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AUDIT REPORT 

UNITED STATES A.I.D. MISSION TO VfETNAM (USA'ID/VN) 

COML.IUNTrY DEVELOPMENT SECTOR 

PART I - PURPOSE AND SCOPE 

The Off ice  of t h e  Area Auditor  ~ e n e r a l / E a s t  Asia has performed 
an examination of t h e  uSAID/VN C o m n i t y  Development Sec tor .  The 
Rural  Development and Ethnic  Minori ty Af f a i r s  p r o j e c t s  c i t e d  i n  
Exhib i t  A comprised t h e  elements of t h i s  s e c t o r .  Two major a s p e c t s  
of t h e  Rural  Development p r o j e c t  wsre t h e  National  Fund f o r  Local 
Developen2 and V i l l a g e  Self-Development. These p r o j e c t s  c o n s t i t u t e d  
n p a r t  of  t h e  development a c t i v i t i e s  of t h e  U,S.  supported p a c i f i c a -  
t i o n  and davelopnent program, The examination covered t h e  per iod  from 
J u l y  1, 1969 t o  December 31, 1973. , 

The p r h r y  purposes of t h e  examination were t o  review and 
eveluace prograz  inp leusn ta t ion  a s  conpared wf th  t h e  p r o j e c t s  ' ob j ec-  
t i v e s  and t o  d e t e r n i n e  t h e  q u a l i t y  and e f f e c t i v e n e s s  of f i n a n c i a l  and 
a d n i n i s t r a t i v e  mnagenent ,  Other r e l a t e d  purposes were t o  a s c e r t a i n  
t h e  degree of  conpliance w i t h  A D  p o l i c i e s ,  r e g u l a t i o n s  and procedures.  

The exanina t ion  was nade i n  accordance w i t h  g e n e r a l l y  accepted 
a u d i t i n g  s tandards  and accordingly  included such t e s t s  of f i n a n c i a l  
r eco rds ,  s i t e  i n spec t ions  and d i scuss ions  w i t h  Governnent of  V i e t m n  
(GW) and USAID/VN c f f i c i i l l s  as we considered necessary  i n  t h e  
c i r cuns  tances . F i e l d  t r i p s  were aade t o  Long An, Bien Hon and P l e i k u  
provinces.  

Before i ssuance ,  t h e  f ind ings  of t h e  r e p a r t  were reviewed w i t h  
a p p r o p r i a t e  USAIDI~T o f f i c i a l s  and t h e i r  connents were g iven  due 
cons ide ra t ion .  



PART I1 - BACKGROUND 

Under t he  GW'S s t r u c t u r e  of government a l l  f u n c t i o n a l  a u t h o r i t y  
has  been c e n t r a l i z e d .  Such func t ions  of government as educa t ion ,  
p u b l i c  h e a l t h ,  e t c .  have been c e n t r a l l y  planned ara funded. Levels  
of government bclow t h e  c e n t r a l  a u t h o r i t y  have thus  had only  l i m i t e d  
func t ions  and r e s p o n s t b i l i t i e s  de l ega ted  t o  them. For example, a t  
t h e  provincs  l e v e l ,  t h e  h ighes t  l e v e l  of l o c a l  goverrment, budgets  
h a v ~  cons i s t ed  of nonies  l a r g e l y  a l l o c a t e d  by t h e  c e n t r a l  government 
f o r  s p e c i f i c  prograns t o  b e  spen t  by o f f i c i a l s  of t h e  m i n i s t r i e s  
s t a t i o n e d  the re .  V i l l a g e s ,  which are subord ina t e  t o  province  adnin- 
i s t r a t i o n ,  have s h i l a r l y  dependsd on rcveriue g r a n t s  f r o 3  t h e  c z n t r a l  
governnent t o  def ray  o p e r a t i o n a l  axpenscs.  Under c h i s  c e n t r a l i z e d  
s t r u c t u r s  t h e  GVN was s m e t i n e s  unable t o  respond qu ick ly  and e f f e c -  
t i v e l y  t o  devclopnent needs of  t h e  people.  This  d ~ f i c i e n c y  was 
a c u t e l y  underscored by V i e t  Cong g u e r i l l a  type  a c t i v i t i e s .  Thus, i n  
1966, t h e  Camuni ty  Developnent (CD) p r o g r m  was fo rnu ln t ed  t o  aCdress 
i t s e l f  i n  p a r t  t o  t h i s  s i t u a t i o n .  I t s  purpose was aimed a t  ' b inn ing  
t h e  h e a r t s  and n inds  of people" through an  a c t i o n  p r o p a n .  

For t h e  CD progran t o  b e  e f f e c t i v e  i t  was e s s e n t i a l  t h a t  l i nkage  
b e  e s t a b l i s h e d  w i t h  t h e  r u r a l  areas. The Minis t ry  a f  Rura l  Develop- 
nen t  (MORD) an? t h e  Min i s t ry  f o r  t h e  Developnent of E thn ic  Minor i t i e s  
(MDEM) were t h c r e f o r e  u t i l i z e d  t c  ochgeve t h i s  l i nkage .  The u t i l i z a -  
t i o n  of t h e s e  two o rgan iza t ions  subsequent ly  provided t h e  p r ~ g r a m i n g  
nechnnisns t o  t r a n s f e r  funds t o  t h e  r u m 1  a r e a s .  These funds were 
then  used f o r  c o n s t r u c t i d n  of s choo l s ,  d i s p e n s a r i e s  and v i l l a g e  and 
p r o v i n c i a l  roads. I n  a  q u a n t i t a t i v e  Bense t h e s e  o r g a n i z a t i o n s  
provided t h c  b u l k  cf a l l  developnent  funds f o r  t h e  expansion of  such 
a c t i v i t i e s .  However, by 1908, it was reccgnized  t h a t  sone fundanentnl  
prozrarr; changes were necessary.  Most i n p o r t a n t l y ,  through over-  
nanagenent an? p a t e r n a l i s t i c  t ensenc ie s ,  t h e  a c t i v i t i e s  were e f f e c t e d  
wi thou t  r e ~ a r d  f o r  l o c a l  d e s i r e s  and indigefious p o l i t i c c ?  anL s o c i a l  
s t r u c t u r e s .  The r u r a l  popula t ion  was consequent ly l e f t  l a r g e l y  un- 
n f f e c t e i  p sycho log icc l ly  by such e f f o r t s .  Cormencing i n  1969 t h e  
progran was t h e r e f o r e  d e s i ~ n e d  t o  suppor t  GVN p lans  t o  expand t h s  
a u t h o r i t y  and autonony of l o c a l  governnent.  This  r e d i r e c t i o n  wzs 
p red ica t ed  on t h c  b e l i a f  t h a t  i t  would c o n t r i b u t e  t o  t h e  p o l i t i c a l  
n o b i l  i z a t i o n  of  t h e  r u r a l  popula t ion  w i t h i n  an a n t  i c o m u n i s t  f r ane -  
work. 

I n  t h e  con tex t  of t h i s  r e d i r e c t i o n  t h e  implenenta t ion  s y s t e n  
was expandcl t o  i nc lude  t h e  Cen t r a l  Recons t ruc t ion  and Develapnent 
Council  (CR?lC), f o m e r l y  t h e  Cen t r a l  P a c i f i c a t i o n  and Developnent 
Counci l ,  l o c a t e ?  i n  t h e  P r i n e  ~ i n i s t e r ' s  Of f i ce .  Undar CRDC, a t  t h e  
province l e v e l ,  were t h e  Province P a c i f i c a t i o n  and Developnent 
Counci ls  (PP3C ' s )  . The PPDC 's were responsible f o r  province-wise 



a c t i v i t i e s  and funded by CRDC from t h e  Nat ional  Fund f o r  Local Develop- 
ment. This  fund was used t o  f inance  province-wide a c t i v i t i e s .  MORD 
and MDEM continued as p rograming  e n t i t i e s  bu t  now concent ra ted  on t h e  
approximately 2,100 v i l l a g e s .  Coordinat ion of  a11 C D  program n c t i v i -  
t i e s  was inves ted  i n  t h e  PPDC'S. 

Under c u r r e n t  USAID planning t h e  CD s e c t o r  program w i l l  be phased 
o u t  a s  of Jun:! 30, 1974. The USAID a n t i c i p a t e s  t h a t  any subsequent 
funding f o r  schools ,  roads ,  e t c .  w i l l  b e  channel led d i r e c t l y  through 
t h e  r e s p e c t i v e  m i n i s t r i e s .  

A t o t a l  of $45 m i l l i o n ,  inc luding  about $27 m l l l i o n  of Depcrtnent 
of Defense (DOD) funds, has been allocated t o  the  s e c t o r  progran s i n c e  
i t s  incep t ion  i n  1966. Of t h i s  sun t h e  p r o j e c t s  under cu r ren t  review 
accounted f o r  $41.3 n i l l i o n  (Exhib i t  A ) .  I n  a d d i t i o n ,  AID l o c a l  
cu r rency ' a l loca t ions  over t h i s  sane period t o t a l l e d  VNS31.4 b i l l i o n ,  
o r  t h e  equ iva len t  of about  $165 n i l l i o n ,  of which VNS28 b i l l i o n  was 
covered i n  t h e  c u r r e n t  review (see  Exh ib i t s  B and B - 1 ) .  

A - PROGRAM MANAGEMENT 

R e s p o n s i b i l i t y  f o r  inplenent  ing t h e  s e c t o r  progran i s  
c u r r e n t l y  ass igned t o  t h e  A s s i s t a n t  D i rec to r  f o r  Rura l  Developnent 
(ADRD) loca ted ,  under t h e  Assoc ia t e  Di rec to r  f o r  Local Developnent. 
I n  1967 t h e  ADm f i e l d  advioory e f f o r t  and s t a f f  was under t h e  U.S. 
M i l i t a r y  Ass i s t ance  Cormand - Vie tna r . l /~ iv i l  Operations and Rural  
Developnent Support (MAcv/CORDS). Over t h e  subsequent 6 yecrs  u n t i l  
CORDS was phased ou t  (1/73) t h e  s e c t o r  progran was en ope ra t iona l  
p a r t  of  MACV/CORDS p a c i f i c a t i o n  and development a c t i v i t i e s  . 

The s t a f f i n g  of ADRC is  p r e s e n t l y  conprised of s i x  U.S. techni -  
cians .  Current U S A D  personnel c e i l i n g s  c c l l  f o r  a phase ou t  of a11 
s i x  p o s i t i o n s  by June 30, 1974. 

There a r c  no open recormendations f r o n  p r i o r  a u d i t  r q o r t s .  



PART 111 - SUMM.ARY 

The major under tak ing  of t h e  CD program was t o  develop popular  
suppor t  a t  t h e  l o c a l  l e v e l  f o r  t h e  GVN c a n s t i t u t i o n a l  government. The 
amount o f  popular  suppor t  genera ted  was n o t  a s c e r t a i n a b l e .  

