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, ,U ,So .• ECONOMIC ASSlS'tANCETO SOUTHtrlETNAM,1~54-75
GRANT OBLIGATlONS, LOANAUTHORlZATlON AND PlASTER PURCHASES IN MILLIONS OF DOLLAaS .

PROJECT AND
FFl' OTHER AIDFlSCAL YEAR

1954

1955

1956

1957

1958

1959

1960

1961

1962

1963

1964

1965

CIl'

253.7

174.7

210.9

151.9

146.4

135.6

111.2

94.1

95.0

113.0

150.0

0.1

2.2

14.3

22.8

9.6

6,5

11.3

11.5

31.9

52.6

59.1

49.9

66.5

21.0

48.5

27.5

54.5

34.9

29.3

30.0

48.3

52.7

75.0

TOTAL 1/
(ExcludIng
Piaster
l'urchllses)

0.1

322.4

210.0

282.2

189.0

207.4

181.8

152.0

156.0

195.9

224.8

27Ii. 9

U.S. DOLLAR
PlASTER PURCHASES

(Calendar Year)

10*

15*

15*

15*

20*

20*

20*

20*

20*

25*

42

74

GRAND TOTAL: AID
INCLUDlNG PlASTER

PURCHASES

10.1

337.4

215.0

297.2

209.0

227.4

201.8

172.0

176.0

220.9

266.8

348.9

143.4 57.7

313.0 67.8

4,020.6 1,608.9

226.2 188.3
2./

332.6- 269.9

969.5

771.1

847.7

760.5

794.7

978.7

683.6

629.7

754.3

270.9

10,153.1

25'"

318

100

403

229

128

233

2\J3

311

347·

2618

476.7

575.7

454.6

501. 7

654.3

245.9

636.5

568.1

536.7

413.5

7,560.2

184.1

127.4

106.7

73.8

87.2

51.8

44.8

194.2

334.4

238.1

1,930.7

99.4

110.8

188.0

73.7

138.5

143.0

130.0

238.5

281.0

160.1

399.3

160.0

1968

1969

1970

1971

1972

1973

1974

1975

1966

1967

Source: AID Statistics and Reports Division, "U.S. Overseas Loans and Grants."
*Estimated
1/ Figures do not reflect deobligations.
2/ lncludes Program Loan of $50.mi11ion.



Y A.I.D. Direct Hire, PABA and details from State and DOD: Includes training and pipeline. Employees actually in
Vietnam are shown in O.

2/ Includes 150 State Department employees, and 115 PABA and other employees. SO of Total in training.
3/ All TCN 8IIIPloyees were hired on contract basis until 1967.
!/ TCN's are primarily Filipinos and Koreans. Exclude 76 Regional employees.



~.S.ARMYAND TOTAL U.S. MIL1TARYP·E~SONNEL
IN SOUTH VIETNAM 11

*Indicates peak streMthln South Vietnam
Between 1954-1960 U.S. Military StrenQth averaQedabout 650 advisors

1/ LOQistica1 SueeortLViet~am StudieS. by Lt. Gen. Joseph M. Heiser. Jr.
- (Department of the Army,WashlMton. D. C. 1974. p. 14) .



CONTENl'S

page

Viet Namin Perspective A-I

The Problene .of a New Country (1954-1958) B-1

A Period of DevelopllEnt (1959-1961) C-l

An Era ofCounter!nsurgency .(1962-1966) D-l

The War Years '(1967-1975) E-l

Bibliography F-l



VIET NAM IN PERSPECTIVEl

The Vietnamese people possess a history which is dominated by conflict fro~

without and fro~ within. They were lit war with the Chinese or were under

Chinese do~ination fr.o~ the Third Century, B.C., until 946, A.D., when the

final attempts of the Chinese to retake the Red River Delta were repelled.

Although Viet Nam fell briefly once again into Chinese hands in the fif-

teenth century, A.D., it generally =aged to maintain its independence

until the French mOVed in and gradually clai~ed all of IndoChina as a

colony fro~ 1858 until 1900.

The practice of wes~erners furnishing military support and advisors to the

Vietnamese dates back to the sixteenth century, when the Portuguese helped

the Nguyen faction of Viet Nam in its war with the Trinh faction. The

Dutch, in turn, SUPPlied the military needs of the Trinh radion.This

activity came to a halt at the end of the seventeenth century when the

Nguyen and T:t'!nhfactions reached a truce.

The French joined thePortugues.e, the Dutch and the English ina fierce

co~petition ror trade in Viet Nam. By the early nineteenth century, the

French had begunto·do~inate western inrluence in Viet Nam. a.ssisting

Emperor Gia Long in overthrowing the Tay Son Dynasty and bringingttdssion-

aries into the·country.whoplayed an i~portant role in the relationships

which developed between the French and the Vietnamese.

Toward the middle of the nineteenth century pressure was mOllrlting in. in

fluential French quarters for positive action to establish a position ror

1 Harvey Smith, et al,Area Handbook for. Viet Nam,(])epart~nt of the Army,
Washington. D. C., AprfJ.. 1967)pp.· 31-57.---



,
France in Vietnam bf' the kind other European powers enjoyed, or were ac-

quiring, elsewhere .in Asia. The missicmaries had been roused to an angry

militance by the imprisonment or execution of some of their number and by

the periodic persecution of Vietnamese' Christians. An imperial ban had

not halted missionary activity in the country, but it was clear that the

authorities wouldnE;!ver ~ease to obstruct Christianity unless forced to do

so. Considerationqf French national prestige and military advantage were

also present, as ",as >.'the desire for a share Of the economic benefits to De

had from an aggressive policy in Asia.

In September 1857 all these factors led to France's decision to take Tourane

(Da Nang). The city was captured in 1858 ,and the French thereafter turned

their attention tothe.south. Inflicting heavY losses on the Vietnamese,

theY took Saigon by July·1861. In June 1862 the Vietnamese court at Hue

ceded Saigon and the adjacent area to France and agreed to p~ a war in-

dexnnity. They also pj!'omised not to cede territory to any other power with

out French permission. The western part of the southern delta, which was

virtUally cut off from the rest of Vietnam, was annexed byF'rance in 1867 ,

thus completing the territorial formation of what later became the French
,

colony of Cochin. China.

The French next turned their attention to the Red River, having found the

Mekong unsuitable as· a trade route .. to China because of its rapids. A

treaty was signed in 1874 which opened the Red River to French traders,

but Chinese pirates largely nullified the value of thec'tceffllion.

1883 an expeditionary force brought northern Viet Nam under French
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and the signing ofa Treaty of Protectorate on August 25, 1883, forxna.lly

ended Viet Nam's independence.

