a far-off

foreign land really was knowledgeable about the problem. Those

who had spent years in Vietnam on agricultural, e.conoDlic, and,

sOlnetimes, srecifically land reforn1 matters, were the ones who

emphasized most our critical lack of knowledge.
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Ultilnat ely , A. r. D..andthe lVIission irt Saigon were vulnerable

toc'riticis1l1 fer inaction~ despite the fact that they and the Govern-

• 't"' til-ent were preoccupied ,with many othe'r pressing, matters and

unable to adlninister a' substantially larger program, given1the

shortage of trained personnel and insecurity.

This was such an appealing issue in its siInplified form that

a great Inany earnest and interested parties, including high

officials in the Executive Branch and several Congressmen~ were

convinced that this was indeed a crucial issue of highest priority

to countering the Vietnan1 insurgency and ultimately winning the

war. Various Congressional reports alluded to it and Congressman

Moss' Subcommittee on Government Operations issued in early

1968 a strong indictment of the U. S. Govern;nent and the Government

of Vietnanl for not having done more along these lines.

In each of the meetings since 1866 held between the Presidents

of the United States and of South Vietnam~ advancing land refo~m

has been a priority matter of mutual interest. A Joi nt Comlnunique

issued froln the Honolul u Conference February 8, 1966, included

an understanding that steps would be taken to accelerate land reforn1.

The United States agreed to give its full support to measures of

social revolution including land reforln. At the IVlanila Sumrnit
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'~onference,October25, 1966" the Vietnamese Government
..,

declared that "land reform and tenure provi sions will ,be granted

top priority, " and at the Guam Conference, Ivlarch 21, 1967" the
. . I

.. revision of land reform policies and tenure provisions were
. .

discussed. Again" at the Honolulu Conference" July 20, 196B,

Pres ident Thieu reviewed the progress made by his government toward

a more equitable distribution of land.

. (Begin COf-..TFIDENTIAL)

The Vietnamese Government has been moving toward a greatly

broadened land redistribution program. This important step "\vas

pr~mpted both by interest in this subject at the top of the Vietnamese

Government, and discreet American use of a financial carrot.

President Thi~u on Ne\v Year's Day" 1969" publicly established
,

a goal of 1 million hectares (about 40 percent of Vietnam's rice lands)

to be redistributed in 1969. \Vhile it appeared doubtful that this target

could be reached" Thieu was correct for political and psychological

reasons in establishing it.

On January 2" 1969" the Cabinet approved the principle of a

program of voluntary transfers from landlords to tenants. The

Minister of Agriculture was asked to draft legislationimn1.ediately

for implementation of this progran1 in 1969. The Prirne IvIinister

'also instructed hirn to study preparation of a law lowering the land

,I

(Revised January 1969)
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....

retention limit fron1 100 hectares to 3 to 10 hectares (according to

~h'~ region 'o.r province in Vietnam) for implementation in' 1970 \vith
".

~. .' . .. .

'respect to those lands not transferred under the voluntary purchase

program.

The U. S. Government has told the Vietnamese Government

that it \vould be prepared to provide $30 - 50 million (of which $10

million in FY 1969) in e)..1:raordinary financial assistance to facili-

tate the adoption of greatly broadened land transfer programs~ We

have made it clear that our assistance would be conditioned on a

comprehensive program backed by a legislative mandate.

The problenl of administrative implementation remaire d to

be \vorked out to assure that this massive program could be carried

out. The Vietnamese Government has \visely decided to delegate

considerable authority for its execution to the village, level. It

was also considering a variation of the very successful U. S. -Tahvan

Joint Commission on .Rural Reconstruction t~ supervise the

implementation. (End CONFIDENTIAL)

(Revised ,Januar'y 1969)
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1-1. Public I-I C'altl1 .
! l

. The Agenl~y for InternationalDev~lopn1.entbegan a slnal1"

I; ,. . . . ..... .. . . .

developmental health effort' in Vietnam in 1962 as ..J?art of the

.' mission to Indo -China. Medical training \vas sponsored in the

Hanoi" Saigon" and Phnon1 Penh medical schools. lVlalaria

control was the main effort in the preventive medicine area.

Follo\ving the dissolution of Indo-China and partition of Vietnam

in 1954" a small public health effort" \vith the same program"

continued in South Vietnam. With the 1962 eluphasis on counter-

insurgency" the traditional ad visory role was abandoned and

A.I"n. established its first direct assistance medical elemente

From 196~i to 1964" the A. 1. D. health program in Vietnam

was directed towards two major' cOluponents" medical/dental

education and nealt~ development. The latter included rura.l

health" malaria eradication" nursing education" health v/orker

training" publi c health acti vities" and limited clinical medical.

support in the forlu of surgical teams. The emphasis \vas upon

rural health and public health at the village and hamlet level.

. By late sr:ring of 1965 the security situafion had deteriorated.

to the point wr-ere it had bcconlc allTIost in1possiblc to effectively

manage .. contr'ol" direct" support and supply rural Vietnarn.
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. .
To luak(' a bad situatlon worse, about eighty-five percent

of the 7.. 000 I"ural health workers had received no pay for six

zponths because of .internal bureaucratic probleln~s. Thi~ fact"

coupled with increased draft fluotas" rising cost of living" and

the danger attendant upon going into the rural areas" was

rapidly d"epleting the trained \vork force.

The facilities available to the Vietnalnese consisted of

approximately sixty hospitals varying in size from thirty-five -

1.. 500 beds., ahnost all of \vhich were built in the late 1800's and

early 1900 1s. Ninety percent of them had no running water,

little or no power., and no \vaste disposal. J\.ural health facilities

for 236 districts consisted of 163 malernity-infirlnary-dispensaries"

although not all of them were in use. "There were in excess of

2 .. 500 villages .. each one supposedly having a maternity dispensary"

but actually there \vere only 342 in existence. Over 6" 000 han1.lets

required hcalt!l stations" but it was not knov.~n how many were

available and operating.

IVledical e(luipment throughout the country was totally inadequate.

Most of the equipment in the hospitals" and other facilities" was

a. mixture of very old French itelns mixed with more modern



. donations froln nunlcrous· countries -- cre.lting extensive

maintenance. problellls.

The n1edical supply situation was als.o in bad shape. The

fill-rate" even where the foreign teams \vere located" \vas at

'a maximuIll of hventy percent. No supply catalogue" no

standard items" and no consulllption data \vcre a vaHable.

There were severe problellls in supply distribution. All stocks

were located in Saigon" medical supplies often fell in the hands

of the Viet Cong and the interdiction of the roads caused trans­

portation problems.