The program played a  c o n s t r u c t i v e  r o l e  i n  upgrading p r o v i n c i a l  and 
v i l l a g e  government. The t r a n s f e r  o f  a u t h o r i t y  t o  l o c a l  government 
a t t a i n e d  under t h e  prDgrorn i s  t o  be cont inued.  

There were thousands of  i npac t - t ype  p r a j e c t s  cons t ruc t ed  under t h e  
program, f o r  example, m a d s ,  s choo l s ,  e t c .  The q u a l i t y  o f  p r a j e c t  
c o n s t r u c t i o n  has  g e n e r a l l y  been poor. P r o j e c t s  cons t ruc t ed  under t h e  
Nat iona l  Fund f o r  Local  Development were l a r g e l y  poor due t o  inadequate  
GVN t e c h n i c a l  backstopping.  V i l l a g e  S e l f  Development p r o j e c t s  r e f l e c t e d  
t he  low l e v e l  s k i l l s  o f  t h e  communities. These l a t t e r  p r o j e c t s  were 
u s u a l l y  b u i l t  by vo lun ta ry  l a b c r  e f f o r t s  of  t h e  v i l l a g e r s .  

The major f i n d i n g s  d i s c l o s e d  by ou r  examinat ion a r e  c i t e d  below: 

( a )  No formal USAID e v a l u a t i o n s  of  t h e  CD program were 
performed (paze 5 ) .  

(b) The implementation s y s t e n  f o r  t h e  Nat iona l  Fund f o r  Locnl 
Development (KFLD) p r o g r m  was weak i n  nmagenen t  c o n t r o l  and t e c h n i c a l  
e x p e r t i s e  (page 7 ) .  

( c )  The D i r e c t o r a t e  of  I r r i g a t i o n  and Rural  Engineer ing does 
n o t  appear t o  have t h e  t e c h n i c a l  c a p a b i l i t y  t o  implement i t s  planned 
a c t i v i t i e s .  Yet i n  1974, t h e  NFLD p l ans  t a  spend more funds f o r  
i r r i g a t i o n  than i n  any p r i o r  year  (page 9 ) .  

(d )  I n c r e a s i n g  t a x  revenues have enabled some v i l l a g e s  t o  
i n i t i a t e  a  self-development p roces s  (page 11) .  

( e )  The c r e d i t  l i m i t  of  the  V i l l a g e  S e l f  Development ag r i -  
c u l t u r a l  c r e d i t  program should be s u b s t a n t i a l l y  i nc reased  (page 14) .  

( f )  The E thn ic  Minor i t y  program h a s - n o t  m a t e r i a l l y  i nc reased  
t h e  s o c i a l  and economic l e v e l  of  t he  group (page 15).  

(g) Accounting c o n t r o l s  and f i n c n c i n l  r e p o r t i n g  have n o t  been 
p rope r ly  e s t a b l i s h e d  f o r  the  Nat ionc l  h n d  f o r  Local  Development program 
(page 18 ) .  

(h) Scheduled c o m o d i t y  s u p p ~ r t  f o r  t h e  cad re s  should be 
reviewed i n  t h e  c m t e x t  ~f  l a r g z  e x i s t i n g  i n v e n t o r i e s  (page 20). 



PART IV 

STATENENT OF FINDINGS AND RECOMMENDATIONS 

For t h e  Of f i ce  of t h e  Di rec to r ,  uSAID/VN 

A - SECTOR GOALS 

The p r i n c i p a l  s e c t o r  goal  of  t h e  Community Development (CD) 
program has bccn t o  devclop s t rong  popular support  a t  the  l o c a l  l e v e l  
f o r  t h e  GVN c o n s t i t u t i o n a l  government. To achieve t h i s  goal t h e  
s e c t o r  s t r a t e g y  sought t o  e n l i s t  the a c t i v e  p a r t i c i p a t i o n  of the  
psople i n  l o c a l  a f f n i r s .  It aimed t o  do s o  l a r g e l y  through thz  i n t e r -  
a c t i o n  of l o c a l  o f f i c i a l s  i n  the  s e l e c t i o n  and implenentat ion of 
p r o j e c t s  e s s e n t i a l  t o  t h e  s o c i a l  and e c o n x ~ i c  we l fa re  of the  connunity. 
Relevant t o  t h i s  process was t h e  de lega t ion  of no re  nutonorry t o  l o c a l  
governnent. Hcnce t h e  up-grading of l o c a l  gcvernnent was on o b j e c t i v e  
of a11 p r o j e c t s  conpr is ing  t h e  s e c t s r .  

ADRD has not  had f u l l  r a s p o n s i b i l i t y  f o r  a11 t a sks  r c l e v s n t  t o  
t h e  achievenent  3f t h i s  ob jec t ive .  Yet i n  r e c e n t  yea r s  it has r e -  
f l e c t k d  nany such t a sks  i n  i t s  p r o j e c t  ngrezments. For exanple, i n  
t h e  Vi l l age  Sel f  Developnent and Ethnic Minority a c t i v i t i e s ,  s eve ra l  
key t a sks  have been i r~plenented  by o the r  USAID d i v i s i c n s .  These t a sks  
included t h e  Loccl Revenue Lnprovenent and t h e  Montagnard Boundary 
I d e n t i f i c a t i o n  p r q r a n s .  The overstatement  of t a sks  and t h c  n a t u r e  
of t h e  CD p r o g r m  have thus possd eva lua t ion  problsns which t h e  USAID 
has not  c f f e c t i v e r y  resolved.  No f o m a l  eva lua t ion  of t h e  s e c t o r  
progran has consequently been perforned,  al though sone a t t e n p t s  were 
~ i a d e .  

B - NATIONAL FUND FOR LOCAL DEYIZOPMENT W D )  

1 - Orsaniza t ional  S t r u c t u r e  

In  1969 t h e  l F L D  w a s  e s t ab l i shed  t o  fund CRDC-PPDC a c t i v i t i e s .  
I t s  purpose was t o  produce a p r c v i n c i a l  governnent capable of inple-  
nen t ing  p r o j e c t s  which would support  t h e  we l fa re ,  s e c u r i t y  and 
developnent czpnbil  i t i e s  of t h e  provinces. To r e a l i z e  t h i s  ob j  ec- 
t i v e  nore  planning an? decis ron  nzking a u t h o r i t y  had t o  be  t r a n s -  
f e r r e d  t o  t h e  provinci.21 3 u t h o r i t t e s .  

Under t h e  f o r m 1  s t r u c t u r e  of p rov inc ia l  government t h e  GVN 
technic21 s e r v i c e  s t a f f s  have been fundel  and he ld  f u n c t i o n a l l y  
r e spons ib le  t o  t h e i r  r e s p e c t i v e  n i n i s t r i e s  i n  Saizon. Cent ra l ized  
planning an3 fundinz dec i s ions  have been a t r a d i t i o n a l  e l enen t  of 
t h i s  s t r u c t u r e .  Under these  c i rcuns  tances,  t h e  GVN/US~',ID f e l t  t h a t  



t h e  program ob jec t ive  could not  be  r e a l i z e d  through t h e  es t ab l i shed  
bureaucracy. The CPaC-PPDC system was thus crea ted  t o  circumvent the  
e x i s t i n g  s t r u c t u r e  of government. 

The composition of CXDC included t h e  Prime Minister  and ch ie f s  
of a l l  m i n i s t r i e s .  Within CE!J)C a coordinat ing council was created t o  
manage t h e  program. The PPDC i n  t u r n  c o q r i s e d  t h e  province chicf  
and province s e r v i c e  ch ie f s .  Under t h e  system PPDC developed a l i s t  
of province p r i o r i t i e s  n e i t h e r  funded in t h e  m i n i s t e r i a l  budgets nor 
under t h e  M3RD o r  MOEM prograns. These p r o j e c t s  were then presentez  
t o  m3C through rcgioncl  coordinat ing counci ls .  On CRDC approval ,  
NFLD funds were l a t e r  m d e  a v a i l a b l e  t o  t h e  PPCC. Inplenenta t ion  of 
t h e  p r o j e c t s  would then be executed through the  province se rv ice  
s t a f f s .  Within the  nethodology of t h i s  sys ten  province government 
was given s u b s t a n t i a l  l a t i t u d e  i n  s e t t i n g  p r i o r i t i e s ,  planning and 
dec i s  ion-naRing. These c h a r a c t e r i s  t i d s  a l s o  gave i t  t h e  f l e x i b i l i t y  
t o  respon? quickly  t o  p a c i f i c a t i o n  requi rencnts  . Weaknesses evolved 
under t h e  CZX-PPDC sys tcn .  Yet, i n  an i n s t i t u t i o n a l  sense,  t h e  
progrnn has influenced t h e  s h i f t  of au thor i ty  t o  provinc i a l  g o v c r x 3 n t .  
This s h i f t  o f  a u t h o r i t y  i s  expected t o  be continued. 

Province Devclopnent Fund (PcF) 

I n  1970, a s  a sub-ac t iv i ty  of ITFLD, t h e  PDF was created.  I t s  
o b j e c t i v e  was t o  enhance t h e  p r e s t i g e  and a u t h o r i t y  of t h e  province 
councils  i n i t i a l l y  e l ec ted  i n  1970. Overall  nanngenent cont ro l  f o r  
PGF funds was ves tci? in C R X  ; however, t h i s  CBDC con t ro l  ~ n s  of c 
perfunctory nature .  The i n t e n t  was t o  g ive  t h e  e l ec ted  councils  
autonony i n  t h e  use and contro l  of such funds. Through t h e  use of 
these  funds t h e  councils  could f inance  a c t i v i t i e s  which would up-grade 
t h e i r  h g e  monz t h e i r  cons t i tuen t s  . 

The PDF ob jec t ive  was no t  f u l l y  r e a l i z e d .  Tenporari ly,  at l e a s t ,  
t h e  use  of PDF funds crea ted  an awareness of  the  province caunc i l ' s  
exis tence .  But PCF was l e s s  successful  i n  e s t a b l i s h i n g  t h e  council 
as c responsib le  and e f f e c t i v e  orzan of governnent. This l a t t e r  
shortconin2 was i n  p a r t  due t o  thn ~ b s c u r c  ~ n l  l i n i t e d  a u t h o r i t y  
which was delegated t o  t h e  councils .  This vazueness had t h e  e f f e c t  
c f  =king t h e  council  ' s  ef f c c t  iveness dependont on t h e  a t t i t u d e  of 
t h e  province c!lief. This s i t u a t i o n  was reenfarced by t h e  n e t h ~ d o l o g y  
of t h e  CRX-PP3C s y s t e ~ .  The sys ten ,  whether by design o r  otherwise,  
up-grade2 tllc province c h i e f ' s  dec i s iona l  a u t h ~ r i t y  G - 2 - v i s  t h e  
counci l .  This f a c t  was r e f l e c t e d  under t h e  CR3C-PPDC sys ten  whereby 
t h e  province chicf  was held accountable f ~ r  t h e  province progran. 
The r e s u l t  has bzen an inc reas inz  consol ida t ion  of a u t h o r i t y  and 
r e s p o n s i b i l i t y  i n  t h e  province ch ie f .  The r e p r e s e n t a t i v e  not ion  
Sehinc! the  PDF x t i v i t y  w2s not  cons i s t en t  wi th  the  r e a l i t i e s  of t h e  



CRX-PPDC s y s t c a .  Thus, f o r  t h e  nost p a r t ,  p rovince  c h i e f s  were un- 
sympathet ic  t o  t h e  counc i l s .  The FDP a c t i v i t y  was subsequent ly 
t e r n i n a t e d  i n  1972. 