,"

"
"

i
The treaty of 1883 and one of June 1884 established French protectorates over

northern Viet Nam (Tonkin) and central Viet Nam (Annam). All of southern

Viet Nam (Cochin China) had been in French hands since the conquest in 1867

and now, with theab~ogation of" what was left of the country's independence,

the name "Viet Nam" itself ",as officially eliminated. In Annam, the emperor

and his officialS were left in charge of internal affairs ,except for customs

and public works, but they fUnctioned. under the eye of the French, who had
, (

the right to station troops in the ares.. The protectorate mrer Tonkin made

few concessions to the appearance of autonomy, and French, resident officers

in the larger towns directly controlled the administration.

The final phase of French consolidation was marked by the fOl:ination of an

Indochinese Union in 1887. Consisting of Tonkin, Annam,Coc~in China and

CambOdia (a French protectorate since 1863), the Union was administered

under a French governor general Who was reSponsible dil:'ectlyto the Ministry

of Colonie,s in Paris. In 1893, Laos, following annexation by France, was

also added to the Union.

The basic political structure of French IndOchina wall complei;ed by 1900.

Each of Viet Nam's three regions was treated differently, although basic

policy decisions for all usually originated in Paris. Cochin China was ad-

ministered directly by a French-staffed civil service under a governor and

a colonial council.
I

It also sent a representative to the Chamber of Deputies

in Paris. The colonial council, legislative body, consisted of both French

and Vietnamese members. In the administrative apparatus, only subordinate



positions were open for Vietnamese. In the protectorate of Tonkin, the

mandarinate was retained for administrative purposes, but important exe-

cutive powers were vested in a French senior resident at Hanoi. In Annam,

Where the emperor 'was still nominally in power and the mandarinate con-

tinued to function"French rule was only a little less direct.

Early in the twentieth century nationalist movements began to develop,

initially among urban ,intellecttials. Japan's victory over ~ussia in 1905

gave impetus to nationalist sentiment by demon~trating that a.n Asian nation

with sufficient technical knOWledge and equipment could prevail over a

western power. Despite the watchfulness of the French authorities, numer

ous anti-French secret ,societies sprangc'up, but most of them were loosely

orga.nizedand had no well-defined political objectives. Nascent nationalism

drew its inspirationms.inly from outside sources--EuX'ope "Chilia and Japan;

Aoumber Of nationalist groups found inspiration in the Chinese nationalist

movement. Of th.ese,tlle best known and most important was the Vietns.m

Nationalist P/l,rty (Viet Nam Quoc Dan Dang--VNQIlD). It was established first

in 1925 in Canton, then the center of the revolutionary ferment in China,in

opposition to the A,ssdciation of,Vietnamese Revolutionary>Youth(VietNam

Thanh-Nieu Cach-MangDong-chi aoi), precursor of 'the Indochinese Communist

Party.

Two years later the,v&QIlDwas also established secretly io Hanoi by Nguyen
.. " " .. -.....• ',,'," .. .' .. .. '. .. " .'.. " .. ;

Thai Hoc, a schoolteacher. 'Impressed by the Chinese efforts tomode~nize

their country, and simultaneously to repel foreign encrdacJ:\mehts ,NguyenTbai

Hoc's supporters adoptep. the organization, methods and programs of th.e

Chinese NationalistPar'l;y (Kuomintang) ,but failed to cre/l,te ,an effective
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organization within the country. Their greater shortcomil)g was the lack of·

an imaginative social program. An uprising staged in 1930 at Yen Bay,

northwest of Hanoi ,was severely re.pressed by- the French. The VNQDD was

nearly destroy-ed, al\d many of its surviving members fled to Yunnan in south

west China. They returned to Viet Ham after World War II to confront both

the French and the Communists.

After the Yen Bay insurrection, the leadership of the clandestine nationalist

movement in Vietnam was taken over by the opportunist Indochinese Communist

Party (Dong Duong Cong San Dang), which chose not to participate in that

uprising. Formed in. Hong Kong'in 1930, it united severalelCisting inde

pendent Communist groups un4er the leadership of Nguyen Ai Quoc (Nguyen the

Patriot), later known a.s Ho Chi Minh.

The thoroughness with which the Yen Bay uprising was repressed for a time

rendered the more militant nationalists inactive. Some Vietnamese did,

however, attempt to advance the cause of national liberation through re

forms from above. They looked to the young Emperor Boo Dai as their best

hope. Boo Dai had ascenaed the throne in 1925 at the age of 12 on the death

of his father, Elllperor Khai Dinh, but did not return to VietNam until 1932

after he had completed his education in France.

Bao Dai was greeted with enthusiasm by- the Vietnamese, who expected that he

would be able to persuade the French to install a more liberal regime. He

attempted to reign as a constitutional monarch, according to the terms oi

the treaty- of 1884 establishing the protectora.te, and he strove to modernize

the ancient imperial administration at Hue.
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Among his young collaborators was Ngo Dinh Diem, governor of the Phan Thiet

area in Binh Th1.lan Province, who wa,~ given the portfolio of' minister of the

interior and appointed head of the secretariat of a Vietns.mese-French commis

sion which was charged with the responsibility of implementing Bao Dai's

reform proposals. When it became o'bvio1.ls that the French had no intention

of granting real power to thl' Vietnamese adIninistration and ,"ould malte no

concessions toward unification of the country, the youthful emperQr appeared

to lose interest, and NgoDinh Diem resigned his official position.

For a brief time in 1936, during the period of the Popular Front government

in France, the Vie,tnamese had hopes that autonomy might be granted. The

French Socialists. how,ever, made no important concessions, and the colOnial

adlllinistration continued as before.

After the fall of :France in June 1940, the Vichy government acceded to

Japanese demands, which ultimately led to the establishment of Japanese

controls over all of the French Indochina peninsula.

The Japanese occupation and French reaction to it had the effect of,fUr~

ther stimulating nationalist sentiments. Fearing that Japan ,"ould capi'"

ta1ize on the strong>ant i-French feelings of the people, ,the French ad

ministration undertook to liberalize certain of its repressive policies.

It improved technical and vocational education programs, opened new

schools, and launched a youth movement, presumably in hopes ,Of winning the

support of youth groups. .It also opened additional civil sE!l;"Vice posts

for the Vietnamese. The French apparently intended, howevel:', to reinforce
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the colonial order through these token concessions, while they continued

to impose restrictions on nationali~t activities.

NgUyen Ai Quoc. (Ho Chi Minh). a Communist since 1920 and founder of the
I

united IndochineColDintinist Party in 1930, was still in the forefront of

the Vietnamese CollJl1iuIiist movement 10 years later. Allied with and deftly

exploiting the non-Communist nationalist groups, Nguyen Ai Quoc eventually

emerged as the dOminantpalitical figure of the country.