Insofar as the United States and the free \vorld IS assistance

were concerned" A.I.D. had advisers in m€-dical/dental education"

nursing education" public health" preventivE- medicine" communi­

cable disease eontrol" public health nursing, malaria eradication"

sanitation" medical logistics and medical e\tuipment maintenance.

'rhere were four United States surgical teams" four Philippine

surgical teams" one Australian" and one New Zealand surgical

team acti vely working in the larger hospitals. A pararnedic8.l

training center was being assisted.- A health education service"

I
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producing educational materials J was functioning at a lo\Y' level.
; I !

There were two nursing schools J one in Saigon and one In Hue.
J ; .

Each had a one-year course and a three-year course" but there

wer.e no education advisors at Hue because of political unrest.

! A redirection appeared to be necessary in the face of·

mounting. war" dwindling resources" inability to get at the

IIgrass roots" " and the general feeling of apathy which existed.

.The new approach agreed on 'was to conduct aggressive health

activities in accessible areas" taking advantage of tactical

advances and increasing security. At the same time an attempt

would be made to build civilian health logistics systems. The

program would continue to operate within the framework of the

Government of Vietnam and .only in exceptional instances would

any directU. S. action be taken and this subject to the approval

of the Vietnamese atithorities. HoweverJ the .new approach

would no longer simply provide advice and cOlnmodities" it

would "do" the job where necessary.

The tactics and objectives spelled out in the summer of 1965

did not conform to the institution buildingJ developn1cntal role

ofA.1. D." but were part of the new counter-insurgency strategy
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designed to convince ·the populace that their government \vas
; ...

tr.ying t~ h~lp them.

In response to these conditions" the A. I. O. healthprogram
! .

expanded in an effort to fill the gap bet\veen medical needs and

. available resources. \\fhile aid to the established Vietnamese

public health programs was continued" an expanded program of

direct Inedical care to individual patients was incorporated into

the o~erall counter-insurgency effort. By January" 1968" A.I.O. 's

health program was dire cting and / or supporting approximately

1" 500 medical and paramedical \vorkers. (600 direct hire" 500

free \vorld team members and 400 military team n1.embers.)

Despite extensive training efforts for a decade~ Vietnam in

1968 ,vas woefully short of physicians. Of the 1" 200 Vietnamese

doctors" more than 700 were in the ·arn1Y and fewer than 200

served at the Ministry of Health Hospitals. The United States

and eleven other free world countries provided forty-eight medical

teams to work with the hard pressed Vietnamese physicians.

These teams plus the .'\..1.0. direct-hire health staff provided:

Physicians 23 1
Nurses 240
Medical Technicians and Aqmin. Support 430
Medical Supply and Equip. Specialists 187
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Malaria Eraciic·ation

________._--The_malariaer.adic_ation.progranl" .o.rganiz cd_in ..:thc_n1id_-::1950's

,'as a part of a\vorld\vide progra~ to con~bat n1alaria" \vas notably
. ,

successful in the first years of operation. Behveen 1958 and

1961 the incidence of Inalaria infection \vas reduced froln 7. 2 percent

to 1.5 percent. Ho\vever" the lack of security in recent years has

resulted in the postponen1ent of the original goal of total eradication.

The program is no\v conducted as a holding action" designed to

maintain a lo\v level of incidence until such time as total eradi-

cation is possible.

Surgical Team~

In the development of health services the A. I. D. Public Health

Division soon carne to recognize the requirement for expanded

support of the province hospitals" particularly in those provinces

where the civiJian populace \vas e:h.-periencing casualties from the
•

insurgency. The support for selected provi~1ce hospitals took

the form of surgical teams consisting of a s'lrgeon" an assistant

surgeon" an operating room nurse" a surgical ward'nurse" a

nurse anesthct:.st and a laboratorylx-ray technician. The first
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such teal11. \V2.S COl1lluitted to the town of Can Tho in the surnn1er

---0f-·1962 j,·--a-nd -soon after this tean1S \vere ·es lR.blished in Nhatrang
I; # . '

and Danang. This progran~ projecting eight tean~~" fotu" U. s.

and four third -country" in the. province hospitals foundered on

the logistic system and the built-in jealousies of the various

Ministrie.s through wbich the prograln had'to be coordinated.

The three teams at Can Tho" Nhatrang" and Danang survived

in spite of the system.
. .

Military Province Hospital Assistance Program

Continuing to recognize the need for further development

and expansion of the 111.edical capability at the provincial level"
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the United States committed increasing alllounts of military medical

resources to the A. I. D. Program. In May" 1965~ the Secretary

of Defense dirl~cted the Inilitary departments to develop a medical

program utilizing U. S. military mobile medical teams •. A de-

tailed plan waE developed for the purpose of providing expanded

- health and mecical service for the civilian populace" developed

." .j~intly by 1\. 1.8. and the lVlilitary Assistance Command" Vietnam

(l\1ACV). This service became kno\vn as the l\Tilitary Provincial
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!Hospital Assistance Program. COlnposed of three medical

officers" one medical administrative officer and twelve enlisted·! ;. ... .

men (one medical records clerk" one laboratory technician

and' tenmedicc:J. technicians) the teams were based in province

hospitals and worked for the provincial chief of medicine~ As

of June,· 1968, t\venty-four tean1s were serving.

Care of Civilian Casualties

A great deal of attention has been given to the subject

commonly referred to as "civilian casualties." The issue of

"civilian casualties, If as distinct from the actual medical

problem, \vas largely made in America" and in part gre\v Qut

of opposition to overall U. S. policy in yietnam and concern for

the suffering of the Vietnamese civilians. Unfortunately, ho\v-

. .
ever, an admittedly bad situation \vas so exaggerated by some

critics that the whole problem got badly out of perspective, and

a great deal of energy was expended by A. 1. D. officials both

at home and abroad in responding to the barrage of accusations.
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It is true that by the best \Vestern standards the Vietnan1ese

ho·spitals were often primitive and overcrowded" .but the san1e

't". could be said of the h0111es most of the Vietnan1C~~ patiel':ts can1e

from.

The number of patients that could not be treated adequately

proved to be rather sluall. The multitude of burned children

pictured by the luedia sin1ply did not exist. Also" improven1ent

of Vietnamese rehabilitation facilities" the opening of military

hospitals to civilian patients" and establishrnent in Saigon in

1968 under an ...~. I. D. contract of the Children's l\-fedical Relief

International Center" helped to relieve the situation.