3 - NFLD Financed E l e r ~ e n t s  

The NFLD program hns been f inanced  i n  p a r t  by Anerican h i d  
Chapter ( M C )  ax:! COG funding. Fron 1969 throueh September 1973 
USGID/GVN a l l o c a t i o n s  t o  NFLD mounted  t o  VNS13.9 b i l l i o n .  CEX had 
i n  t u r n  a l l o c a t e d  those  funds t o  t h e  PPDCs f o r  t h e  fo l lowing  purposes: 

- 

Tlunber ( M i l  1 ions)  

Pub l i c  Works 93 9 VN$ 8,906 
Irr i g a  t ion  200 2,065 
P rov inc i a l  Council (PDF) 3r 2,014 
Education 26 7 485 
P u b l i c  Heal th 135 303 
A g i c u l  t u r e ,  k n i n a l  Husbandry 

and F i s h e r i e s  178  88 
Other 4 - 26 

T o t a l s  

* No Records h i n t a i n e d .  

4 - Evalua t ion  of T r o i e c t  P e r f o r m n c e  

Over t h e  y e a r s  t h e  N n D  p r o j e c t s  have responded t o  a wi?e range  
of  needs. Sone 3,000 of  t h e  12,000 k i l o n c t e r  road s y s t e n  hcve been 
up-graded. f r r i s a t i o n  p r o j e c t s  have r e p o r t e d l y  nade p o s s f i l e  t h e  
a d d i t i o n  of =ore than  300,000 h e c t a r e s  of new' r ice lan2 .  School and 
h e a l t h  f a c i l i t i e s  hcve been expanded. These q u a n t i t a t i v e  achievenents  
a r e  s i s n i f i c a n t .  Yet underlying t h e s e  achievenents  have been sone 
manageuent t ype  d e f i c i e n c i e s  which, we b e l i e v e ,  have l e d  t o  some 
wastage of  r c s m r c e s .  

a .  P lanning  

Fron  incep t ion  u n t i l  1972 t h e  spcctrurzl of CXDC-PPDC a c t i v i -  
t i e s  was a l l - i n c l u s i v e .  I n  1970, when P3P was s t a r t e d ,  i t  l i k e w i s e  
sponsored 3 wide r a n p  of p r c j e c t  a c t i v i t i e s .  PEF overlapped w i t h  
v i l l a g e  s e l f  developnent p r o j e c t  a c t i v i t i e s  i n  t h a t  i t s  funds were 
used t o  b u i l ?  t h e  ~ 2 ~ 1 2  types  of  pro j c c t s  (i. e . ,  elementary c l a s s -  ' 
roons) .  The l a c k  of g u i l d l i n e s  i n  fun2 usagc r e s u l t e d  i n  a subsequent 



d u p l i c a t i o n  of e f f o r t  w i t h  bo th  funds b u i l d i n g  t h e  same kind of 
p r o j e c t s .  A r i s i n g  i n  p a r t  from t h i s  s i t u a t i o n ,  f a c i l i t i e s  were some- 
times cons t ruc t ed  and t h e n  not  u t i l i z e d .  P r i o r  a u d i t  r e p o r t s  c i t e d  
such examples as non-u t i l i zed  schools ,  d i s p e n s a r i e s  and mzrkets.  
Inadequate  i n t e g r a t i v e  planning thus  c h a r a c t e r i z e d  t h z  e ~ r i y  phase 
of t h e  p r o g r m .  However, w i t h  t h e  t e r n i n a t i o n  of PDF i n  1972, and 
t h e  r e s t r i c t i o n  of NFT,D a c t i v i t y  t o  secondnry roads  and irrigation, 
t h e  d u p l i c a t i v e  problem wcs reso lved .  

S ince  1972 t h e  FFLD progran  has only  finnnced. secondary rocd 
and i r r i g a t i a n  p r o j e c t s  . Of t h e  am, roads  have over-whelr.lingly 
rece ived  t h e  l a r g e s t  p ropor t ion  of funds. This  d i s t r i b u t i o n  of funds 
i s  exp la inab le  by t h e  f a c t  t k a t  t h e  GWT hes been unable  t o  provide  
budgetnry sup2or t  f o r  s econ la ry  roads.  ?JnD t hus  c o n s t i t u t e s  t h e  
only source  of funds a v a i l a b l e  t c  t h e  provinces  f o r  t h i s  purpose. 
The s e l e c t i o n  of t h e  road p r o j e c t s  has  been p a r t l y  motivated by 
p o l i t i c a l  cons ide rn t ions ;  however, t h e s e  roads  d i d  i n  p z r t  open up 
net? z r e a s  t o  s o c i a l l y  and econoniczilly s e l f - s u s t a i n i n g  secu re  popula- 
t i o n s .  h e r a l l  p lznning  has consequent ly been sonewhat i r r a t i o n a l  
and h igh ly  f r a p e n t e d .  This  f ragnented  type  planning nay hdve been 
s u i t e d  t o  t h e  needs of  t h e  overs11 progran;  however, i t  i s  ques t ion -  
a b l e  whether t h e s e  treits a r e  appropr ia te  f o r  a cont inuing  develop- 
n e n t  progran. l.Je t h e r e f o r e  b e l i e v e ,  a s  does t h e  USAD,  t h a t  cont inue2 
e f f o r t s  in secondary road c o n s t r u c t i o n  could b e  no r2  e f f e c t i v e l y  
r e a l i z e d  through t h e  es t ab1  ished bureaucracy.  

b .  Q u a l i t y  

The q u a l i t y  of p r o j e c t s  under t h e  NFLD progran has been 
g e n e r a l l y  u n s a t i s f a c t o r y .  I n  t h i s  con tex t  n 1971 a u d i t  r e p o r t  
cogen t ly  aske?, "are  roads  t h a t  soon bccone inpassn5 le  o r  d i r t y  and 
r e p e l l a n t  d i s p e n s a r i e s  dcs  i r a b l e  exanples  for  denons t r a t ing  trhe 
i n t e r e s t  and concern ... of t h e  Governnent." Over t h e  subsequent 
two y e a r s  t h e  scope of t h e  NFLD p ros ran  was consiclcrc5ly nn~rowec!. 
Q u a l i t y  h p r o v e n e n t ,  however, has  no t  r e s u l t e d  f r o a  t h e  concentra-  
t i c n  of a c t i v i t y .  Roa? p r o j e c t s ,  f o r  excnple,  s t i l l  cont inue  t o  b e  
poorly cons t ruc t ed .  k f a c t o r  c o n t r i b u t i n g  t o  t h i s  d e f i c i e n c y  has 
been t h e  use  of GVN array engineers .  Both USBID an? Vietnan E i g b a y  
Agency o f f i c i a l s  were c r i t i c a l  of t h e  a m y  eng inee r s '  pe r fomance .  
Q u a l i t y  con t ro l  was s t a t e d  t o  be  loose  and d i f f i c u l t  t o  enforce .  It 
was a l s o  i n c i c a t e d  t h a t  p r o j e c t s  can u s u z l l y  b e  constructec? n o r e  
econonice l ly  w i t h  p r i v a t e  c o n t r a c t o r s .  Y e t  f r o n  50 t o  70 pe rcen t  of 
a l l  ssccnclary rocd c o n s t r u c t i o n  has  been perfornecl by t h e  a n y  
eng inee r s  . 

c .  Technical  B n c k s t o p p i n ~  

Technical  backstopping suppor t  f o r  t h e  p r o j e c t s  hcs  been 
t h e  na j o r  " e f i c i ency  . Technic21 r e s p o n s i b i l i t y  (des ign  cnZ super-  
v i s i o n )  f o r  t h e  NFLD program was ass igned  t o  t h e  province s e r v i c e  



s t a f f s  . These a d d i t i o n a l  t a s k s  have enlarged t h e  s e r v i c c  s t a f f s  ' 
workload cons iderably .  In 1973, according t o  USAID o f f i c i a l s ,  t he  
D i r e c t o r a t e  f o r  I r r i g a t i o n  and Rural  Engineering was t h i n l y  s t a f f e d  
t o  implement i t s  own VNS2.1 b i l l i o n  budget program. Yet through t h e  
NFLD i t  had t o  assume r e s p o n s i b i l i t y  f o r  another  VhT$300 m i l l i o n .  
Vietnam Highwzy Agency o f f i c i n l s  c i t e d  o s i m i l a r  problem. This  has 
r e s u l t e d  i n  few p r o j e c t s  r ece iv ing  proper  t echn ica l  plznning and 
supervis ion .  

Undcr t h e  CRDC-PPDC s y s t e n  t h e  CRDC approval proccss was s t r u c -  
tured  t o  review t h e  f e a s i b i l i t y  2nd soundness of the  projec",. The 
r e s p o n s i b i l i t y  f o r  t e c h n i c a l  soundness was assigned t o  t h e  r e s p e c t i v e  
Saigon s t c f f s  of t h e  n i n i s t r i e s  concerned, i . e .  road p r o j e c t s  by t h e  
V i e t m n  Highway Agency. Thc Di rec to r  of one GVIJ agency, f o r  example, 
s t a t e d  t h a t  p r o j e c t s  were u s u a l l y  approved p r f o r  t o  h i s  s t a f f ' s  review. 

. In  h i s  opin ion  t h e  t echn ica l  des ign  of t h e  p r o j e c t s  was n o t  good. 
This  veckness has been a u p e n t e d  by CRDC'S l a c k  of surveillance capa- 
b i I i t y  t o  monitor t h e  p r o j  e c t s .  P e r i o d i c a l l y ,  t h e  province c h i e f s  a r e  
r e q u i r c d ' t o  r e p o r t  o r c l l y  on t h e  s t a t u s  c f  t he  projects; however, 
n i n i n n l  q u a l i f i e d  inde2enscnt t echn ica l  i n spec t  ion  o r  r e p o r t i n g  was 
s t r u c t u r e d  i n t o  t h e  syster.1. Tcchniccl management of t h e  progran was 
thus v e d c  a t  a l l  l e v c l s  cf  t h e  s y s t e n .  

In nid-1973 t h e  Vietnan I!i,nl~way Azency was reorganized .  Under 
t h i s  r eo rgan iza t ion  t h e  provinces w i l l  r e c e i v e  f u l l  r e s p o n s i b i l i t y  
f o r  t h e  secondary road sys t en .  Technical  backstopping suppor t  t c  t h e  
provinces w i l l  b e  provided by Vietnam Highway Agency D i s t r i c t  Off ices .  
By channel l ing  f u t u r e  funding through t h e  Vietnau Hi~hway Agency t h e  
USAID in tends  t o  s t r eng then  t h e  t echn ica l  l i nkage  between t h e  province 
and d i s t r i c t  o f f i c e .  This  focus on t h e  t e c h n i c a l  a s p e c t ,  we b e l i e v e ,  
w i l l  he lp  t o  c o r r e c t  one of t h e  n s j o r  d e f i c i e n c i e s  i n  t h e  c o n s t r u c t i o n  
cf secondary roach.  The need f o r  a d 6 i t i o n a l  q u a l i f i e d  s t a f f ,  however, 
w i l l  cen t inue  t o  remain a  problem. 