To broaden the social and political bases of its activities, the Communist

Party. in Maur 1941. adopted a policy of collaboration with all non-Communist

nationalists. This. 4ecision led to the formation of a unite.d front organi

zation. the Viet Namlndependence League (Viet Nam Doc Lap Dong Minh). better

known as the Viet Minh.

One of the first actions of the Viet Minh was to fom guerrilla bands.

under the direction Of Vo Nguyen Giap, to operate in Vietnamese territory

against the Japanesee.nd the French. He also began imple.ntine;agents and

setting up intelligence networks in Tonkin. MeanWhile. comparable efforts

by the non-Communist groups , beset by factional wranglings·. w~re 'rlrt11ally

nonexistent. AlthOUgh Nguyen Ai Quoc was Jailed for his COlllJllunist activity

by the Chinese authorities in 1942, the Viet Minh continued its vigorous

efforts to win popUlatstipport.

Dv.ring the same period,. the Chinese. who urgently needed ip.tel1igence on

Japanese activities in Tonkin. attempted to make Use of thep.on-Collllll11nist

Vietnamese exiles for this purpose. At Chinese urging, a new organiZation,
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called the Revolutionary League of Vietnam (Vietnam Cach Minh Dong Minh

lIoi) , usually abbrevia.ted to Dong ,Minh Hoi, was formed in October 1942 and

given financial BUppOrt by the Chinese Kuomin~ang. Although all the major

nationalist groups--inclUding the Vietnamese Nationalist Party and the

Viet Minh--were repf'esented in it, 'the new organization, without active

Viet Minh coollerli:1.:10n ,remained ineffective. It waS agaiMt 'this background

that in 1943 'the Chinese released Nguyen Ai Quoc in exchange for his offer

to help theln. Thereullon he took the name of Ho Chi Minh (lie Who Enlightens),

presumably to conceal his Communist affiliation from the Vietnamese people.

Ho Chi Minh waS ext/ected to work through the Dong Minh and used the funds

which the Dong MinhllOi received from the Chinese Nationalist Govenlnient to

strengthen his Communist organization. Hisorganizat:l.on produced some in-

telligence of use to the Allies, and Vo Nguyen Giap' s guerrilla bands en

gaged in minorfora.yS against the Japanese. :tn return, Ro(Jhi Minh re-

ceived an undetermined amount of slne.1l arms, munitions and c.ommunicatioll

equipment from theUllited States for counteraction against the Japanese.

This aid later fOrlnedthe basis for his claim that the Viet Minh enJoy-ed

Allied support.

Working in nationalist disguise, Ho Chi Minh effectively strengthened theL . . ". . . .

organization Of Communis,t cells throughout VietNam. In the subsequent
. . ;

struggle for leaderShip in the nationalist movement as thE! war ended, the

sUIlerior orgl:l,nizationof the Communists enabled hiln to gaineontrol of! the
. .

Viet M:l.nh and to cla:l.m all the credit for nationalist act:i.vitinduring the

war. Capitalizing on the anticolonialist propagl:l,nda orgahized'by Moscow,

Vietnamese Communists elaimed to be fightingonlyaga.ins~economic misery
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I3.bd for nationall:Lberation. They were not recognized br Vietnamese as

represeritingan alien force except by thOse with superior education and

keen political insiS4t.

In Septelllber 1944 the Tokyo governllleilt, alarllled over growing indications of

anti-Japanese activities, decided to disPlace the French and grant inde~

pendence to the Vietnamese. Initially, t.hill plan was to be executed on

April 25, 1945, but the reoccupation of the Philippine Islands by the United

States forces in October and the growing awarenees that Jl!opan was losing

the war advanced the date of the Japanese coup d'etat to March 9, 1945.

At the instigation of· the Japanese, Emperor Baa Dai proclaimed the inde-

pendenceot VietnllJD under Japane$e "protection."

Meanwhile, at Hanoi the Viet Minh went into action, re:f'using to support

the Bao Dai regillle .Ho Chi Minh began to refer to the Viet Minh guerrilla

units as the "Nation.al Liberation A~" and announced thefonnation ot a

Committee for the Liberation of the Vietnamese People, withhilllSelf as

president. By latifAugUst 1945 the Viet Minh partisans and agents gained

administrative contrOl over the Tonkin area by a show otforce.

Bao Dai,appar<;lntly¢onvinced that a united and independent nation offered

the only possibilit:v ot preventing the return of French control, de.cidedto

abdicate. Recogniting Only the nationalist character of the Viet Minh lllOve-
. . ',1

lllent and. and ass\lllling that it haa. Allied support, he abdicated. in its favor

on August 25, 1945 ;a.nd handed over hill illlperial seal I3.bd othersymbol$ of

office to Ho Chi Minh.

On Septelllber2, Hq.cJiiMinh formallY proclaillled the independen:ce of Vietnam



and t.he est.ablishment of the Democratic Republic Of Vietnam.

At the Potsdam Conference of July 1945, the Allies a.greed t.hat t.he British

were to accept the surrender of the Japll.lleee south of the sixteenth parallel,
I

and the Chinese would perform a similar dut.y north of it. Af'ter World War II

the Vietnamese expected the Allies t~:~port t~r claims to independence.

Nationalist. China opposed the return@ France 'fl Indochina, apparently to

reassert its tra.ditiona.linfluence over TOnkin, and, in principle, the United

States favored the formation provisional internationalt1'Ul;lteeship.

In February 1946, a Franco-Chinese agreement was concluded whereby China

agreed to the return.peacef'ully t.othe northern area withol1,t arousing intense

feelings against themsel"es, an agreement between Frll.llce and no. Chi Minh W'as

signed in March 1946 ,by which the Democratic Republic of V:l.etnam was recog

nized as a. "freestat.e" within the Indochinese Federation (yet to be created)

ll.Ild the French Union.

As a result. of this s.gl:'eement, French forces were permitted to land in the

North. Bao Da:l., who hl'j,dbeen acting as high cOUllselor to Ho Chi Minh, was

sent on a "goodWll:ll" mission to China where he remained in.exile, thus elimi

nating theposBil>ilitythat he might provide a rallying point for groups not

thoroughly aligned with t.he Viet Minh.

Differences between the French ll.Ild the Democratic Republic of Vietnam illl'

mediately developed ovetthequestion of defining the "free· state." A dele

gat.ion 01'. the Vietnames.er.epresent.atives, headed by Ho Chi Minh, traveled t.o

Paris to settle difference.s. The Paris conference was broken \1P in .early

June 1946 when a Republic .of Cochin China was established ill the South under

the support of separatist French elements. In Sept.ember 19~6, hoWever,
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Ho Chi Minh signed, a1llOdus vivendi on behalf of his government--anagreement

which he reportedly described as "better than nothing". The agreement was

designed to facilitate the resumption of rrench economic and cUltural activi

ties in return for F'rench promises to -introduce a more liberal regime.