The issue over civilian casualty statistics \vas fairly \vell

resolved when,/ beginning in January" 1967" a reporting system

set up with A. I. D. assistance began providing monthly adn1ission

figures from all provincial hospitals. The :~eports specified the

number of pat~ents su.bmitted \vith \var-rela::ed injuries" and gave

subtotals for ¥;omen and children. I-Iow many other injured

civilians are unable to reach a hospital is s';ill unkno\vn. But in

late 1968" it appeared that the care of civilian casualties J v/hile

remaining a v(:ry serious medical problem" was rnuch less of a public

issue.



Volunteer Ph:v~;icians

The Volu:1teer Physician program has been and continues

to .be one of the Illost successful aspects of. the civilian health

. program in Vietnam. In response to President Johnson's

appeal to the American medical comlllunity for assistance in

meeting the greatlye~-pandedneed for physicians in Vietnall1,

an uneA'})ectedly large nun1ber of doctors volunteered to serve

in Vietnam \vithout cOlnpensation.

As a pilot project, a one-year funded grant \vas n1ade to

.People-to-People Health Foundation to recruit and manage a

program of Volunteer Physicians for Vietnam.

The progrrtm .. \vhich increased to a con::;tant strength of

thirty-two physicians, \vhich \vas maintained by rotating volunteer s

for approximately two months each. lVlany problerns \vere en­

countered" not the least of which was the cultural shock of going

directly from the modern American en vironlnent to the primitiye

medical si.tuation in Vietnam. Ten of the thirty-nine provincial

hospitals built by the French as early as 1890 \vere rehabilitated

by A.• I.D., but the lack of modern facilities ~ven in these ten was,

at least" initially shocking. Inevitably son1C ad verse public ity re­

suIted.
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At the conclusion of the pilot project phase of tbis.progran1"

tl~~ administrative /recruihuent responsibilities \vere gradually

tr'ansferred to the An1erican IVI~dical Association" which had

assisted \vith the project from the beginning.

Medical Logistics

U. S. and Free vVorld Il1edical personnel began arriving in

Vietnan1 in 1965 ,to assist in providing adequate health care to

the Vietnamese civilian population in the provincial hospitals.

As their nUlubers increased during 1966" the den1and for lueclical

supplies and equipment increased sharply. It became apparent

that the existing medical logistical systen~ could not adequately

respond to this increased delnand for supplies and shortages of

medical supplies occurred in many of the province hospitals v,rhere

U. S. /Free World Aid n1edical personnel \vere located. In order.. .

to alleviate this situation" a medical logistical auglnentation program

was initiated by U. S. A. I. D. in 1966.

Significan~;progress was made in the procurement of medical

supplies and equipment under the Dcpartlnent of Devense / A. 1. D.

Agreeluent of July 18" 1966. Under the Agreement" U. S. A. 1. D.

procures supplies from U. S. Army's medical depot on Okinawa.

..
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The shorter ~.eadtime and pipeline increased the stock .level at

the central depot so that, the system was able to meet bet\veen

sixty-five to seventy percent o~ the countrY'vide delnand frol11

stocks on hand" versus about twenty percent in early 1966.

Surgical Suite Program

The Governn1.ent of Vietnaul IVIinistry of Health Hospital systeul

was long recognized as (initial nealth survey done in 1957) inade-

quate to support the surgical care needs strained by the war situation.

To correct this inadequacy several steps were taken by the Government

of Vietnam \vith the assistance of the U. S. Government. Twenty-

eight surgical units were built throughout South Vietnan1.. They

included hvo oyerating rooms" recovery ·rOOln and central supply.

Surgical Facilities Renovation Program-

Because PIe surgical suites alone \vere an inadequate solution

a second program" begun in 1965 J e),.'Panded the surgical facilities

at ten major sites to include the operating room suites. It also

upgraded wards" emergency rooms" outpatient clinics and utilities

systems.' :However" because of war priorities" problBlns of coordination

bet\veen A.I.D. and the Navy construction agency" and delays in

U.S. A.I,D. If Public Works Division caused a two year delay in
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. th'is urgently needed progran1 \vhile the foreign surgical teams

a~rived to work in the existing inadequate facilities.

Public:Health Services
. ._. ... _. ...._ __ _" __._ _ _ __. __ . 9/

The l\tledical Appraisal Report of 19 Grf emphasized the im-

portance of undertaking an expanded program in public health

preventive ll"ledicine as soon as possible. The investigating tean"l

stated that much of the disease in Vietnam is preventable. - lVlore-

over~ they were confident that if an eA-panded effort \vas undertaken

and integrated \vith the clinical program" Inost of the IVlinistry of

Health's hospitals \vould soon have an ,adequate number of beds for

the civilian populace.
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Logistics.

Logistics" more commonly known in A. I. D. as s-qpply n1anagen1ent~

has been a vital function in forins relatively ne\v toA. I. D. Supply
I

. .

shortages and equipment maintenance problems plagued ,the A. I. D.

program earlier" but became so acute in the counter-insurgency program

as to require dramatic action. The gro\vth in en1phasis can be roughly

judged by the following figures on personnel build -up:

i
! A.I. D.lvN Logistics Personnel

1962 1965 1967
Civil Military

USAID 3 35 220 160

AID/W 1- 2 30~:~ lVIany indirect

~~Includes 140 for GSA 's Support Operation in San Francisco

Paradoxically" although supply problems were of grave concern

to almost every element of the Mission~ there was a great deal, of

resistance to the installation of a centralized logistics office and the

introduction of more 'effective supply management techniques. The.

basic management problem" common to both USAID and the Govern-

ment of Vietnam" involved the desire on the part of USAID technical

divisions and the Government of Vietnarn technical'ministries to each

continue to operate its own supply function rather than to have it·

consolidated into one central office staffed with logistics specialists.

In fact~ the Public Health and Public Safety divisions continued to have

a separate supply systezn" in conjunction with their Vietnarnesc
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counterpart ministries.

Particular c1l1phasis \vas given to the creating and tho strcngth­

,ening ·Sf Vietnamese supply nlanagenH~nt.capabilities O1"J.d organizatipns.

Ho\vever" to If got the job done" II many functions \vere perfornled

directly by p. So . staff for several years. (See Policy Issues. ) The .

provincial supply systen1 \vas a priIne example of this. By late 1967"

with great difficulty" a warehouse \vas set up in each province under

the supervision of an American" even though legally" title to the

supplies involved \vas invested in the Governlnent of Vietnaln. During

the 1968 Tet offensive" this. system proved to be a huge success in

avoiding critical supply shortages and hardships despite major

disruption of security and transportation~

The criti.cal maintenance problen1 which resulted in hundreds of

pieces of expensive A.1. D. -financed and o~her equipment being dead­

lined throughout Vietnam" \vas the initIal focal'point for enlarging and

improving supply capabilities. A Central Repair Parts Depot \vas set

up in early 19136" enabling the Government to bring more effective

spare parts supply and rnaintenance service to all.