The D i r e c t o r a t e  of I r r i g a t i o n  and Rural  engineer in^ has respon- 
s i b i l i t y  f o r  t h e  water  con t ro l  system. To e f f e c t  t h i s  r e s p o n s i b r l i t y  
it has only 29 enz inee r s .  As  s t a t e d ,  t h i s  s t a f f i n g  has been inade- 
qua te  t o  n o n i t o r  NFLD i r r i p t i o n  p r o j e c t s  proper ly .  The p r o j e c t s  have 
g e n e r a l l y  reflectec! t h i s  situation. As an exanple c  USAD engineer  
inforrled us t h a t  a r e c e n t l y  conplete?. VN$10 n i l l i o n  dan b u i l t  a t  Xuan 
Phu r.zy l a s t  l e s s  than two yc.r?rs slue t o  t h e  i n f e r i o r  su r fac ing .  P r i o r  
a u l i t  r e p o r t s  observed s h i l a r  type  prcbleus  (cracking s u r f a c e s ,  e t c . )  
t h r o u z h ~ u t  t h e  country.  I f  t hese  cons t ruc t ion  d e f i c i e n c i e s  a r e  t o  b e  
reduce2 anC/or avoided t h c  D i r e c t o r a t e  n u s t  then  inc rease  i t s  l e v e l  of 
supe rv i s ion  over t h e  c o n t r a c t o r s .  Yet we noted t h a t  t h e  CRDC-PPDC 
s y s t e n  has planne2 t o  spenc! n c r c  funds f o r  i r r i g a t i o n  i n  1974 than i n  
any p r i o r  year-over VN$700 g i l l i o n .  



The above c i r cuns t ances  wauld a?pear t o  d i c t a t e  t h a t  t h e  
~ i r e c t o r a t e  's ex t rabudgetary  p r ~ g r c n  be  reduced t o  a l e v e l  comensu-  
r a t e  w i t h  i t s  t e c h n i c a l  c a p a b i l i t y .  We b e l i e v e  t h a t  t h e  above s i t u a t i o n  
shoulcl b c  reviewed i n  both  a c u r r e n t  and f u t u r e  conte:rt by t h e  USAID. 

Recornendation No. 1 

USAID/VN should review and d e t e r n i n e  t h a t  t h e  
l e v e l  of  e x t r a b u d ~ e t s r y  funding suppor t  p r o ~ r n n e d  
f o r  i r r i g a t i o n  thrgugh t h e  Nntionnl Fund f o r  Local  
Dcvelopnent i s  conr.lensurate w i t h  t h e  D i r e c t o r a t e  of 
I r r i g a t i o n  and Rural  Engineer i n z  ' s t e c h n i c a l  capa- 
b i l i t y .  

C - VILLAGE SELF DEVELOPMENT PROGRAM (VSD) 

1 - P r o ~ r ~ n  Purpose 

The VSD progran evolve? i n  1969 from a G~W/USAD re-enphasfs  of 
v i l l a z c  governnent.  I t s  purpose was t c  e s t a b l i s h  t h e  v i l l a ~ e  a s  an 
e f f e c t i v e  and r e s p o n s i 3 l e  u n i t  of Zoverment .  To r e a l i z e  t h i s  ob jec-  
t i v e  the  p r e s t i g e  and a u t h a r i t y  :3f popular ly  e l e c t e d  o f f i c i a l s  had t o  
be  enhancci.  V i l l cges  were thus  granted  autonony i n  t h e  a y e r a t i o n  and 
f i s c a l  annzgenent of t h e i r  VSD p o j e c t s .  A key e l e n c n t  of t h e  p togran  
was t h e  s e l e c t i o n  of p r o j e c t s  v i a  open v i l l a g e  n e e t i n ~ s .  The i n t e n t  
was t o  l e t  t h e  people deciclc through der iocra t ic  processes  what inprove-  
n e n t s  they  panted .  

An understnnding of t h e  p r o p a n  was e s s e n t i a l  t o  i t s  success .  
This  was of p a r t i c u l a r  s i g n i f i c a n c e  w i t h i n  t h e  context  of  l o c a l  govern- 
n e n t  respans  i b i l  i t i e s  . Tc f o s t e r  such unders tandins  VSD p i . 3 ~ 1  i n e s  
were developed and n train in^ prozran  was i n s t i t u t e 2  a t  t h e  Nationnl  
T r a i n i n s  Center  f o r  t h e  czdres  and v i l l n s e  o f f i c i a l s .  To coaplenent  
t h i s  t r a i n i n g  over  100 cornuni ty  developnent o f f i c e r s ,  engaged under 
c USAD funded Eas t e rn  Cons t ruc t ion  Conpany c o n t r a c t ,  were loca t ed  
anon2 t h e  v i l l a g e s  a s  adv i so r s .  The f i r s t  two y e a r s  of t h e  VSD program 
genera ted  l i t t l e  comprehension anon2 t h e  v i l l a g e s .  A c t i v i t i e s  were 
inp lenented  w i t h  l i t t l e  cons ide ra t ion  g iven  t o  t h e  p r i n c i p l e s  involved. 
Fron subsequent exper ience  t h e  prDgran has now cone t o  b e  b e t t e r  under- 
s t o o l .  Energing f r o n  t h i s  unders tandins  is a self-development proccss .  
At p re sen t  sone 32 of t h e  2,100 v i l l a g e s  a r e  c l a s s i f i ec l  zs "developnent 
v i l l a z c s  . " 

The p r o j e c t s  were r equ i r ed  t o  b e  s e l e c t e d  by coKmunal consensus 
reache? a t  open n e e t i n z s .  This  s t i p u l n t i o n  wns base? on t h e  p r e n i s e  
t h a t  c l l  n m b e r s  c f  t h e  cormunity had t o  b e  involve? t o  achieve  popular  
suppor t .  For  t h e  n s t  p a r t ,  howzver, it would appear  t h n t  p r o j e c t s  



had been s e l e c t e d  by t h e  v i l l a g e  counc i l s .  Once s e l e c t e d ,  an  i n t e r e s t e d  
group would u s u a l l y  undertake r e s p o n s i b i l i t y  f o r  t h e  vo lun ta ry  f inan -  
c i a l  suppor t  and cons t ruc t ion  of t h e  p r o j s c t .  There have been some 
repor t ed  in s t ances  where v i l l a g c  c h i e f s  a r b f t r a r i l y  sLlcc :d  p r o j e c t s .  
But t hcse  in s t ances  have supposedly been minimal. The ccnqelsus among 
U S A D  o f f i c i a l s  was t h a t  t h e  pure democratic concept o i  f u l l  community 
p c r t i c i p n t i o n  was not  p r a c t i c a b l e  because it r e s t r i c t e d  t h e  a u t h o r i t y  
of  t h e  e l e c t e d  o f f i c i a l s .  

F i s c a l  s e l f  s u f f i c i e n c y  has been a  concern t o  t h e  PSD progran. 
Un t i l  r e c e n t l y  v i l l a g e  taxes  generated i n s i g n i f i c a n t  revenues. The 
v i l l a g e  budgets  t h e r e f o r e  r e l i e d  heavi ly  on the  Minis t ry  of I n t e r i o r  
f o r  fundicg suppor t .  In October 1972, under USAID'S Local Revenue 
Inprovment  Program, upward r e v i s i o n s  were r ide  i n  t h e  b a s i s  mcl r a t e  
of t he  l o c a l  t nx  assessnent .  As 2 consequence of b p l c u e n t i n g  t h i s  
new tnx  law l o c a l  revenues have s t n r t e d  t o  inc rease  d r a r n t i c a l l y .  
Lcccl  revenues, f o r  exanplc, have been p ro jec t ed  t o  inc rease  f r o n  a  
l e v e l  of Vb1$2.2 i n  1971 t o  VN$8 b i l l i o n  i n  1973, of which VNS7.2 had 
been c o l l e c t e d  a s  of Septenber 30, 1973. By 1975 the  l o c n l  revenues 
z r e  e x p e c t d  t o  reach YN$14 b i l l i a n .  These inc reases  =ore than  keep 
a b r e a s t  w i t h  t h e  r a t e  of i n f l a t i o n .  

Tl~e f i n n n c i a l  igpac t  on t h e  v i l l a g e s  has been s i g n i f i c a n t .  Of 
~ p p r o x h t e l y  2,100 v i l l a g e s  806 a r e  now s e l f  s u f f i c i e n t  i n  def raying  
t h e i r  cpe ra t iona l  expenses; of t h e s e ,  32 a r e  c l a s s i f i e d  as developnent 
v i l l a z e s .  Another 318 v i l l a e e s  a r e  between 40 t c  65 percent  s e l f  
s u f f i c i e n t ,  wi th  sone 1,000 v i l l a g a s  a t  l e s s e r  l e v e l s .  The 1972 t a x  
r e f o r n  has thus  2nhanceZ l o c 2 l  autonozy. 

On t h e  b a s i s  of i nc reas ing  revenues M3RD has endeavored t o  r e -  
enforce  se l f -deve lapcen t  i n  the  richer v i l l a g e s .  The 1973 VSD progrcln 
was p red ica t e2  on a  na tching  fund b a s i s .  I n  t h i s  r ega r6  funds o l l o -  
c a t &  t o  t h e  VSD program f r o n  v i l l a g c  budget revenues r o s e  f r o n  Vb?$58 
m i l l i o n  i n  1972 t o  YN$340 n i l l i o n  a s  of Septenber 30, 1973, This  
na t ch inz  fund e f f o r t  would thus appear t o  have been r e l a t i v e l y - e f f e c -  
t i v e  . 