The 1llOdus vivendi did riot include recognition of Vietnamese unity or inde

pendence and was oPPosed by many within Ho Chi Minh I S regime. French actions

to enforce customs con~rols in October aroused further hostility. In November

shooting broke out in!laiphong, and the sUbsequent French bombardment of the

city reportedly killed more than 6,000 Vietnamese. The French demands which

followed. were socomple~ely unacceptable to the Democratic Republic of Vietnam

that it decided to risk a long war of liberation rather than to accept. On

December 19, 1946 ,it launched the first attack on the French in what was to

be .known as the Indochina War. In this act of resiEltance against French

troops, the RepUblic he.dthe active or passive support of e. majority of

. Vietnamese.



In the early months of 1947, the French military forces reestablished their

control over the principal towns in Tonkin and Annam and cleared the road

between Haiphong and Hanoi.. This forced the V"iet Minh to resort to the

guerrilla tactics which became the chief characteristic of the.war. Ho Chi

Mirth's armed forces Il18.de use of the jungle to neutrlUize French mechanized

mobility and power. By·selecting their objectives and retiring when they

met superior strength, they presented a problem with which the French could

not cope. After three years of fighting, the Viet Minh controlled large areas

throughout the country. The French had firm control only in the large cities.

Early in the struggle the French sought to encourage the Vietnamese anti-

COlli.munistnationalists to take a stand against the Viet Mirth and to cooperate

With France, but the·Elffort failed as the nationlUists clailllEld·the French

would not clarifY their policy with respect to future Vietnamese unity and in~

dependence. In19461l0me ·of the anti-Communist nationalists in Nanking,

China, formed a Front of National Ullion of Vietnam and appealed to Baa Dai

to return from exilEfill Hong Kong and head a national goverlllllent. The French,

seeing another opportuni~ to make the nationlUists an effective counterforce

against Hochi Millh, offered VietNam "liberty within the French Union."

Bao Dai, apparently fearful of becoming a pawn of the French, cautioudy

agreed only to represent Viet Nam in negotiations. Violent Viet Minh re

action to these maneu~ers included the assassination of prominent nationalist

leaders.

. .
Negotiations with France continued for two years , but by June J~49 France

finlUly approved of lilllited independence for "the State of Vietnl\JD." Within

the French Union. BEj.ODai assumed the role of chief of state, 1:lut the prin

cipal nationlUists (inclUding NgO Dinh Diem) failed to unite behind him, since

they claimed that the French did not otter relii.l independence. Although the
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new government was p,rrili.tted internal autonoll!Y and an a:rmy O.f its own, strong

safeguards to protect French nationals and economic interests were maintained,

and the foreign policy of the new state was coordinated with that of France.

In the meantime; Ho ChfMinh rid his coalition govel'IlDlElntof the moderates

and nationalists whom he had accepted earlier and showed himself to be com

pletely Communist. In March 1951 the Indochinese Communists Party (dissolved

in 1945) was revived>as the Workers Party (Dang Lao Dong). Propaganda ema..,
I

nating from the government, however, continued to be solely nationalistic in

tone.

After the defeat of the Chinese Nationalists by the Communists in Clina in

late 1949, Communists China became the first state to recognize the North

Vietnamese regime as the legitimate government of all Viet Nam; SOViet-bloc

countries quickly follQwed suit. In early 1950, after North VietnNambegan

to receiveass:l.stancefro!ll Communist China, offensive action was initiated

against the French Union forces composed of French as well as Vietnamese

soldiers. In 1951 the advance of the COmmunist forces .was temporarily halted

with the aid of Amer:l.cilll. equipment, but in 1952 tl;leCommun:l.sts started a new

offensive in several areas. Vigorous counterattacks brought nO decisive

results, and a milital1 stalemate fOllowed; where tanks could go, the French

Union forces held ,but ;lnthe mountains and in the mud of the rice paddies
'.' .

Ho Chi Minh consolidated~is control.

In FebrUary 1950, Gre~i;l>ritain and the United Sta.tes recogriizeidthe State

of Vietnam headed by j;hefex-emperor Bao Dai as the legitimate government •

"lPenFrance concluded agreements with Laos and CambOdia simiiar to that nth

Viet Nam,the three coui)tries became the Associate States of Indochina and

where accorded diplomatic recognitiOn by more than 30 other nations • InM!1.y
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1950 the United States announced a decision to give aid to BaoDai through

France, and a. United states Economic Mission arrived in Saigon. In September

1951 a United States-Vietnamese agreement for direct economic assistance was

also signed.

In its efforts to Will popular support ,the Bao Dai regime was unsuccesstuJ..

Confronted with a choice between French colonialism and the Communist-led

nationalist movement, ma.nyVietnamese, attracted by its appeal for independence

and unit, tended to side with the Viet Minh organization.

While the military battle was raging, steps were being taken to bring a ne

gotiated end to the Ill,doc,hina War. France was admittedly unable to cOntinue

the war, and Ho Chi Minh, under apparent Sino-Soviet pressure; had let it be

knOwn that he was ready,to discuss peace. III February 1954 the Big Four

(Franee, Great Britai,ll, the Soviet Union and the United States) powers at

Ilerlinagreed that a conference should be held to seek a solution for the

Indochina War and Korea.

On April 28, 1954, twod~safter the opening of ,the conference at Geneva,

a Franco-Vietnamese declaration, proclaiming Vietnam to be unequivocally

sovereign and independetlt, was made public. It was olllya:f'terMay 8, however,

that the conference begall'foeusing its attention primarily on Indochina; The

immediate cause was the decisive French defeat at Dien BienPh1.\at the hEinds

of the Viet Minb forces on MB¥ 7 and the resliltant popular presli\lfr'e in Prance

for a rapid eonclusioll of the war. The Indochinese phase ottheconterence

was attended; underthecochairms.nship ot ,Great Britain and ,the Soviet Union,

by the representativesof'ithe United States,France, the UnitedK1ngdOm, the

Soviet Union, Communist China, the State of VietNam, the Democratic Ilepublic

of Viet Nam, Cambodia and Laos.
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FinaJ. negotiationsfOr/U'lllinstice were conducted directly between the French

High Conunand and Ho Chi Minh's People's Arn!;y High Command. A truce agreement

covering the territOry of both North and South Vietnam was signed on July 20

between the two High Commands. Separate truce agreements were aJ.so conluded

for Cambodia and Laos, respectively.