As the nlagnitucle. of A. I. D. IS logis tic s. problclns mounted"

increasing reliancc\vas placed on support fron1 the U. S. Departn1cnt

of Defense. 80n10 exaIl1ples follow:

1. In early 19GG" because of shortage of CODlmercial ocean

John M
Rectangle

John M
Oval

John M
Rectangle



. ", "

\""

joined the Defense Transportation Systenl(DTS) and

utilized" on a reilnbursable basis, ,the services of

Deparbnent or'Defense for (a) inland rail sl~ipping .

." . . '. . .... 'I

and port loading" (b) ocean shipnlent via IVISTS vessels"

and (c) offloading and transportation to the first ware-

house in Vietnalu. Although a few bulk Conlmercial

Import Progrm11 (ClP) con11uodities were also shipped

-via MSTS" the difficulties of integrating con1mercial

procedures \vith those of Department of Defense \vere

SO great that most CIP comn10dities continued to flo\v

through con1mercial channels.

2. The Army supply system vIas used to procure" store" and

ship to Vietnam" all of the medical supplies required by

the huge United States Governluent-Government of

Vietnam medical prograln for civiliari care.

3. The U.S~ ~rmy Logistics Center" Japan" was utilized

by A. I. D." on a reimbursable basis" for the supply of

spare parts and the provision of technical advisory

teams to improve logistics system:;.

4. The provision of n1ilitary airlift" where needed within

Vietnam because of security proble'ms and urgency of

opera.tions" was arranged with Dcpartn1ent of Defense

p.t th(~ \Vhite House level. Tbis wa:; an (~sscnU.aJ. supple:-

merit to about thirty civilian aircraftprovicled undqr
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A. I. D•.-s Air ~lnerica contract. This arran~enlent

for n1ilitary airlift of 1800 tons of. A.I. D. comnloditics

per month proved to I:>e a rather classic case. of the

seeDling inability of t\VO U. S. agencies to get together

on procedures. This forlllal arrangenlent never \vorked

well, although large amounts of military air support

provided on an inforn:~ basis at virtually all echelons,

particularly at the province level where military and

civilian personnel usually supported one another in a

variety of inforlnal ways.

The scope of logistics problem by the buildup of supplies that

flowed through the Port of Saigon. This .port, which norDlally handled

about 1. 5 milJion tons of cargo a year, \vas forced to discharge 4.0

nlillion tons ill 1966, and 4.8 million tons in 1967. This sudden

buildup, which started in late 1965, caused cODlplete port congestion.

This in turn r2sulted in an accumulation of delTIUrrage on ships \vaiting

to berth and increased congestion surcharge rates on ships carrying

cargo to Vietr~am. To solve this congestion problem, A o 10 D. in

conjunction with the U. S. military t~ok seve:ral concerted action~:

1. Initi&.lly (19G4-1QG6) A. I. D. recruited its own port specialists.

2. As tl~.e problc~lYl mushroomed, thcU.S o military in July 1966

was n1adc the executive agent for the Do S. Govcr'nnlcnt in

ihe Pori. of Sai,Gon D BEST AVAILABLE COpy
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3•.Equipment and supplies such as CJ~anes" material

handling equipment" warehC?use tl"c..ilers anet Inechanical

lifts \vere brought in by USAID to expedite the ha.nclling,

segregat ion, telnporary storage and moven1ent of

lnaterials through the port.

4. The U.S. military b1:1ilt new port installations on the Saigon

River to increase the nUlnber of deep water berths by five o

5. USAlD installed 28 buoys for anchorage of ships carrying

bulk cargo" leased tugs and barges from l\!lanila and

purchased barges for use by the Saigon Port and the up­

country ports •

6. USAlD funded a coastal vessel program to assist in D10ving

materials from Saigon to UP-COU1:tJ'Y 'ports if deep draft

berthing facilities were non- existe:1t.

The years ~966and 1967 were critical ones for Vietnaln. They

derl1anded quick" hard decisions on problems of transport" cargo

clearance" 'warehousing and distribution that \voulcl stagger any

country's capability" particularly one fully engageclin a shooting war.

The flow of supplies' into Vietnam during this period kept thc economy

ofthc-country stable" n1ct the pacification needs and weathered the

serious setback of the Tet offensive.
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J,•. The Revolutionary Development'Program in Pacification

."Pacification, " as the term is used in Vietnam, is a complex" " , ,

, of military, economic, social and polit ical efforts to extend or

476

re'store Government control.' As a part of pacification, the Govern-

ment of Vietnam's Ministry of Revolutionary Development is

charged with carrying on civil programs aimed at winning for the

Vietnamese Government the confidence and loyalty of the rural
/

population,' which comprises some three-quarters of the people

,of South Vietnam. Revolutionary Development is a technique --

the ~atest of many -- for the creation. of conditions under which

norlual government functions can be established.

Pacification is based on the concept,s of security and political

action. Security, the destruction of the Viet Cong military and

terrorist forces is primarily the job of the military, paramilitary,

and police forces of the Republic of Vietnam and their Free vVorld

allies. Political action aims at removing the causes for violence,

in part by identifying and isolating the Viet Cong infrastructure but

more importantly by eliminating the real grievances which they

exploit.

Rural Political Action up to 1963

,French pacification efforts in rural areas were started if! 1952
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and continued until the end of the Indo-China \var. After the! .

··French left Vietnam there were continued Vietnamese efforts at

pacification. The early progran1s placed emphasis on resettlen1ent

of r~fugees from the North, but as· Viet Cong terrorism becarne

n10re of a factor in rural life, emphasis swung toward efforts

at village security. From ~hese activities the strategic harnlet-

type programs emerged.

American assistance was provided in these early prograrn.s

through the old line Government ministries. With the institution

of the Strategic Hamlet Program in 1962. however, the U. ·S.·

l\lIission activated a Rural Affairs Office as a direct s'upporting

agency for the Government's pacification programs. In late 1962

this new Office of Rural Affairs had representatives in selected

provinces.

From 1963 to 1968

In 1963, the Rural Affairs Office concept was carried over

into the New Life Hamlet Program.' This was basically the Strategic

I-Iam1et Program re~amed (to remove its identification with Dien1)

and reoriented as an effort which in principle responded to the

people rather than .imposing a program on them from above.

The progra m ran into difficulties because of worsening
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adlninistrative inefficiency following the Novclnbcr J 1963, coup.
! I

. Governn1ent instability and the rapid shifting of political alliances
I ;

among military and civilian groups delnoralized the civil service

and created an increasing group of "suspect" indivicluals J i. e. ,
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persons whose services could not be used because they had been part

of some. previous government. The rapid turnovers also increased

the corruption problern. To complete the picture J the Viet Cong

pressed the attack against the post- Dien1 governrnei1t s, which

were unable to provide the necessary security in the rural areas.