Program Financed Elements 

Funding f o r  t h e  VSD progran has been provided f r o n  AAC funds. 
 fro^ 1969 through Septezber  30, 1973, USAID/GVN a l l o c a t i o n s  t o  VSD 
anounted t o  VIJ$11.1 S i l l i o n  a s  shown below: 



R o i e c t  Amount 
l'ype Number (VN$OOO) 

Bridges 
Construction Repair 
Markets 
Medical Units 
Roads 
Schools 
Okher 

Credi t  Program 

KO. of Loans 

Tota l  VN$ll,,l22,537 

3 - Evaluation of Performance - P r o j e c t s  

P r o j e c t s  were c l a s s i f i e d  i n t o  two categor ies  based on VSD fund 
usage. Category I included those p r o j e c t s  which used VN$300,000 o r  
l e s s ;  and category TI those  i n  excess of VN$300,001. Category I1 
p r o j e c t s  had t o  rece ive  p r i o r  provincia l  a p p r ~ v a l  . Addi t ional ly ,  f o r  
those p ro jed t s  i n  excess of VN$500,000, a  technical  p lan  had t o  acc3m- 
pany t h e  reques t  f o r  approval.  This approval requirement was t o  serve  
a s  a b a s i s  f o r  coordinating t h e  implementation of l a r g e r  p r o j e c t s  wi th  
the  m i n i s t e r i a l  e x p e r t i s e  located a t  the  px'ovince. Y e t ,  d e s p i t e  t h i s  
system, category I1 p r o j e c t s  were repor tedly  poorly cans t ructed .  This 
was due t o  the  inadequacy of provincia l  t echn ica l  backstopping. Addi- 
t i s n a l l y ,  according t o  MORD o f f i c i a l s ,  these  p r o j e c t s  have been the  
t a r g e t  of some corrupt  p rac t i ces .  The divers ion had u s ~ i c l l y  accurred 
i n  t h e  procurement phase. By hedging on n a t e r i c l s  t h e  q u a l i t y  of 
cons t ruc t i an  was r e s u l t a n t l y  poor. 

USAID and MORD repor t s  s t a t e d  conparat ively l i t t l e  on the  qua l i -  
t a t i v e  aspects  ~f the  p ro jec t s .  This l ack  of r epor t ing  m y  have been 
due t o  t h e  character  of t h e  prggram which regarded t h e  p ro jec t s  a s  
c a t a l y s t s .  We observed t h a t  the  p r o j e c t s  have genera l ly  been simple 
and func t iona l .  This type of const ruct ion has been encouraged under 
t h e  progrm.  The guidel ines ,  f o r  exanple, precluded t h e  a s s i g m e n t  
of const ruct ion to  profess ional  Vietnamese engineering f i m s  (though 
such f i r m  were used). I f  necessary,  technical  advice could be 
secured, but  the  const ruct ion per  s e  had t o  be perforned by the  
voluntary labor  e f f o r t s  of the v i l l a g e s .  Under t h i s  sys teu  t h e  
q u a l i t y  of const ruct ion has genera l ly  been r e f l e c t i v e  of t h e  low 



l e v e l  s k i l l S  of t h e  c o m n i t i e s .  A s  such USA'ID and MDSD have no t  
considered q u a l i t y  an e s s e n t i a l  ingredient  t o  t h e  ob jec t ive  of t h e  
progran. 

Evaluat ion of Perfomance - Cred i t  P r o ~ r a m  

Fron 1970 the  v i l l a g e s  have been p e r r ~ i t t e d  t o  use  a por t ion  o r  
c l l  of t h e i r  annual VSD a l l o c a t i o n s  f o r  c r e d i t .  The A z r i c u l t u r a l  
Developnent Bank (bank) has then m t c h e d  these  a l l o c a t i o n s .  Use of 
c r e d i t  funds have been r e s t r i c t e d  t o  production r e l a t e d  a c t i v i t i e s .  
A t  present  loans up t o  a m x b  of VN$50,0CG a r e  m d e  a t  24 percent  
i n t e r e s t  per annun. These terns have conpnred favorcbly wf th  t h e  60 
percent  D r  higher r a t e  chargec! by noney l enders .  

A ~ g r e g a t c  s t a t i s t i c s  on the  c r e d i t  progran a s  of  Septenber 30, 
1973 were: 

Loan Anorint 
Amount No. of Delinquent 

Year - (VNSOCO) Loans (VN$ 000) 

Tota ls  

1/ Cutstanding balance of VN$581 n i l l i o n .  Not due - 
u n t i l  February 1974. 

The delinquency r a t e s  f o r  1970 and 1971 were unusually high due 
t o  t h e  inc lus ion of seve ra l  v i l l n z e s  which incurred heavy war damge 
o r  were sub jec t  t o  secur i ty 'p rob lens .  Where s e c u r i t y  and war danage 
have been -ifiir;lal t h e  delinquency r o t e  was only about 7 percent .  The 
l a t t e r  delinquency r a t e ,  we f e e l ,  was not  unteasonable. Yet f r o n  a 
revolving fund e f f e c t  t h e  h i ~ h  r n t e  of delinquency has reduced the  
a v a i l a b i l i t y  of c r e d i t .  

Management r e s p o n s i b i l i t y  f o r  t h e  c r e d i t  progran has been 
assiened t o  t h e  bank. Under t h e  c r e d i t  system v i l l a g e  VSD funds a r e  
Ceposite.3 a t  t h e  province branch of t h e  bank i n  t h e  name of the  
v i l l n e e .  The bank i s  responsi5 le  f o r  the  accounting and d isburse-  
ment of t h e  funds. Loan processifig o r  approval has been ves ted  wi th  
t h e  v i l l a g e  c r e d i t  coun i t t ees ,  which a r e  comprised n o s t l y  of v i l l c g e  
o f f i c i a l s .  The bank can dec l ine  v i l l a g e  approved app l i ca t ions  bu t  
t h i s  seldon happens. Disburse=lent and repaynent of  a loan is  nade 
e i t h e r  d i r e c t l y  t o  o r  f r o n  t h e  b o r r ~ w e r  o r  through t h e  v i l l a g e  c r e d i t  



committee, depending on t h e  d i s t a n c e  t o  t h e  bank. For de l inquent  
accounts  t h e  bank n o t i f i e s  t h e  province ch ie f  who then sxc-rts p re s su re  
on t h e  v i l l a g e  c r e d t t  committee t o  undertake c o l l e c t i o n .  

The q u a l i t a t i v e  a s p e c t s  of t he  loans  have hinged on t h e  e f f e c -  
t i v e n e s s  of t h e  v i l l a g e  c r e d i t  committees. S ince  t h e s e  conn i t t ees  
lacked experience,  problens were p r e d i c t a b l e  dur ing  t h e  i z i t i a l  phase. 
Anong t h e  e a r l y  problens c i t e d  by MORD were: 

1. Loans were most ly granted t o  t h e  r e l a t i v e s  o f  v i l l a g e  
o f f i c i a l s  znd populcr f o r c e  s o l d i a r s ;  

2 .  Loan a p p l i c a t i o n s  were kept  c t  t h e  v i l l a g e s  f o r  undue 
per iods  of t i n e  be fo re  being forwarded t o  t h e  bank; and 

3 .  The progran was c a r r i e d  out  w i thou t  a n  understanding of 
t h e  VSD p r i n c i p l e s  involved. 

mRD o f f i c i a l s  inforned us t h a t  t h e i r  i n spec t ion  t e a m  have 
r e g u l a r l y  addresce6 thense lves  t c  t h e s e  problens .  These problens ,  
however, have n o t  been e f f e c t i v e l y  reso lved .  To svne e x t e n t  r e  found 
t h a t  lozns  were s t i l l  granted  t o  r e l a t i v e s  o r  f o r  a "fee" . The de lay  
i n  forwarding t h e  a p p l i c a t i o n s  t o  t h e  province bank was a nuch mre 
widespread problen.  The p r i n c i p a l  reason f o r  t h i s  de lay  1.7~~s t h a t  t h e  
v i l l a e e  c r e d i t  c o m i t t e e s  tende6 t o  w a i t  u n t i l  they had processed a l l  
a p p l i c a t i o n s  c o m i t t i n g  t h e  a v z i l a b l e  loan  funds.  Only a f t e r  t h i s  
t h e  consming  process  ( sone t ines  60 o r  n o r e  days)  was t h e  e p p l i c a t i o n  
forwarded t o  t h e  province bank. Despi te  t h e s e  p r o b l e m  t h e  c r e d i t  
program has s t i l l  been g e n e r a l l y  e f f e c t i v e .  

The USAID i s  a t  p re sen t  f o r n u l a t i n &  p lans  t o  i n c r e a s e  t h e  fundine 
of t h e  c r e d i t  prozran.  Under t h e s e  p l ans  up t o  VN$2 b i l l i o n  w i l l  b e  
lonned t o  t h e  bank. The bank w i l l  then m k e  t h e s e  h d s  a v n i l a b l e  t o  
s e l e c t e d  v i l l a g e s  under e x i s t i n g  o p e r a t i m l  procedu-cs. Ti-e purpose 
of t h i s  funding inc rease ,  according t o  USAID o f f i c i a l s ,  is  t o  t e s t  
t he  m g n i t u d e  of t h e  r e l a t i o n s h i p  between c r e d i t  and product ion.  
Relevant  t o  t h e s e  p l ans ,  we b e l i e v e ,  i s  t h e  need f o r  a h i zhe r  c r e d i t  
l h .  We found a consensus m.ong GVN and USAID o f f i c i a l s  t h a t  t h e  
VN$50,000 ' l L ~ i t  is  too  low. T'ne r e c e n t  r i s e  i n  f e r t i l i z e r  and seed 
p r i c e s  r e q u i r e s  n h izhe r  linit. It was gene ra l ly  f e l t  t h a t  a th ree -  
f 3 l d  i n c r e a s e  is  necessnry.  A h i s h e r  lkit would obviously decrease  
t h e  n d e r  of loans  which could b e  m d e .  Yet we b e l i e v e  t h i s  c spec t  
i s  of s u f f i c i e n t  inpor tancc  t h a t  it n e r i t s  c a r e f u l  cons ide ra t ion .  



Recarmendat i on  No. 2 

USAID/VN should (a) i n  cooperat ion w i t h  t h e  
A g r i c u l t u r a l  Devclopnent Bank study t h e  f e a s i -  
b i l  i t y  of s u b s t a n t i a l l y  inc reas ing  t h e  rip-xinur-i 
c r e d i t  l i n i t  under t h e  VSD c r e d i t  prograr.1, cn3 
(b) inprove loan  g fan t ing  procedures which would 
reduce t h e  t i n e  r equ i re?  t o  process loan  a p p l i -  
c c t  ions.  

The e t h n i c  m i n o r i t i e s  of South Vietnan c o n s i s t  of approxi-  
mately 900,000 Montagnards and Cham o r  about 4.7 percent  of t h e  
t o t a l  populat ion.  Because of c u l t u r a l  and l i n g u i s t i c  d i f f e r e n c e s  
they  have t r a d i t i o n a l l y  l i v e d  i n  an n t m s p h e r e  of m t u a l  d i s t r u s t  
w i th  t h e  e t h n i c  Vietnanese.  In 1.967 t h e  GVN e s t a b l i s h e d  t h e  MDEM 
t c  pronote t h e  i n t e r c s t s  of t h i s  group. USAID nss i s tnnce  was con- 
c u r r e n t l y  provides t c  develgp a n  MDEM c a p a b i l i t y  and responsiveness 
t c  i n t e g r a t s  t h e  e t h n i c  n i n o r i t i e s  i n t c  Vietnanese s o c i e t y .  