The agreement for Viet Nam fixed a provisional military Demarcation Line

roughly aJ.ong the seventeenth paraJ.le1 arid provided for the total evacuation

of Viet Nam north of the Demarcation Line by the military forces of the French

and the State of Viet Nam, as well as for the evacuation of the South by the

Viet Mirth forces. Itaiso provided for a period of 300 d~s during which

f':t'eedom of movement was to be allowed for all persons wishing to movef':t'om

one sector to the other. Under the agreement, the intlloduction into Viet Nam

of any troop reinforcements and additional military personnel was prohibited

except for rotation purposes; imports of new weapons were similarly limited

to replacemellt level,s. It all!loimposed restrtctions on theestabUshment

of forei~militarybases, and on the participation of both North and South

Viet Nam in any military aJ.liance. Finally, the agreement provided for the

formatioll ofari International Control. Commil!lsion, with represelltatives f':t'om

India, Canada and Poland, to supervise the implementation Of the truce ar

rangements. In addition to the agreement, a Final Declaratiori, dated J1.l1y 21,

of the Geneva Conference.provided for the holding of general ·e1ections through

out North and South Vietnam in July 1956 under the supervil!lion Of the Interna

tional Control Commission with preliminary discussion to begin in JuJ,Y 1965.

The armistice agreement was reached Over the Objections of 1;he State of Viet

Nam, which did not sign it. It vainly protested the manner in which the
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truce was arranged, llswell as its terms, partic1Uarly those relating to the

partitioning of the country. It demanded that the whole country be placed

under the control of the United Nations until conditions warranted the holding

of free general electiol;\s. It also objected to the Final Declaration, pro-

testing that the French High Command arrogated to itself, without prior con-

sultation with the State of Viet Nam, the right to fix the date for electimns.

The United States didno:t concur with. the terms of the truce agreement or with

the Final Declaration; In a unilateral statement issued on JulY 21, however,

the United States representative decla:tled that his country would refrain from

the threat of or use 01' force to disturb. the provisions of the .a.greement and

of the Final Declaration and .that it would view any renewal of aggression in

Violation of the agreement with gra.veconcern as a threat to international

peace and secu:rit;y. With regard to the provisions relating to the elections,

the United States eX1;>;I"essed its continuing determination to s!lek un11'ication

through free and fair elections , to be conducted under the.supernsion of the

Unit!ldNations. +t·further reiterated its traditional position that all

peoples are entitled :to d!ltermine their own fUture and that it would not join

in any arrangement whiohwould ninder the realization of such a principle.

'-. .

France then proc!led.edto·complet!l th!l transfer of the remnants of its ad-

ministra.tive and mil1.tary .control to tlie State of Viet Nam with its capitol

at Saigon. . The goverI1!!1Elnt of Ho Chi Minn, seated at Hanoi, moved steadily to
; -

achieve its program 01' communizing north of the seventeenth parallel. Despite

the cease-fire agreement,a well-organized Viet Minh undergrOUIldnetwork was

deliberately left beh:tIldin the South,espeCially in the jungle regions irlthe

southern Mekong Delta and along the Cambodian and Laos borderreg1.ons where



French tlnion torceS h!l.d not been able to establish effect:l.veC:ontrol. This

underground network foI'!lied the nucleus of sUbsequent Communist insurgency

directed against theS!l.igon regime:



THE PROBLEMS OF A NEW COUNTRY

1954-1958

Cessation of the Indochina War in 1954 left the ASsociated States

of Indochina divided into four countries: CSlllbodia,Laos, North Viet NSlll

and South Viet Nam.

Signing of the ,Geneva Accords ,in JulY, 1954, set the South Vietnamese

Government adrift from the traditional organizational structures which

guided its banking system, its foreign policy, its educllotional, agricul

tural, and publichee,lth systems.

Experienced ,French administrators !l-nd technici!l-ns WhOllodvised pre

vious governments 1l'ere leaving. COllllllunist activities, !l-lthough cl!l-ndes

tine, continued. The Vietnamese civil administration was weak and the

nllotional llo~ disorganized. The Chief of Stllote, Bao Dai, cailed on Ngo

Dillb Dieln, to forma government, but although in office, he lacked control,

e$peeiallyover the'!U'IIIY. In addition, three powerful sects, each with its

own arrny,formedopposition to the Diem goverllilient.

After a time, Diein brought the, llo~ under control !l-ndafter six months

eliminated serious opposition frOIn the Binh Xuyen, one of ,the sects threat

ening the stabilitY~fthenewgoverllilient. Fighting against theClloo Dai

llond Hollo Hao religiouS 'sects continued for solne tilnebefore:l.t1l'lloS contained.

Dieln turned his llottention to his own status and cailed •for a referen-,

c;lUDl to !l-11ow VietnSJl!esEl to choose between Diem !l-nd Empero~ Bao Dai. A

referendum was ordered for October 23,1955. Diem's bid to replace Baa Dai

was successful. , Of:t'ic:i.al Vietnamese government records sho1l'ed that 91.8

percent of the voting population participated !l-nd that 98.2 percent of the



voters choSe to replace Baa Dai with Diem.

Refus~ng to recognize the provisions of the Geneva Accords which

called for elections in 1956, Diem proceeded. to form a legislative branch

of the govertllllent. A constitution was drafted. Election of a 123-man

unicameral NationeJ. Assembly was held on March 10, 1956. Amidst charges

of rigged elections, Diem had succeeded in setting up both the presidenct

and the National ASllembly in an effort to strengthen the central govern-

ment.

During thist1Jml.l1t of warring factions and political turmoil, U.S.

economic assistanc.e officers attempted to help the government .with some

of the concrete problems it faced in institutional development, refugee

care and resettlement and training of administrators and technicians

fOr the government.

The United States had been providing both military.and economic

assistance to Viet Nam since 1950. This aid was provided in cooperation

with the French gOvernment to the Associated States of Indochina,includ-

ing the northern and southern portions of Viet Nam. The Indochinese eco-
. .

nomic aid effort ·was\l.esignated the Special Technical and Economic Mission

(STE;M). This mission was limited both in scope and in budget.. It in-

cluded, such projects. as development of marine fisheries, improvement of

the port of Saigon,divil aviation, health services, adl.l1t literacy

training and development of govertllllent information services.

S:l.gning of the Q¢~eva Accords· prolnpted the establishment of the

United States OperationllMission (USOM) to deal exclusiveltWith the

problems of the new,ttcreated Republic tBd.'South Viet t~a.m. The new

country was beset bY numerous problems Which created in turn new demands
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upon the U. S. forei~ aid prog1'am. The. first and most~gent hUlllan

problem to be deal1lh with was the arriva.l of 900,000 refugees from

North Viet Nam withih the first 300 days of South Viet Nam's existeMe.