Several local or regional variations of the New Life Harn1et

Prograrn were tried during this period. These were often

referred to as "·oil spot" concepts. Duriilg 1964, large- scale

planning exercises for improved pacification programs were

carried out; repeated changes of governmerits and regulations,

howeverJ caus(;d much dclay and waste of effort. "I'ogether with

the proliferaticn of cadrESand conflicts within the U. S. Mission

these changes in planning reduced the program to confusion.

In the last half of 1965, with the appointment of Ambassador Lodge,

the assortment of schemes and organizations was re-examined

and consolidated as the Ruru1 Heconstruction Progranl.

The Rural Reconstruction Progranl J wbose American tHlc'
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was soon changed to Revolutionary Developillent Progran1, represents,

'\"'

nal security and control approach has evolved into:a goal.of
---- -..~-----~_. --_.- .. -

,I

security, political organization, improved administration, and

econom·ic-socialdevel,oplnent. The original use of regular

government functionaries or hired workers to carry out deve lop-

ment has been changed to special recruihnent and training of

"Revolutionary Development Cadres" tocarry out the entire

rural political action program.

The three steps in pacification are a military offensive to

expel irnportant enemy units froln an area; a securing phase in

which military forces maintain a protective presence while the

Revolutionary Development Cadres re- estab~.ish security, a.
dialogue between people and government, and e~en1entary social­

economic improvements; and a "nation bUilding" phase in which

more ambitious development activities are carried on' by

Vietnamese ministries.

To qualify for selection, a han1let must meet the following

standards: (1) sufficient population to make 2xpa.nded development

feasible; (2) sufficient economic potential to warrant expanded

developn1ent; and (3) a defensible location where adcqu8.te security

can be provided.
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The U. S. sllpportcd the Strategic I-Ian1 1,ci. Prograln through

, _··_·.....:·_·_···its ·Office ,of-Rural Affairs' at thc tin1e of Dh:::11, s overthrow.

There followed a period of int~rnal disagreeIncnt on the rolc of

A. L D.' Provincial Representatives.. }\fter several years of trial

and error this disagreen1cnt \vas reso1 ved in 1966 when the office'

was redesignated Office of Field Operations. Despite rapid

turnover in adn1inistrative personnel, Field Operations success­

fully supported the large expansion of A. 1. ·D. Provincial staff

required to implen1ent the American part of the Revolutionary

Developlnent Program .

At the same time, the other U. S. agencies dealing \-'lith

pacification \vere expanding. The Joint U. S. Public Affairs

Office (JUSP AO) had doubled its progran1) and, OSA (the Office of

the· Special Assistant to the An1bassador -- a CIA function) had

much enlarged the size of its program as well. (OSA was

responsible for training and maintenance of the Revolutionary

Developme1t Cadre program with s orne technical support from

A. L D. ) The Vietnamese Province Chiefs v·;ere thus faced with

pressure froin three difterent civilian advisors as well as the

military (lVIACV) advisor. 'As the size of programs expanded)

conflicts increasingly appeared be:tween U. S. agcncies,cach of
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which had its o'.vn chain of con1!nand. An effort was 111ac1e to

'counter these conflicts by appointing a Deputy AInbassador to
J :

coordinate all Revo).utionary D'eve10plnent support both with the

agencies concerned and with t~e Vietnalnese Governlnent. It

soon becalne apparent that staff coordination wa s not adequate

to integrp.te the progr?-n~s of different agencies. It was decided

that a single chain of con~mand on the civilian side was required..

and at the ,end of 1966 the Office of Civil Operations was established

to exercise control and administration of field elements.

The Office of Civil Operations included elernents from A. 1. -D..

GSA, and JUSPAO {in size order} and established a single line

of con~mand from. headquarters in Saigon do\vn to the Provincial

Representative. who '.vas the h"ead of tl~e (ch-i1ian) Province TeaD1

and exercised ~~ontrol over all civilian assistance programs

except for certain intellig2nce functions of OSA. This organization

proved effective in preventi.ng conflicts and 5ncreasing coordination

well before the close of the six-month "trial period. "

Tentative :3taffing patterns for an integrated organization

were drawn up in early 1967 and the organization itself was

established in :Vlay, 1967, as Civil OpcratioLs and Revolutionary
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Support (COR DS). This organization was responsible for

Aluerican support to Revolutionary DeveloplDcnt under the

. direction of the lVlilitary Assistance Con11nand/ Vietnaln (lVIACV)

and ~as headed by Alnbassador Robert KOlner, Deputy for

CORDS under General \Vestmoreland. It included both the

civilian progralns which were under the Office of Civilian

Operations {OCO} and the nlilitary advisory tealns at Province

and District levels. {D. S. cOlnbat troops in Vietnarn

are not part of the advisory effort and are not affected by this

integration. }

CORDS is predominantly a management systcln. Each

con1ponent agency contributed funds and personnel and con­

tinued to provide adlninistrative support for its employees

in CORDS. Roughly. three-quarters of the civilian strength·

of COR DS was contributed by A. r. D.

\Vith the integration of the IVIACV advisory teams a single

.Province Senior Advisor was appointed to direc::t the consolidated,

Province TeanL.
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Province Senio~ Advisors posts were app:co:dluately evenly dis-

--- -tributcd an1on5; civilian and lnilitary personnel. -l\1ilitary personnel

c~early pr"edon1inatcd at Saigon and the foui' Regi<:>p.al hea~quarters.J

and greatly outnu111bcr civilians at Province and District level.

The Revolutionary D evelopluent Program has encountered

a number' of problems in operation and follo\v-up. S0111C are in

performance; some due to enen1Y action; and others due to the

"crasl1" e),.'Panr;ion of the Revolutionary Developn1ent teams and

techniques. This rapid e:h~ansion was recognized as a calculated

risk at the tim2 it '.vas undertaken. The direct purposes of

pacificatio~ -- establishing a certain amount of security" C0111-

pleting development projects" and stilnulating econonlic life --

'were attained to various degrees under the various pacification

, .

programs -- a~.though the long-range goal

Viet Cong insu::,gency -- still ren1ained.

extinguishing the
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1<.. The Public. Safety.Progran1

.. ' The. Public Safety Division (PSD) advisory and technical

,support to·the Governnlent of Vietnam is 'related larg~ly to the
J ..... "

Directorates of Police .. Rehabilitation and Telccou11uunication

under the lVlinister "of Interior. The principal function of PSD

is to advise and assist these directorates to beco111e self-sufficient

in civil policing and law enforcement~ security~ cOlnnlunications~

and pr).soner rehabilitation. vVhile the war continues~ the police

also have a cO....lnter-insurgency role.