One of MDEFI'S h ighes t  p r i o r i t i e s  has been t h e  i d e n t i f i c a t i o n  
and t i t l e  r e g i s t r a t i o n  of : raZi t ional  Montagnard land .  12 suppor t  
of t h i s  p r i o r i t y  a USAID prcz raa  has airled t o  i d e n t i f y  land  h i s t o r -  
i c a l l y  c p a r t  c f  t h e  pub l i c  donain b u t  occupied by t h e  Montagnards. 
The u n i t  of  t i t l a  r e g i s t r t t i o n  i s  t h e  ' b i n  l i v i n g  a rea"  which 
c o n s t i t u t e s  t h e  land needed t o  support  a hamlet. The t i t l e s  t o  t h e s e  
' h a i n  l i v i n g  a r e a s  " a r e  then  r e g i s t e r e d  i n  t h e  nane of t h e  v i l l a g e s  
( h a n l e t s  a r e  no t  a l e g a l  e n t i t y ) .  A t  p re sen t  a l l  "main l i v f n g  a reas"  
(about 1,400) conpr i s  ing some 1 .4  m i l l  i on  hec ta re s  have been i d e n t i f i e d  . 
T i t l c s  a r c  now i n  the process cf being r e g i s t e r e d .  Yet only about 
h a l f  the land of a l l  t h e  ' h a i n  l i v i n g  a reas"  i s  p r e s e n t l y  in  GVN con- 
t r o l l e d  t e r r i t o r y .  Thus, e s  a p r a c t i c a l  neasure ,  t h e  t r a n s f e r  of 
" m i n  1ivFr.z a ren"  t i t l e s  has not  s e t t l e 6  t h e  Montngnarc! land ?roblea .  

An m d i t  (Report No. 9-730-72-11) perforr-led i n  l a t e  1971 d i sc losed  
t h a t  o cons t ruc t ion  progran t o  provide needed pub l i c  f z c i l i t i e s  f o r  
t h e  Montagnards hnd been u n s a t i s f n c t o r i i y  inplenented .  The Nat iana l  
Mont rpa rd  Tra in inz  Center \,7as c m p l e t e d ;  however, cn ly  32 of 100 o t h e r  
planne? f a c i l i t i e s  (cor;ln~nity c c n t c r s ,  schools ,  e t c . )  were cons t ruc ted .  
This  progran s h x t f a l l  was a t  t r i b u t e ?  t c  planning de lays  an,? r i s  ing 
p r i ces .  Anon& t h e  no re  p c s i t i v e  a s p e c t s  c i t e d  were t h e  o rgan iza t ion  
c f  Peoples Se l f  Defense Forces nnsng some 384 e t h n i c  n i n o r i t y  v i l l a g e s ;  
and e f f g r t s  t o  develop a  f o m l  educat ion s y s t e n  f o r  Hontamards.  
E s s e n t i c l  t o  t h e  l a t t e r  has been n m c h  neede2 i n c r e m e  i n  t h e  number 
of q u n l i f i e d  t eache r s .  The Bnn Me Thuot n o r m 1  school ,  f o r  exanple, 
has been t h e  only i n s t i t u t i ~ n  t r a i n i n g  Montamord elementary teachers .  



Yet, u n t i l  1971, t h e  i n s t i t u t i o n  had only graduated 123 t eache r s .  
Due i n  p a r t  t o  USAID a s s i s t a n c e ,  we found t h a t  t h e  annual nunber of  
graductcs  has  subsequent ly increased  t o  268. These e f f o r t s  i n  educa- 
t i o n ,  t l h i l e  s i g n i f i c a n t ,  d3 n o t  begin  t o  n e e t  t h e  enornous needs of 
t h e  n i n o r i t y  group. For exanple,  only 1 9  percent  of c l l  ~ t h n i c  
n i n o r i t y  c h i l d r e n  of school  ase a t t e n d  school .  Of t hese ,  less than  
2 pa rccn t  a r e  i n  secondary schools .  The educa t iona l  nccds are perhaps 
n o s t  cogec t ly  sxp-essee. by t h e  i l l i t e r a c y  r n t e  which i s  about  90 Yer- 
c s n t  anong t h e  e t h n i c  n i n o r i t y  pcpula t ion .  Education has thus  been 
one ~f  t h c  e t h n i c  n i n o r i t y  's =or& p res s ing  needs. 

I n  t h i s  regarcl t h e  N a t i ~ n c l  Montagnard Tra in ing  Center  has  
r e c e n t l y  in t roduce3  v o c a t i o m l  ccu r ses .  I n s t r u c t i c n  has bcen o f f e r e d  
i n  a v c r i e t y  of a r e a s  such as a g r i c u l t u r e ,  hone econonics ,  l and  nanage- 
n e n t ,  coope ra t ives ,  hen l th ,  and t r a d e  s k i l l s .  The t r c i n i n g  of l i t e r a c y  
t e a c h e r s  has  been another  i z p ~ r t a n t  s u b j e c t  n a t t e r .  To d a t e  about  200 
l i t e r a c y  t cache r s  have been t r a i n e d  and s e n t  i n t o  t h e  v i l l a g e s  t o  t each  
about  4,000 people.  The t r a i n i n p  c e n t e r  has  thus  served as an  important  
ad junc t  i n  1 ~ ~ f . l ' ~  e f f o r t  t o  educa t s  i t s  popu la t i ac .  Operat ional  suppor t  
f o r  t h e  ccn tc r  has been i n  p a r t  provided by LAC funding.  A cont inua-  
t i o n  of t h i s  f i n a n c i a l  sup?or t ,  y e  be1 i eve ,  r ~ e r i t s  cons ide ra t ion  by 
USATD. 

The socio-econonic inprovezlent of t h e  e t h n i c  n i n o r i t P e s  has 
hinged in  l a r g e  p o r t  on i n t e r - r i n i s t e r i c l  coord ina t ion .  Yet,  u n t i l  
r e c e n t l y ,  t h i s  has  been t h e  one a s p e c t  where r e s u l t s  have been l e a s t  
f r u i t f u l .  This  s i t u a t i o n  has been i n  p a r t  a t t r i b u t a b l e  t o  a r e l u c t a n c e  
of MDEM t o  coord ina te  w i t h  o t h e r  n i n i s t r i e s .  MDEM has tended t o  r e -  
zard  i t s e l f  as a  kind of nini-government.  To change t h i s  a t t i t u d e  has 
been one of t h e  no re  d i f f i c u l t  USAID t a s k s  under t h e  program. Sone 
p rog res s ,  however, i s  now beconing ev iden t .  The MDEM has r e c e n t l y  
s ta r t& t o  coopera te  nuch no re  e f f e c t i v e l y  w i t h  t h e  Minis t ry  of 
Education; f o r  exanple,  10C s tuden t s  have been enrollec! a t  Dala t  
~ n i v e r s  i t y  's pedagogical school .  A similar s i t u a t  l op  has  occurre2  
i n  a g r i c u l t u r e  whereby 200 Son Thon ccdre  have been t r a i i l e?  a s  
ex tens ion  agen t s .  ~ h e s e  r e s u l t s  have n o t  been d r s n a t i c  b u t  a t  l e a s t  
they  c o n s t i t u t e  a s t a r t  i n  2 long- t e rn  process .  

Pclor o rg3n iza t ion  and l a c k  of  q u a l i f i e d  s t a f f  w i t h i n  t h s  MDEM 
has a u p e n t e d  t h e  coord ina t ion  problem. These d e f i c i e n c i e s  have been 
zest cogent ly  r e f l e c t e d  i n  PEXPI's i n a b i l i t y  t c  i d e n t i f y  problems and 
then des ign  c corresponding p lan  o f  a c t i o n .  S teps  have becn taken  t o  
up-grac!e t h e  MDEM s t a f f .  At p r e s e n t ,  51  Montagnnrds a r e  r e c e i v i n g  
long- t e rn  t r a i n i n g  a t  t h e  GVN'S Nat ional  I n s t i t u t e  of Ac l r~ in i s t r a t i on ;  
another  f i v e  have been s e n t  abroad (Ph i l i pp ines  and U.S.) f o r  t r a i n i n g  
i n  a g r i c u l t u r e .  The a s s h i l ~ t i o n  of  t h e s e  t r a i n e d  personnel  shoul5  
even tua l ly  s t r e n g t h e n  t h e  IDDI o r j y n i z a t i o n .  



lmong t h e  e t h n i c  minor i ty  v i l l a g e s  we found t h a t  t h e  s e l e c t i o n  
of VSD p r o j e c t s  seldom involved t h e  people.  I n  P le iku  province,  f o r  
example, USAID o f f i c i a l s  s t a t e d  t h a t  d i s t r i c t  o r  province o f f i c i a l s  
u s u a l l y  made t h e  dec i s ion .  Cons t ruc t ion  of p r o j e c t s ,  con t r a ry  t o  VSD 
gu ide l ines ,  were l a r g e l y  performed by c o n s t r u c t i o n  firms. These 

, p r o j e c t s  were nonethe less  poor ly  cons t ruc t ed .  We observed t h a t  t h e  
cement ~rorlc on b u i l d i n g s  had a n  a?parent  snndy t e x t u r e .  This  and 
o t h e r  similar d e f i c i e n c i e s  s u g ~ e s t e z  t o  u s  t h a t  c o n t x c t o r s  had hedged 
on m a t e r i a l s .  MDEM and USAID o f f i c i a l s  s t a t e d  t h a t  such p r a c t i c e s  
were n o t  uncmmon. 

There rras l i t t ls  understanding of t h e  VSD c r e d i t  program. For 
example of  VN$800,000 o l l o c a t c ?  f o r  c r e d i t  7urposes i n  P lc iku ,  on ly  
VN$400,000 had been loaned.  One reason  f o r  t h i s  slow movement o f  
c r e d i t  funds was  t h e  low socio-economic l e v e l  of  t h e  e t h n i c  m i n o r i t i e s .  
Most a r e  s u b s i s t e n c e  type  farmers  who have l i t t l e  comprehension of  a 
money economy. It would thus  appear t h a t  t h e  program has been too 
s o p h i s t i c a t e d  f o r  t h e  m a j o r i t y  of t h c s c  v i l l a g e s .  

E - PROJECT ACCOUNTING CONTROL 

1 - Al loca t ion  Procedures  

Annually t h e  U S A D  and t h e  G V N r s  D i r e c t o r a t e  General of budget 
and Foreign Aid (DGBFA) determine t h c  m o u n t  of l o c a l  cur rency  funding 
which w i l l  suppor t  t h e  va r ious  p r o j e c t s .  The amounts o r e  then  programed 
f o r  s p e c i f i c  u ses  through p r o j e c t  agreements. These agreements a l l o t  
funds through DGBFA t o  CRDC, MORD and MDEM. Each of t h e  t h r e e  organiza-  
t i o n s  i s  thus  r e spons ib l e  f o r  e x e r c i s i n g  c o n t r o l  over  fund usage. 