Concurrently, the b:lrth of this new nat:lon requ:lred mass:lvemilitll.ry

support to prote~tit from external as well as :lnterna.l enemies. The

externa.l threatca.mefrom the recently-created North V:letNam which, it

was felt, m:lght resort toinvas:lon in order to forcibly integrate the

South into the North. From Within, the new South Vietnamese government

faced threats from .Colnlnunistelements 'linked with the North .Vietnamese

regime, which remained in the South and fOrmed the nucleus of What later

was knOwn as the ,Viet Congo In addit:lon, three separate IllQvements within

Viet Nam challenged tile authority of the government: the Roll. Rao and

the Cao Dai religiou.ssects and the .Binh Xuyen, generallY cOl1ceded to be

a force of armed bandits with a strong operationa.l base in the Chinese

section of Saigon, Cholon. The financial burdens of providing for the

refugees and foreufficient military forces to dea.lwith bo'l;llthe ex-

ternal and :lnterna.l m:llitary threats were too great for ot;he.war-ravaged

economy of South Viet Nam to bear. The Void was filled bYU~S. economic

assistance.

A sizeable COlllll!e;l:'cial import prog1'am was generated by the l1sedto
, .'

care for refugees 8.11dto provide iriternal and external secll:t'ity·for $outh

Viet Nam. During :lt~first year as a separate nation, the natiOnal budget

amounted to 537 m:l1li¢n U.S. dollars. Revenues totaled l46 lnillion. leaving

a 73% gap. The cOlnlnercia.limport program. f:l1led this gap. The U.S. Opera-

, tions Missiori(USClM:)1ri:ltiated the program to br:lng goods into the country

which were sold for piasters. The piasters were given to thellepU1;>Ucof

Viet Ne,m to cover its expenses.
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FOr the U.S. fiscal year 1955, $320 million wasgivell by the U.S. to

South Viet Nam. Of the total, 73% or $234.8 million was given for Iililitary

programs, 18% 01'$55.,8 million for r~fugees and 9% or $29.7 million for

economic and technical assistance.

USOM created a Trade Division in April, 1955 to handle the burge9ning

comm,ercialimportprogram. This program was utilized as the ohief economic

tool for stabiliZation t~rough 1975.

Th.e budget gap was narrowed in 1956. The national budget was de

creased and revenues increased. The budget of 392 million dollars was

offset by normal r¢venues of 11:12 million dollars, 41:1% of 'the budget.

USOM operations moved graduallY from refugee and m$.l:l.ta.ryfuOding

emergencies of thene" nation in 1954 and 1955 to programs of technical

and economic projects aimed at modernization of the government apparatus

and the. economy• By.mid-1958, ,th.e emergencies were generallY contained,

peace. wa.s a momentary reality, and the stage was set fOr economic progress.

The pressing needs of Vi.et Nam, as seen by USOM during the first two

years of independetice, were the development of large numb.erl\!.· of. skilled! ... ', , "

technioians and administrators in most professions and ingoverlllllent. ,A

problem of equ8.l importance was the reestablishment of Viet Nam's agri

ctilturaland ilidustr!al production, both sectors having deteriorated during

World War II and nine years of the Indochina War.

Under the te1'm!l'of the J:'aris Acoords,' Vietnamese citizens were free

to move from the' Nor.thto South VietNam or from theSo1,tth to the North

for 300 days after thi:l Accords took effect. UeOM dealt With the movement

fromthi:l North.
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More than 800,000 refugees from the north, whose sUbsistence was
~' .

provided by USOM,had been transported and housed in reception centers in

the south. The massive operation cO'?t USOM 55 million dollars, including

11 million dollars for a U.S. Navy sealift. By n 56, with a budget of

$37 million, the refugee effort concentrated on resettling the new ar-

rivals from reception camps to designated Villages which had been surveyed

earlier to test their economic potential. Through the Commissariat for

refugees, USOM provi4ed funding for specific projects in these villages to

allow the refugees tore~establish themselves as farmers, artisans and

small businessmen. \rhe refugee operations were largelycOlllpleted by mid-

1957.

By 1958, USOMViet Nam had begun to orchestrate a program of economic

assistance aimed at helping Viet Nam regain economic stability, illlProve its

agricultural production, increase eXports, illlProve revenUe collections, and

restore. its badly datna,ged and neglected physical infrastructure, as well as

train administrators and teChnicianS.

Total economic assistance for FY 58 amounted to $l90.5million, almost

6.7 billion piaste~s. Economic aid from 1954 through 1958 totaled a billion

dollars.

U.S. aid direct hire personnel from the International COOPeratiO!;i
. .' \ .

Administration (ICA) grew from 125 'in 1954 to 187 in 1958•. Most of these

employee!! were teChnicians, such as agricUlturists, educators and medical

speeia1ists; 93 in 1954 and 152 in 1958. In addition, thel'ewe:re numbers

of Americans wor!ting in Viet Nam under rcA contracts, and adQ.i-essingspe-

eifie technical problems of the nation.
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Expandingtroln its goals of 1956, USOM. had developed 42 joint projects

with the Vietnamese governlnent by mid-~95a. These projects were distributed

in seven major ar~as: agriculture and natural resources ,11 projects;

industry and ID.1ning, 4; public works, 11; healthservic¢s, 3; education,

6 ; pUblic administration, 5; and information, 2.

A significant part of the public adlD.1nistration effort was contracted

to Michigan State tJ'I\iversHy, which maintained a group o.ftechnicians in

Viet Nam from 1955 until 1962. VietNaID. lacked trained government personnel.

Its organization a.n.dprocedures were antiquated; it lacked inter-agency

coord:l.nation; and :l.tlacked equipment and supplies. USOMstudy of these

problems led to adopt.:i.on of a 1:I.1D.1ted program to improve se,lectedseglllents

of the government inclUding the police force (described ina subsequent sec

tion). Those publioadlD.1nistration activities 'other than police develop~

ment were:

Improvement of organization, communications and security in ,the office

of the Presidency•
, , ','1

Technical advice and material assistance to the civ:l.ls¢rvice agency.

Survey of public ,finance agencies.

Assistance to the: National School of AdID.1nistration. ,."

In-service training for civil servants.

Expansion of civ1.l service training abroad.

Michigan i3tate tJ'niversity provided a 30-lnan team of ,eltPerts to study

and suggest improvements in .these areas, as well as e.dID.1nistratiVe im-

prove:ment of thepq;Licesystem.

The MichiganStat¢ group began its operatic1nS in Ms;y 1955. It



conducted in-depth ~tudies of local governments in 21 provinces. The

Government of Viet·· Nam began to move towards implementation of some of

these recommendations. Michigan State stUdied and made: recommendations
.

on reorganization of field operations in the Refugee Commission. It also

made studies and. recommendations on the DepaI'tments of Agriculture, Edu-

cation, Agrariap.Reform, Land Registration, the Commission for CiVil

Action and the departments of National Economy and Information.