OrganizattonalJ.y~ PSD \vas aU. S. A. I. D. Division in the U. s.

484

Mission" until it ',vas incorporated in theCi viI Office of Revolutionary

Development Eupport (CORDS) under IVIAC.V in IVlay 1967. The PSD

effort began in July of 1959 and superseded a police ad visory effort

conducted by l\Iichigan State University under an A.I. D. (then E. C.A.)
.. .

contract.

Dollar support of PSD assistance totalled $70" 417" 000 thr,?ugh

fiscal year 19f7. The fiscal year 1968 progran1 is $24. 8 million.

In terms of ad visory assistance" ad visors increased from forty-seven

in November .. 19.63 to 184 by the end of 1967•.

The paraL'1ilitary nature of police work. in Vietnam is sho','rn by

the heavy cast alty rate. Frolu the beginning of 1965 to April" HJG3"
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National PoliGE::" casualties \vere 520 killecI in action", 8\'6 \voundcd"

. and 194 missing. Over the sarne period" five U. S. advisors \vere

killed and "four \voundecl.

The civil security structure advised by PSD initially consisted

largely of the Civil Guard" plus a conglolnerate of 111unicipal police

organizations and other security units. There \vas ~o unitary

structure to serve in coalescing national efforts against the Viet

Cong threat until the Directorate of National Police was established

on June 27" 1962" by national decree.

In 1960" the Civil Guard \vas transferred from the IVlinistry of

Interior to the l\1inistry of Defense. This shift ren10vecl the organi­

zation from th8 ad vice and assi.stance of PSD and placed it under

the Military Assistance and Ad visory Group. Since the Civil Guard

was the larges t civil security for'ce in Vietnarn J its basic military

orientation and training under n1ilitary auspices greatly les sened

the civil policing capabilities of South Vietnanl.

It \vas in this context that the Chief of the Public Safety Division

proposed in l\larch J 1964" a "National Police Plan" for VietnarIl.

The plan called for a nation\vidc police structure to· provide standard

la\v enforcement and police services", plus an extensi ve poJice and

paramilitary counter-insurgency capability and a waterborne police

_force.
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FraIn a force level' of 19~ 000 in19G4" the National Police

increased to 52" 000 by the end of 1865 and to 60" 000 by the end
i; #

of 1966. In 1967" the force level reached 70" 000. The 1968

goal \vas 86" 000.

, One of the major changes in the National Police \vas a. pro-

graIn des,igned to deny Inobility and material assistance to the

Viet Cong by controlling the Hlovelnent of goods and persons.

The first action under this progranl" carried out in June and

July of 1964 in the seven provinces surrounding. Saigon" \vas opera-

tion Hop-Tac~ a joint mi.litary / civiI effort. Operation I-Iop-Tac

demonstrated the practicability of fixed and lllobile police check-

points in controlling population and material resources. In

October" 1964" a national decree was issued placing the responsi-

bility on the National Police for controlling 1.he movcnleht of all

critical national resources" including manpower.

An integral portion of the population and resources control

is identi.fication of the populace. In 1957 legislation \vas passed

requiring all persons eighteen years old and older to obtain and

carry an identification card. Beginning in ID59; \vith subsequent'

registrations at various intervals" the National Police ha ve reGistered

und issued nationD.l idcnUficati.on cards to m:Jrc than 7" 600" 000

Vietnan'lCsc. In 1963,) registration \Vas declared conlplctcc1 with
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. the exception of approximately one nlillion persons under Viet

Cong control and about 25" 000 persons reach{ng the age of eighteen

each month•.However" the Viet Cong were able to duplicate cards"

r.~cords were not well kept, and the efficiency of the system was

nev'er high.

In 1967, it \vas decided to set up a completely nc\v National

Identification System. When completed" the identification systen~

·wi.J.l provide for a central national repository of fingerprints" photo­

graphs, and biographic data. It will be one of the most complete

national identification systems in the world" and one of the most

badly nee de d.

In 1959, the Public Safety Division assumed responsibility of

a former Michigan State University comn~unications advisory effort

to provide communications support tG civil security efforts. The

concept included the establishment of a single integrated civil

security telecommunications network under a Combined Telecom­

munications Directorate (CT D). In 1961" the CT D was given the

added requirement to implement a system of radiophone communi­

cations between villages and districts. This system" called the

Village -Han1let System" established a major communications system

of XiiOre than 10" 000 radios. By 1963,,' it included 2J 190 radios; by

the end 0 f 1968 it should have 34" 000.

Since 1963" the emphasis of PS 0 teleconlffiunications has been
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, to\vard hnprovlng the \:-eliability of equiprnent and decentralization.
"

---"7"""---·---·-ln"196'4a n1ajl""lr"-decision \vas reached to procure a line of Very
. . ..... I

J;' ".
High Frequency - - Frequency IVlodulated Radio equipment for

use by the police in each pr.ovince to aidtheir increased role

in counter-insurgency efforts. Since 1964 the CTD has provided

the Inaj~r con1111unications support for the U. S. A. I. D. effort

in the field.

L. The R:efugee Prograln

Refugees \vere the first big social probleln confronting the ne\v

Republic of South Vietnam) and today they are a nlajor drain on

the country's resources and administrative capacity.

Until late in 1965" neither the Governnlent of Vietnam nor

A. I.D. \vere formally organized to administer a refugee program.

Beginning in ID54" \yhen Operation Exodus" fin~ncecl by France

and the United States 1 met the challenge of transporting and re-

ceiving nearly a million refugees from North Vietnam" refugees

had been cared for on an ad hoc basis. Reception and tenlporary

care \vere left to the Government of Vietnan1 Ministry of Social

.. Welfarc,,' and l'cscttlement to the Ministry for Rural Construction;

but refugees were not id cntificd as a specific problcnl. A. 1.0. "

in keeping with its advisory role" also nlacle no Lw.lg~lal'Y or
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Vol. I. I Part II, Chapter XIII ':" A. 1. D. Adnlinistrative History

'organizational provisions for refugees. The \var in this period ..

• ' 'to while often intense .. was on a relati,vely small scale. , Refugees

"were not yet generated by American military actions.

An A. I. D. Refugee Coordinator later attributed Saigon IS

'. "inadequate response" to weakness" over-optimism.. and

philosophical misgivings. The Minister of Social \Velfare took

the position that providing unaccustomed amenities to simple

rural folk might create a dependent class of professional refugees

wh? would lose all self-reliance and never go home again.