Under t h e  e s t a b l i s h e d  procedures  t h e  o r g a n i z a t i o n s  a l l o c a t e  funds 
to the implementing unit of government. CRDC allocations are made t~ 
t h e  provinces  and MORD and MDEM a l l o c a t i o n s  t o  t h e  v i l l a g e s .  The 
a l l o c a t i o n s  a r e  forwarded t o  t h e  DGBFA f o r  a p p r o v ~ l  On approval ,  
payment o r d e r s  f o r  t h e  amount of t h e  a l l o c a t i o n s  a r e  i ss .~ed by t h e  
n a t i o n a l  t r ea su ry .  These payment o r d e r s  then  flow t o  t h e  province 
t r e a s u r y  branches whidh c r e d i t  t he  proTtince and v i l l a g e  accounts  f o r  
t h e  a l l o c a t e d  m o u n t s  under t h e  r e s p e c t i v e  p r o g r m s .  The withdrawal  
of funds i s  subsequent ly  made from t h e s e  nan- in te res  t bear ing  t r e a s u r y  
accounts  . 

I n  an accounting c m t e x t  t h e  GVIt recagnizes  t h e  a l l o c a t i c n  as 
t h e  o b l i g a t i o n  and t h e  payment o r d e r  as t h e  l i q u i d a t i o n  of t h e  
o b l i g a t i o n .  The funds f o r  t h e  payment a r d e r  c ~ n s t i t u t e  o GVN advance 
o f  funds under t he  p r o j e c t  agreenents ,  Thus, t o  reimburse i t se l f ,  
t h e  GVN through t h e  DGBFA s u b n i t s  c p c r i o l i c  r e p o r t  t o  t h e  U S N D  which 
r e f l e c t s  t he  o b l i g a t i z ~ n s  ( a l l o c a t i o n s )  and l i q u i d a t i o n s  (payment a r d e r  
t r a n s f e r s ) .  This  GVN system of  r e p o r t i n g  f a c i l i t a t e s  reimbursement 



of GVN advances; however, i t  provides no d e t a i l s  on t h e  a c t u a l  
expendi ture  o f  funds. 

D e t a i l s  on fund usage have depended on the  i n t e r n a l  r epor t ing  o f  
t h e  o rgan iza t ions .  Under these  procedures the  o rgan iza t ions  r e q u i r e  
t h e  provinces and v i l l a g e s  t o  r e p o r t  monthly on t h e  expendi ture  of  
funds. I f  done, and p rope r ly  c o l l a t e d ,  t h i s  r e p o r t i n g  would provide 
p e r t i n e n t  information on t o t a l  fund u t i l i z n t i o n .  For MORD and MDEM 
t h i s  was g e n e r a l l y  done; however, i n  t h e  case  o f  CRDC, we found that 
n o t  a l l  p r ~ v i n c e s  were r epor t ing .  Nar hzd SRDC es t ab l i shed  procedures 
to  c o l l a t e  t h e  da tn  t h a t  had been received.  The ccnsequence wns t h a t  
CRDC d id  no t  havz adequate informat ion  on fund usage. This  informa- 
t i a n  i s  n = t  a n l y  necessary  f c r  management purposes but  i t  was requi red  
under the  agreements, 

Recanmendati~n No. 3 

USAID/VN should r e q u e s t  CR3C t=, submit t h e  
requi red  r e p c r t i n g  on p r o j e c t  fund usage. 

One of t he  problems a r i s i n g  from t h i s  s i t u a t i o n  i s  t h e  accumulation 
of unexpended CRDC a l l o c a t i o n s  a t  t h e  province l e v e l .  From l i m i t e d  
CRDC d a t a  these  balances would appear t c ~  be s i g n i f i c a n t .  Seven p r ~ v i n c e s ,  
f o r  example, had about VN$80 m i l l i o n  i n  such balances f o r  1970 t h r u  1972. 
The a v a i l a b i l i t y  c f  t h e s e  balances c m l d  reduce the  need f o r  sone nct7 
year  funding. 

Reconnendat im No. 4 

USAID/VN should r eques t  CRDC t 3  (a) f u r n i s h  
i n f o r n a t i o n  by year inc lud ing  1973 on unexpended 
balances r e t a i n e d  a t  t h e  p r w i n c e s ,  and (b) 
r e t u r n  the  unexpended balanoes t3 GVN/USLID 
c o n t r o l  . 

CRDC rece ived  $16.4 m i l l i o n  from DOD f o r  secondary roads and 
br idges .  These funds were then converted a t  varying r a t e s  of  exchange. 
P r i o r  t o  1373 these  DOD funds were coming led  wi th  o t h e r  AM funds 
a l l o c a t e d  f o r  roads m d  br idges .  Comencing i n  1973, however, t h e  
CRDC a l l o c a t i o n s  were i d e n t i f i e d  s e p a r ~ t c l y .  This  change w i l l  f a c i l i -  
t a t e  t h e  s e p a r a t e  accounting of  DOD funding. 



2 - P r o j e c t  Expenditure Support 

Documentary support  f o r  expe r~d i tu res  was r e t a i n e d  by t h e  provinces 
and v i l l a g e s .  Only through f i e l d  a u d i t  i s  i t  poss ib l e  t o  a s c e r t a i n  
whether funds have been expended as  repor ted .  I n  1970, MORD and r.lare 
r e c e n t l y  MDEM es t ab l i shed  f i n a n c i a l  i n s p e c t i o n  groups which p e r i o d i c a l l y  
(every 2 yea r s )  review a l l  v i l l a g e  p r o j e c t s ,  However, CRDC, the 
l a r g e s t  r e c i p i e n t  of funds,  d id  n o t  have such an a u d i t  c a p a b i l i t y ,  
This  widespread d i s t r i b u t i o n  of documentation has thus  n o t  l e n t  i t s e l f  
t o  good f i n a n c i a l  con t ro l .  

The i n s p e c t i o n  groups of TVIORD and IDEN, we be l i eve ,  were g e n e r a l l y  
e f f e c t i v e .  Thei r  a u d i t  techniques included a v e r i f i c a t i o n  of  t h e  
documentation support ing t h e  expenclitxrcs,  The c o s t s  were then 
compared wi th  the c o n s t r u c t i o n  work t o  a s c e r t a i n  whether the  expendi- 
t u r e s  were r e a l i s t i c ,  From these  in spec t ions  a number of ques t ionab le  
p r a c t i c e s  were uncovered. These ranged fram overpr ic ing  of  bu i ld ing  
m a t e r i a l s  t o  the  use  of  funds f o r  personal  purposes. 

Under CRDC proce lures  a l l  p r o j e c t s  have been s u b j e c t  t o  an 
acceptance in spec t i an .  P r o j e c t s  under VN$G m i l l i o n  a r e  in spec ted  'by 
t h e  r eg iona l  CRDC graups and those over  VN$G mil l ion  by CXDC i n  S a i g ~ n .  
Adequate in spec t ion  s tandards  should t h e r c f ~ r e  have r e j e c t e d  much 32 
t h e  u n s a t i s f a c t o r y  cons t ruc t ion .  From our d i scuss ions ,  however, we 
found t h a t  t he  in spec t ions  were o f t e n  a matter of fcrm r a t h e r  than 
substance.  CRDC1s management c o n t r o l s  over expendi tures  have thus  been 
minimal a t  most. 

USAID has had U,S. engineers  assigned t o  review the  CRDC adminis- 
t e r ed  p r o j e c t s .  For t h e  most p a r t  t h e  workload of t h e  program has been 
too g r e a t  f o r  t h e  engineers  assigned. W i t h ~ u t  t h e i r  services, h c i ~ v e r ,  
consrruc t ion  a c t i v i t i e s  might have been even l e s s  s a t i s f a c t o r y  than 
they  o therwise  were, 

1 - Payro l l  

From incep t ion  the  U.S. government has been funding t h e  MORD and 
MDEM payro l l  and r e l a t e d  c o s t s .  Commencing i n  Apr i l  1973, t he  adnin is -  
t r a t i v e  r e s p o n s i b i l i t y  f o r  the  payro l l  was t r a n s f e r r e d  from t h e  DOD t o  
USAID. The s t a t u s  of p a y r c l l  funds from t h e  time of  t h i s  t r a n s f e r  
through September 30, 1973, was as f o l l a ~ ~ s :  

Obligations Expenditures  

MORD 
MDEM 

Tot a1 



The above o b l i g a t i o n s  cover  t h e  p e r i ~ d  through June 30, 1974. 

Because of  t h e  l a r g e  d o l l a r  i npu t ,  we reviewed t h e  p a y r o l l  p z p e n t  
procedures  a t  MORD and MDEM headquar te rs  i n  Saigon. We then  t e s t e d  t h e  
s y s t e n  a t  t h e  province and v i l l a g e  l e v e l  dur ing  o u r  f i e l d  t r i p s .  If3 
s e r i o u s  d e f i c i e n c i e s  were d iscerned  i n  t h e  s t r u c t u r e  o f  t h e  adminis t ra -  
t i v e  system. A key element i n  t h i s  system was MORD1s i n s p e c t i o n  
d i r e c t o r a t e .  

The draw-down of U.S. d o l l a r s  i s  made on a reimbursement b a s i s  
a f t e r  each p a y r o l l  per iod.  Pursuant  t o  t hese  procedures  t h e  GVN 
advances the  m i n i s t e r i e s  t he  funds t o  c ~ v c r  t h e  p a y r o l l .  The suppor t ing  
docunentat ion f o r  each p a y r o l l  i s  subsequent ly  accumulated and submit ted 
t o  USAID which then reimburses  t he  GVN. The e n t i r e  c y c l e  u s u a l l y  t a k e s  
about 6 weeks. Under t h i s  s y s t e n  d o l l a r s  c r e  o n l y  converted a t  the 
c u r r e n t  r a t e  of  exchange f o r  t h e  amount of  l o c a l  cur rency  requi red .  

2 - C o m o d i t i e s  

On June 19,  1973, t he  USND ob l iga t ed  $1,551,900 of DOC funds f o r  
cadre  commodity suppor t .  The need f o r  some of  t h i s  scheduled procure- 
ment, we be l i eve ,  i s  ques t ionab le .  For e x m p l e ,  l a r g e  cad re  i n v e n t ~ z i e s  
i n  s e v e r a l  i tems a r e  c u r r e n t l y  on hand a t  t h e  Cen t r a l  L o g i s t i c s  Agency 
Warehouse i n  Saigon. Ldd i t i ono l ly ,  i n v e n t o r i e s  o f  t h e  sane  i tems  a r e  
maintained anorig the  provinces ;  however, n3 r eco rd  of t hese  province 
inventory  ba lances  arc a v a i l a b l e .  The amounts c i t e d  below thus  r e f l e c t s  
on ly  t h e  S a i g ~ n  i n v e n t s r y  s i t u a t i o n  f ~ r  t h e s e  i tems:  

Desc r ip t ion  

Sleeping Cot 
Mosquito Net 
Laun6ry Bag 
Black P a j m .  ( p a i r )  
Bath Towel 
Undersh i r t  
Slouch Hat 
Canvas Boots, Jungle  ( s i z e  917) 
Sed P i l l o w  
Rod Welding 
Cotton Bed Sheet  
Fa t igue  Trousers  - ( l a r g e )  

Saigon 
Inventory  
Quan t i t y  



Our review of  t h e  inven to ry  records  on t h e  above i t e n s  d i s c l o s e d  
no s i g n i f i c a n t  u t i l i z a t i o n  dur ing  t h e  p a s t  year .  Under t hese  c i r c u 3 -  
s t a n c e s  we f e e l  t h a t  cadre  procurenent  should be rev%ewel i n  c l o s e r  
d e t a i l  be fo re  being processed. 