At the suggestipn of Michigan State, the school of administration

was moved from Dalat to Saigon alid redeeignated the National Institute

of Adminietration.This institute served as the chief training agent

for middle· management officiale in Viet Nam through the balance of the

U.S. experience there.

Studies and recommendations on reorganization of the Office of the

President were alsosu,bmitted to the government. In-service training

was initiated for civil servants as .well.

Participant training e.broad, administered by USOM'ePublic Admin

.istration Division', increased: 2 participants in 1952, .38 in 1953, .

72 ill 1954, 101 ill 1955 and 172 in FY 1956. Michigan State !ielected

10 students to study-at tne university during ite tirst yee.t- of opera-

tion.

The beginnings of U.S. foreign aid assietance to the Vietnameee

civil police were tostered by Michigan Stat/l UniversitY. An eight-man

team arrived in Viet Nam in tneSummer Of .1955witn the miseioll·of as-

sieting in training, reorganizing and equipping the polic/l. This team

surveyed exieting laW-enforCement forces, then proceeded withi'bs
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assignment. A ,Nation~l Police Acade~ began operations On Noyember 8,
/",.

1955. graduating 606 police officers in its first months of operation.

The Vietnamese civil guard, a para-military force,receivad atten

tion from Michigan State. A training program which included both mili

tary and police subjects graduated 12,000 guardsmen in the first 11 months

of operation. WMnMichigan State's operations ceased in 1962, USOM's

public safety advisors were increased as the problems of insurgency in

creased in South Viet 'Nam.

During the entire Viet Namexperience, A.I.D. committed more of its

personnel to assignIilents in rural areas than at any other point in its

history~ This progrBill to place A.I.D. officers in the fleldbegan in

December 1954, with e$tablishlllent of the Field Service DiVision. Its

mission was to proyidethe USOM (later USAID) with direct llaison with the

regional, and, prOyincial governments of Viet Nam with particUlar interest

on areas where re:t'lle;ees were to be resettled. The Field Service DiVisioll

also provided reports on projects in eltecutionas well as proposals for

new development projects. It helped coordinate U.S. and>Vietnamese ef

forts in 162 resettlement projects, located ill 316 villages and involving

600 ,000 rei'ue;ees. M,ost of the effort of the Field SeJ;'vlceDiyision was

concentrated during this period on refugee-related problems; Field ad

visors also assisted the Civic Action cadres , groups of gQve:!:'nJJ\ent em

ployees Which attempted to stimUlate ,local activities a.tthe village level..

The Civie Action cEl-dras, althoue;h later disbanded. were forerunners O,f the

Rural Developmentca.p.re teams ,Which were to PlaY a large role in A.I.D.

J;'ural development affe.irs 'in future years.
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USOM proposed that its Field Service Division serve to assist civic

action and rural development activities at the province level in 1958.

But the Vietnamese Government rejected the proposal on ,grounds that the

province chiefs were ,too busy with other affairs. So the ,Field Service

Division was disbanded. Four years later, when the insurgency reached

serious prOportions, USQM fielded another group of aid officers at the

province leVel whO Provided advice, s.nd assistance in rural development,
"

Alubl1c safety, agric'lti.ture s.nd !lI8.tters of civil counterinsurgency as-
/
, sistance.
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SGII EDUlEO F J0InT VIET II A1.lE SE-~ 1:1 ERIC fIll
A$l of FY 19513

PROJI;CT TITLE

AGRICULTURE AND NATURAL RE.(>URCES
__ Agricultural Extension and Information .................•...• ,.•..••.••••.••
_ National Agriculturill Gollcg~ and -GerteralTraining , .•.•..••.•••••.•.•
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_ Agricultural ·Cooperatives ','.' ..•.. ,.'; .....•.•. .-.; .••••• " .,.••.••••.•••.••
--. Development of iliJarine Fisheries.....•.:•...•.•.••••••• ;, ••..•...••.•.• -' .••
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_ lIigh\vays· a,ri'd· Btidge·s.· .•....•.• :. ',' " '.' ' •••.••••
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- Teacher ·'l'ri:.ini.ng and Higher Education: .• .: .•••••••... . ..•..••.•
- Adult Literacy' .Training.- .. ,; ..•...... ';"~'" .....•.•..•••.•.... '.' .•..••.••.••. .-••.••
- Textbook.DcveIoPl1lent and SpccialSotviccs .......••..•.•••..•••••••••••

l'UllLIC ADr.mnSTRltTION
- Central Supply Sy':::lem, ,,;.;:,.' ; , ..••
- National J:lstillllc of Administration and,:MSUAdministrativeSupporl ••... '.. '.
_ .. National In};!itulc or St,1tif,!ics ',: ~." :., .- .•.•••.••••..•.•.•.••.. .-.
-Trnining for Public Administration Paitidp~nls.........••.•.• o •••••••••••••

- Civil Polico i~·dmini5tration...••.•••••"".:,-",,,', •••..••••••.•••••.• ,: •. ; ••.••••••••

INFOn:,lATION
- Dcv!.·!opmc!I! of CovernmenI Information Facilities•• , ,; •••••••••.••
_. National Hddio )-lcHvlork ...• , .•..•••..•..••.•..•.•••.• , •••••••••••••••••.•••.•
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A PERIOD OF DEVELOPMENT

1959 - 1961

.
As 1958 closed, emergency problems of earlier years were on the wane

and USOM Viet Nam had begun to expand its attentions towards the serious

business of helping the Government of VietNam with its pressing development

problems. U.S. economic assistance from July, 1954, through FY 1958 had

amounted to almost a billion dollars. U.S. economic assistance for FY 1959

was 182 million dollar$, equal to 6.37 billion piasters at the official

exchange rate of 35~o the dollar.

Most of this assistance had gone to support the Commodity Import Program

(CIP) which allowed the Vietnamese Government to balance its budget and

conserve its import expenditures by accepting essential goods paid for by

the u.S., and selling them through c.ommercial c.hannels for.piaster$.

A sustained effort against communist subversion appeared to have

reduced that disruptive force by early 1959 and more land wa$ being put

into production. iU1957, the Government of Viet Nam began a land develop-

ment program to reshuffle families living in overcrowded areas. into area$

where land was plentiful, but not yet developed. Most of these land

development centers were in the sparsely populated mountainous Highlands

of South VietNam. USOM allocated VN$350,000,000 for land development in

1959 and 45,000 people were resettled, bringing the total since 1957 to

125,000. By 1960. 121 villages accollllllOdating 159,000 farm people had

been established.

Four million·metric tons of rice were harvested in 1958, which made

250,000 tonsofr1ce available for export.