While finding s.ome merit in this argument" A. 1. D. advisors

pressed the Government to take a more positive social attitude.

Besides the humanitarian aspect, the~ felt that the refugee

population gave the government a chance to sho\v its value to

rural people" and thereby contribute to Revolutionary Developrnent"

while neglected refugees would be vulnerable to subversion. It

is also fair to say that pressure from the American hOln e front,,,

particularly Congressional .. was a significant influence.

President Thieu has come to attach a high priority to the refugee

problem. Pacification plans include specific guidance on "HI and

President Thieu has been discussing it in all of his pac'ification in-

specti?n tours in the provinces.

. (Revised Jant~ary lOGQ)
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Administration
.t

In October, 1965, the ~. S. Mission.established the Office of .the

Refugee Coordinator. Soon after, following· the Honolulu Conference

in early 1966, the Government of Vietnam established ·within the Office

of the Prime Minister, a Special Commissariat for Refugees (SCR).

In eighteen months, the SCR developed into a relatively well-

organized government department, 'with a lOOO-man field staff and

thirty mobile refugee relief teams. Eventually, refugee affairs were

assigned to the Ministry of Social \Velfare and Refugees, and in 1968

another shift created the Ministry of Health, Social \Velfare and

Relief. In the combined IVIinistry, the refugee progran1 was given top

priority and more personnel. Consolidation also made it possible to

handle as social welfare case·s de facto refugees (such as those in the

cities) who do not qualify technically for refugee payments.

The present Vietnam Minister of Health, Social Welfare and

Relief, who assumed office in late spring of 1968, has pursued a

vigorous approach toward the refugee problem. He has been COIU-

pletely cooperative with American officials working in this area, and

. travels extensively to the !)rovinces to prod his own subordinates on

it.

Vietnamese and American personnel working on refugees have

been substantially expanded. Training programs conducted with

(Revised January'1968)
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:'American assistance have improved the capabilities of the Vietnamese

in this area~
J" .

Data on each of 815 refugee camps have been processed through

. . .

a computer system. Censuses of refugees, both in-camp and out-of-

camp, \vere in progress to improve the accuracy of these data. Both

Vietnamese and American officials were beginning to get reasonably

complete information on all refugee camps.

This makes it possible to prepare a specific plan dealing with

each temporary camp: resettlement, if security permits: upgrading,

if ~he site of the camp is appropriate to such action; or, abandorunent

'where at least a temporary means of livelihood is infeasible.

Planning ProblelTIs

The Refugee program in Vietnam has been particularly difficult

to administer beca~se refugees are usually a byproduct of military

action. Without ad vance knowledge of military plans~ civilians do

not know where the ne:h.ri influx of refugees will come from" nor

how many there will bee In "search and destroy missions"l for

example" civilian casualties are minimized by evacuating an ent.ire

village or even area (e. g." ' Zone D" north of Saigon) and airlifting

the inhabitants to temporary camps outside the battle zone. These

(Revised .January 1969)
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ne\v refugees tljen become the r.esponsibility of the IVIil'listry of

Social \Velfar'~ and Refugees. In the absence of advan:ce planning"
~ ..

. the result has often been that.refugees have not been properly

. .. . . ..I

cared for. Resultant criticis111 of U. S. ad:visory efforts ty the

press and by Congressional observers has beel} severe.

Many U. S. civilian officials and representatives of the voluntary

agencies \vorking \vith refugees took the position that either the

military should for\varn then1 when operations \vere e:hlJected to

~enerate refugees" or if the necessity for secrecy ruled this out"

should then1selves be responsible for the early stages of refugee

care. The issue has never been formally resolved" but recent

developn1ents have Inade it less acute. In 1967" search and destroy

missions gene:.:-ated large numbers of refugees" especially in I Corps;

but in 1968" such missions have been greatly reduced in number and

scope. IVlean\\'hile" in December" 1967" IVIAC'V's "Combined Action

Plan for 1968" instr~lcted military commanders to give" security

restrictions p(~rmitting" Governn1ent of Vietnam and U. S. officials

advance notice of military plans which luight generate refugees" so

that reception areas can be prepared and supplies pre -positioned.

'The plan also ~J.ssigns specific responsibilities to military cOlnrnanders

to assist in bO';h the initial and later care of'refugees.
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" Corruption
i I

The prot.lem of official Vietnalnese corruption" of \vhich so

!ffiucil has been 'said over the years" has been par.ticuiarly acute

in the refugee program. This is not surprising. It is inherent

in refugee activities that \vhen the need for help is greatest

(for instance" just after a battle)" the \vorking conditions are

the worst. Usually (the Tet offensive was an exception) the

refugees are in the provinces where transportation may be diffi-

cult" security uncertain" and the province chief calls the tune ..

A Senate Subcolnmittee report issued in 1968 charged that

seventy-five percent of resettlement allo\vances and fifty percent

of refugee conl111odities never reach the refugees. U. S. officials

rej ected these per~entages as rou ch too large .. - as average s.

However" A. L D. ad visors have long pressed f~H' Government of

Vietnarn refor[11s; and there has been a school of thought that ad-

vocated as the only real solution U. S. control of its refugee

assistance" from origin to distribution. Proponents of this vie\v

have argued that the \velfare of the refugees is too important to

be influenced by political considerations" and that among the Viet-

nalncse" only ~:hosc \vho profit by corruption \voulcl object. The

couriter -argurr.cnt stres scs overall lJ. S .. policy of respecting

492
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Vietnanlcse sovereignty and buildingn~tionalcapability" and also

the problenl of providing the necessary American person'nel.

In practice" U'. S. control 'has been sonle\vhat.eA'i:cnd~d" and
, !

both U. S. and Governlnent of..Vietnan1 control procednres have

been' tightened.

Because of staff shortages" it is not always possible to have

aU. S. representative present at every distribution. Ho\vever"

the authority given the U. S. representa,tives to check and counter-

sign the distribution lists has substantially' inlproved control over

distributions and paylnents. A recent check of records for $1. 6'

million \vorth of project and relief cOlnn1.odities ,revealed a less

than one percent loss fron1 port \varehouses to province \varehouses.

All releases from province or Ministry war.;~housesmust no\v be

countersigned by aU. S. Government representative.

Conflicting Stai:istics

!\fter the .Geneva Accords in 1954" som(: 900" 000 North Viet-

naznese (predo:rninantly Catholics) chose to ]'esettle in South Vietnam.

Unli.ke many later refugees" they usually ca.:ne as complete families;

sometimes as ",yhole hanllets or parishes.' They came on their o\vn

initiativo" with their own secular and religious leaders" in an inter- '

val of peace" and represented across-secti·)11 (.Jf \Tietnamcse society.