Recommendation No. 5 

uSAID/W should review i n  d e t a i l  t h e  e x i s t i n g  
inven to ry  of commodities i n  r e l a t i o n s h i p  t o  
c u r r e n t  and p ro j ec t ed  need. This  should be 
accomplished p r i o r  t o  any f u r t h e r  procurenent .  

3 - Other - 
On J u l y  12 ,  1971, an o b l i g a t i o n  f o r  $2,542,573 had been e f f e c t e d  

under  P r o j e c t  Agreement No. 71-076 f o r  suppor t  t o  t h e  Nat iona l  T ra in ing  
Center .  1s of  September 30, 1973, a t o t c l  or' $1,031,457 had been 
expended. No f u r t h e r  charges a g a i n s t  t h i s  o b l i g a t i o n  a r c  a n t i c i p a t e d .  
Thus, a t  ou r  r eques t ,  t he  USLJD deobl iga ted  t h e  unexpended ba lcnce  o f  
$1,510,916. 

COMMODITIES - HIGHWliY EQUIE'MENT 

I n  1971 t h e  USAID o b l i g a t e d  $2.3 n i l l i c In  f ~ r  t h e  procurenent  
of  U.S. highway equipnent .  Of t h i s  a b l i g a t i a n ,  $1.1 m i l l i c n  had been 
expended a s  of  September 30, 1973. The remaining $1.2 m i l l i o n  o f  
procurement i s  c u r r e n t l y  o u t  f o r  b ids  and should be f i n a l i z e d  by mid- 
1974. The c o m d i t y  procurement c o n s i s t s  o f  44 "packages" o f  mainte- 
nance equipment, one f o r  each province,  The "package" inc ludes :  
a r o l l e r ,  a g rade r ,  a front-end loade r ,  c D-4 t r a c t o r ,  an a s p h a l t  
kettle and three 2%-yard dump t rucks .  A l l  proposed procurenent  was 
f i r s t  scraened a g n i n s t  excess  p rope r ty  l a c a t e d  i n  Vietnam. 

Province road naintenance has been g e n e r a l l y  inadequate.  Lac!< of  
funding and equipnent  have been c a u s a l  f a c t o r s .  The equipnent  pracurcz 
under t h i s  progrcn  i s  thus  expected t o  r e s o l v e  one of t h e  problens.  
However, according t o  t h e  Vietnam Highway Agency, i t  has on ly  been a b l e  
t o  provide  t h e  provinces w i t h  about Wq$400-500 m i l l i o n  annual ly  f o r  
maintenance. The Agency es t imated  t h a t  VTJ$1.6 b i l l i o n  was a c t u a l l y  
needed f o r  maintenance. The c u r r e n t  l e v e l  of  maintenance funding i s  
thus  f a r  below e x i s t i n g  needs. This  problem should be considered i n  
t h e  con tex t  of any p ro j ec t ed  USAID a s s i s t a n c e  f o r  secondary rcnds ,  

Under t h e  CD program USND cc~n t r ac t ed  t h e  s e r v i c e s  of t h e  
Eas t e rn  Cons t ruc t ion  Company (Cont rac t  Nc1:730-3191). The s e r v i c e s  
of t h e  company were engaged from Octsber  1, 1969 t3 Septenber  30, 1972. 



The c o s t s  i ncu r red  under t h e  c o n t r a c t  as of  t h e  t e rmina l  d a t e  were as 
fo l lows  : 

U.S. D o l l a r s  VN P i a s t e r s  

Obl iga t ions  $2,606,951 VN$177,413,075 

Expenditures  2,595,714 - 175,480,926 

Balance 

t f i n a l  examination of t hese  c o s t s  wcs r e c e n t l y  performed undci  
a s e p a r a t e  AAGIEA a u d i t  (Report No. 9-730-74-23 dated September 22, 
1973). 

Pursuant  t o  t h e  c o n t r a c t  t h e  conpmy provided t h e  advisory  
s e r v i c e s  of t h i r d  count ry  n a t i o n a l s  ( P h i l i p p i n e )  t o  work a s  C o m n i t y  
Development o f f i c e r s  (page 10). The nunbcr of  such o f f i c e r s  v a r i e d  
f r o n  a  h igh  af  108 i n  Apr i l  1970 t o  n l aw of  47 i n  March 1972. Our 
review i n d i c a t e d  t h a t  t he  perfornance o f  t hese  o f f i c e r s  was considered 
s a t i s f a c t o r y  by the  VSkID. 



U S N D ~ V N  (C(*PIUNITY DEVISLO1WNT SECTOR) EXIIIDIT A -- 
(Pnge 1 oE 2 

S~~tnmnry o f  Projectn Undet Ct!rcrreiit Review 
As o f  Septembet 30,1273 - -- - + - . - - 

t W o )  

I Petcotltlel 
_1_------ 

Fart l c iponte  Comnoditiae Wtller 
P 

Total 
Oblip,n- I!?rpcndi- a -  ~ 1 t ~ e n d i . -  Obliea- 15xpendi- o b l i g ~ -  E x p e d i -  Expendi 

t u x ~ ! ~  t i o n s  turee  t l o n e  tureo t i o n e  turee tions t u t e e  t ionn 

Currcn t Review 1 

Rural Development 
730-11-993-332 

Aln Ftcndn f / 
D O  Frtncln Z/ 
DOD Frtnrln - "Fund ci te" a/ 

E t h i c  M i n o r i t i e s  M f a i t e  --- - 
730-11-995-335 

Subtotnl  - Projec t  335 

Subtotnl - Current Review 

Qtnnd Totnl 



U S A l D  / V N ~ $ ~ r f W N I T Y  DEVELOPMENT SECTOR) 

Srtnmnry of P r o j e c t 8  Under Crt trent  Review 
Ae of September 30, 1973 - W,OO) 

I 

I ) - I/ A I D  - ncr~t t tnr  AID. A l locn t ion  n l l o t t c t l  t o  IJRALD/VN. 

21 DOD - uon Fttnrle trtrtacd ove r  t o  A l D I H  rr~cl n l l o t t c d  t o  UBAID/VN under mi A I D  nppropr in t ion .  About $0.2 m i l l i o n  were - 
c o t ~ v c r t c d  t o  1ocnJ c u r r e n c i e s  ma0 r1sc-d i l l  Cllc r r o j e c t o .  

I 

, - 3/  nor, "~:and'cf tc" - aw Funrln t h e  USAIIIIVN va-1 nrltliotiaed t o  o b l i g n t o  by le t te t  from W D .  o b l l e o t i o n  i a  ngnlnet a 
1 1 0  npproprf n t Jon  herlce "Frtnd Ci  tc" r~ppc l ln t ivn .  

4/ h e e  n o t  i n c l u d e  nny DOD F~lntlo nrlmiraitrtcrcd by DW d i r e c t l y  o r  $11.9 h i k l i o n  o b l i g n t c d  u n r l ~ r  P r o j e c t  294 ht - 
w t i l i c e d  i n  P r o j e c t  332 (see FJxhibft D-1  I)On (NID). 



uSAID/VN (COMMUNITY DEVELOPMENT SECTOR) EXHIBIT B 

Current  P r o j e c t s  
S t a t u s  o f  A I D  Local Currency Funding 

Expenditures 
P r i o r  Current  To ta l  Unliquidated 

P r o j e c t  T i t l e  and Number Aud i t Aud i t T o t a l  Funded Balance 

Rural Development 
730-11-995-332 

1 / 
~ $ 3 , 2 7 2 , 0 7 4  VN$25,728,205 ~ ~ $ 2 9 , 0 0 0 , 2 7 9 -  W$30,571,182 VN$1,570,903 

~ t h n i c  Minor i t i e s  A f f a i r s  
730-11-995-335 154,358 554,307 708,665 852,188 143,523 

T o t a l s  

1/ Excludes d o l l a r  conversions of DOD funds: - 

a. Included i n  E x h i b i t  A (see Footnote 2). - $ 8,175,861 
b.  Obligated under p r o j e c t  294 (see E x l ~ i b i  t A Footnote 4 )  - $11,860,957 



USAID/VN ( C O M T Y  DEVELOPMENT SECTOR) - EXHIBIT B-1 -- 

Local Currency Funding I/ 
As o f  September 30, 1373 

U n l i q u i d ~ t e d  
P r o j c c t  T i t l e  Expcndi tu rc s  T o t a l  Funded Balance 

nnd Number AID D(;D-.- DOD (ALlD) T o t a l  AID 

Rural  Dovclopmcnt 
730-11-995-332 VN$29,000,279 VF1$3,741,251 VE1$2,133,700 VTI$34,000,230 VN$30,571,102 VN$3,741,251 VN$2,130,700 VN$36,451,133 VN$1,570,903 

E t h n i c  M i n o r i t i e s  
A f  f n i r s  
730-11-995-335 708,665 - - 708.665 852.100 - - 052,lE 143,523 

T o t a l s  VN$29,702,344 VN$3,741,251 VN$2,133,700 VN$35,500,095 VN$31,423.370 VN$3,741,251 VN$2,130,700 VN$37,303,321 VN$1.714,426 -- - - . - - -- - - - -A- - 

Notes : - 

1/ Funding: AID - Local  Cur rcnc ic s  accruing fr:m C ~ m r c i a l  Inlport Progrm.1 and a l l o c a t e d  t o  t h e  p r o j e c t s .  - 

D(1D - D o l l a r  Funcln rinile nva i lnb lc  by DOD and a l l o c a t e d  t o  t h e  p r o j c c t s .  

DOD (ADD) - D o l l n r  Funds nndc nvn i lnb lc  by nOD and o b l i g a t e d  undcr o t h e r  USNDI'Jfl p r ~ j c c t s  
(on in ly  1iip:hwny pr:,Rrarns) m d  conver ted  t o  l o c a l  cu r rcnc ic s .  The 13col  c u r r e n c i e s  
were hswcvcr u t i l i z e d  untlcr p r o j e c t e  i n  t h e  C o m n i t y  Development Sect3r .  



USAID /VN (COMMUNITY DEVELOPMENT SECTOR) 

D i s t r i b u t i o n  of Report 

US A I D  /VN 

Director  

AID /w 

Auditor General, Office of Audit (M,/IWD) 

Auditor General, Off ice  of Operations Appraisal 
S ta f f  (LC /O&) 

Bureau f o r  Supporting Assistance: 

Off ice  of Management (SA~MGT) 

Off ice  of Vietnam A f f a i r s  (SA/VTJ) 

Bureau f o r  Program and Management Services:  

Off ice  of  Management Operations (SER/MO) 

OTHER 

Inspec t o r  General o f  Foreign Assis t m c e  (IGLJW) 

General Accounting Off ice  (GAO/Bangkok) 

Inspect ions  and Inves t iga t ions  S ta f f  (IIS/Saigon) 