~ ,.
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"Vhile they r =p;r'esent~cl al-l inl111cdiate problc111 for thc goV'crnnlcnt"

they \vere also an inlp?rtant political and €conolnic asset" and on

. -the \vhole they \vere successfully assimilated.
. ...

~eaving aside the Tet offensive of 1968 (\vhich added greatly
. . .

. t'o the confusion)" one finds estirnates ranging froln less than one

nlillion Vietnamese with refugee status to as many as fOHr ll1illion.

A, I,D. considers the lo\\'er figure to be fairly accurate as 01' the

end of 1967. The four million figure (a quarter of the whole popu-

lation) is e:h'])licable only as a cUlnulative total that includes the

1954 influx from the North" and that aSSUlues "once a refugee"

1 . f IIa ways a re ugee.·

Wh t . "f ". V· t ?a IS a re ugee In Ie naln . The status of those in fornlally

designated refugee camps is clear enough; nor should there be

serious question over including those living outside of calnps \vho

are receiving refugee allotments" But should d isplacecl persons

who have morE' or les s settled into a new life" but who still necds

assistance" be counted as refugees" or transferred to the social

\velfare rolls? \Vhat about urban residents driven out of their

neighborhoocls(there were about 800" 000 at the peak of the Tet

attacks)?' . M.ary of these return in a few' clays; others lnust await

nc\v housing; b'.lt if thc:y arc classified as "refugees" the total

refugee population on a gi \Ten day rnay skyrocket.
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Refugee officials have chosen to cope \vith this last problenl
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~n, s enlantics by adding an "evacuee" category and listing refugees and
J • ". ,.'. . .

evacuees separately. But the broad question of definition relnains
'.. .. "

unanswered" to the detrime.nt both of program planning and pro-

gran1- image.

Care for the Tet and Post-Tet Evacuees

The 1968 Tet offensive forced several hundred thousand urban

residents out of their homes" and created new problems for the

Government of Vietnaln and its American advisors. :However" the

problenl.s of these "evacuees" are bei.ng met 1110re successfully

than those of the older refugee groups.

The number of Tet evacuees which in March had reached a

peak of over 800" 000 nationwide (including 170-" 000 in Saigon) was

re'duced by June 30 to 172" 000 nationwide. ~\ll of the Tet evacuees

in the Saigon area had returned to their hOITles" had rebuilt their

homes or had been· rehoused in temporary housing. Their speedy

re-establishment was aided by the governnl.<~ntls "triple ten II pro-

gram under which families in need of rehou;:;ing were issued ten

bags of CelTIent" ten sheets of 'roofing and cc'.sh to repair or rebuild·

their homes. In Saigon" l3~ 000 families who were victirns' of thc

Tet offensive were eligible for this prograrn. By June 30" ninety-

five percent had received their piaster paYY:1cnts and roofing and

cighty···nlne percent had received their cernc:nt.
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M. The Chicu Boi Progrctln...

The ChieLl Hoi (Open Arlns) program i::, an .amnesty· progran~

496

,.. . operated by the Goyernlnent of Vietnaln. It \vas organized by the...
I

Governrnent of Vietnanl in 1963 at the suggestion of officials of

the U. S. Government in Vietnaln~ and is based in part on the

anti-I-Iuk program in '~he Philippine s and the British-sponsored

defection program in Malaya.

Essentially ~ Chieu I-Ioi is an offer by the Goverlunent of

Vietnam to \velcome back 'with "Open Arms ' ! any individual \vho has

served the Viet Cong in a political or military capacity" including

members of the North Vietnamese Arlny.

The program is adn1.inistered by the Ministry of Information and

Chieu Hoi. AJthough it is basic to governlTI0nt success in the counter-

insurgency efft)rt~ the program \vas supported sOl1.1e\vhatreluctantly

by the' Governrnent of Vietnam~ because it did not at first see the

necessity for this e~fort and questioned the practicality or desir-

ability of "soft" treatnlent of the enemy.

A. I. D. fU:lding for the Chieu I-Ioi program in fiscal year 1967

\vas $778~ 000" and the cost per returnee \vas$125. In 1967" as

attempts \vere made to reach those less easily influenced" the cost

pCI' returnee rose to $350 and total A. I. D .~unding \vas $1, 438" 000.

I
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.:For fiscal year 1969" .funding responsibility has been transferred
I' .' .'

I :to the Deparl:lTlent of Defense.

After the H'onolulu Conference in 1966; the Gover:-nment of

Vietnam agreed to grant higher priority to Chieu 1-Ioi and gave

the progran1. enhanced Cabinet status under the IVlinistry of·

Inforluation and Chieu lIoL Elo\vever" A. 1. D. officials questioned

the wisdol1.1. of administrati ve d~cisions that lnade the Vietnamese

Information Service (VIS) responsible for psychological operations

supporting Chieu Hoi and reduced salaries of SOD1e Chieu lIoi

personnel belo\v those paid by the Vietnan1.ese Inforn1.ation Service.

. A more serious and persistent problem has been to persuade

Vietnamese that have remained loyal not.only to trust those \vho

did not" but to offer the returnees special privileges. There has

been scepticisJn" shared by some An1ericans" about the sincerity

of the defectors. These reservations have not prevented vigorous

prosecution of the program,,' but they have inhibited the final and

crucial phase: reintegration of the returnee into South Vietnamese

society. Those \vho choose to join a Chieu IIoi military unit or

serve as military scouts have had a chance to proye themselves;

but the majority \vho choose civilian life have often had trouble in

obtaining rcqui.reclofficial papers and finding jobs.
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]Tor t.nose returpees who" because of the war-tin1~ situation"

··._~tannot return·to-their v1.11age" the Govcrnrnent of Victnan~ con-"':,.' ' .. '. " .. \/~structs resettlclnent villagQs. .' ".. .. '
~ ·..·~>c;: l- :~,~5tv~.. ~~_/ -~~'" -~ - - .' . ,'. -- ,.. .. ~ .'

," I ·j:Y [From 1964 to 1967. the total number of returnees irlcreased1 ;( ,I ' - . .

.J' I sUb~tantially except in 1964, a year of political turmoil after Diem is

!
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·1963

1964

1965

11" 248

5" 411

ll" 124

1966 . 20,,242'

1967

. Ho\vever" since the start of the Viet' Cong 'ret offensive in

\. January" 1968J and its aftermath" the overall returnee .rate has

dropped on the aver~ge of seventy-five percent. It should be noted

\ \ that although t:1e rate is considerably lower" the returnees include

. many higher ranking officers. Also" many of those defecting have

done so in gro~lps. In a number of in-cidents these groups have come

under the lead'3rship of their superiors.
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