,
I



Some progress wasmsde in industrialization and. the railroad was re

opened from Saigon to Dong Ha, near the 17th parallel.

Viet Nam redti~edits imports from 225 million dollars in FY 1958

to 208 million inl"Y.1959 •. Exports reached $55 million.

USOMcounted 48 active projects for South Viet Nam in 1959. There were

16 institutional contractors active in Viet Nam under U.S. foreign aid

contracts, including Michigan State University's team which had continued

its work in gover~entand police administration and training since 1955.

The number of direct hire employees stood at 199.

The Viet Cong began to increase terrorism later in 1959. But it had

not gained sufficient impetus to disrupt either USOM or Vietnamese.

Government civil oPerations to a significant degree, as it would do later.

Through FY 1960, 1.3 billion dollars in foreign aid funds had been

supplied to SouthVi.et Nam by the United States. Of the total during those

six years, 87 percent had been utilized in the Commercial tmport Program,

which allowed the Vietnamese Government to meet its obligations. The

government lacked sufficient internal revenues and was forced to support

a relatively large army. The remaining 13 percent, 166 milli()n dollars,

provided development project aid. TranSportation received 76 million of

the project aid.

In spite of gr0loiing communist subversion, Vi&t Nam made substantial

gains in agriculture, industry and soctalwelfare.
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Through its agi'icu1tura1 asllista.nce, USOM Viet Nam aided the Vietnamese

government in raisirtg the yield of rice paddy from 1.9 tons per hectare in

1956/57 to 2.2 tons in 1959/60. But .it also gave great emphasis during this

period to crop diversification in a country which was heavily dependent on

only rice and rubber.

U.S. economic assistance played an important role in developing Viet Nam's

education systeDI, badly neglected during the war years. A$ a result,

elementary enrollment stood at 1,500,000 on :1 September I, 1960, a surprilling

increase from only 400,000 four years before.

Exports rose by $20 million in 1960 to $75 million. There were many

positive progress indicators in 1960. And progress was to continue in a

number of key areaS as late as 1968 and 1964.

But the Viet GOng insurgency which began with isolated acts of

terrorism in 1959, was becoming a problem in 1960. On December 1,2, the

Viet Cong campaign began in earnest with the formal establishment of the

National Front for Liberation. Viet Cong activity increased in 1961.

The U.S. Government waS aware of the problem and Vice President Lyndon

Johnson, visiting Saigon in May, 1961, promised to increase aid to the

government. Additional Viet Cong agents were infiltrated from Laos in

the summer, further bOlstering VietCong efforts.

President John F. Kennedy decided to increase military assistance

to the be1eagurere4country and by 1962 USOM itself was engaged in

executing civil programs des:l.grted to assist the Vietnamese Govermnent to deal

with the insurgency.



The era of relative peace wa~ coming to an end. The high hope~ of

peaceful development which were e~gendered by the formation of a free

South Viet Nam in 1954 and by moderate ~ucce~~e~ in the development field

~ince, were al~ofading. From 1961 on, USOM Viet Nam ~hifted it~ operation~

from tho~e of ~tabilization and peaceful development to the realities of

a period of war which would continue, except for one relatively peaceful

interlude from 1969 to 1971, until Saigon fell to the North Vietnamese

Army on April 30, 1975.

The momentum of development did not abruptly stop in 1960 or 1961.

Rice production, only 2.8 million tons of paddy in 1955,reaehed 4.9 million

tons six years later,in 1961, and 5.2 million in 1963, the last year that

Viet NAlII would export dce for sometime. The eountry continued to develop

even though it was· clear that an insurgency of growing.proportions had

sprung from the isolated terrorist activities in 1959.



LIST OF PROJECTS ACTIVE IN FY 1960

Devclopmentof Agricultural Extension Service
Improvement of Agricultural Education
Crop Development
Improvcment of Irrigaticn and Water Control
Administration of Agrarian Reform
Land Development
J.,ivestock Dcvelopment
Improvement of Agricultural Ec6nomics and Statistics .
Impr6vement of Agricultural Credit and Cooperative Organiutlons
FisherIes Development .
Nong Son Coal Development
TeleCOmmunications
Electric. Power Development
Tan Mai Vl'00d Panel Plant
Expansion of Rural- tlrba.n Water Supply
pevelopment of Small Industry
Sugar Teclinicians Training
Highwa~. arid Bridge Construction .•
Rail\',ta.y Administration Improvement
Rehabilitation of Inland Waterways
DeveloJ>mentand Expansion of Aeronautical Ground Facilities
Labor Leader Training
Malaria Eradication Program
HealthSer·vices Development
Expansion .of •Medical Education Facilities
Improvemellt of Nursing and Allied Education
Expartsio!) and Improvement of 'fechnical Vocational Educatl611
ExpanSion and Improvement of Elementary Education
ExpansiOll and Improvement of Secondary Education
Expansion alld Improvemetlt of Teacher Training alld Higher Education
Scholarships lor Leadership Training
Instructional·Materials Developmellt
Impr6velMnt of .Municipal Pollee alld Surete
Strengthening Civil Guard
Establishment of Ill-Service Training
Modernization of ACC6unting atl<! Auditing Systems
Itnpl'ovcmellt of Banking, IllsUfallce alld Taxatioll
Development of a Govel'nnlent Supply System
Developmel\t of the NatiollQl Illstitute of Statistics
Improvement of the Public Service
Trailling. tor CommunitY Development
ExpatlsiollOf Government lllfo.rmatioll FaclIlties
Establjshmellt of NatiollQl Radio Network
PeacelUlUses for Atomic Ellergy
MarilleResearch in South China Sea
Inlprovemellt of English Language Training
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LIST OF ICA"FmANCED mSTITUTIONAL
CONTRACTORS ACTIVE IN VIETNAM IN FY 1960

Contractor

)mas B.Bourne ,Associates

~itolEngineering Corporation

aiel, ;tIo1ann, Johnson and Mendenhall

Inson, Drake, and Piper of Viet-Nam

weiland Co.

evision Associates of Indiana

rza Engineering Co.

:higan State University

iversity of Michigan

iversity 01 California (Scripps Institute)

Intosh Laboratories

.rnational Voluntary Services, Inc.

nt Commission on Rural Reconstructio!\

ralld Zimmerman, Inc.

lsell Wright Associates

i, Collsultants, Inc.

China

Actlvitll

Tan Son Nhut Airport Survey

Highway and Bridge project

Engineering Study and Hydrog~apl\ic Survey .of
Canal System

Highway and Bridge projects

Electric Power System

Regional Telecommunications Network

Regional Mekong River Study

Public Admlnistratio!\ Counseling

Ellglish Language Instruction· (~gional)

Marine'Research of South China Sea'

Radio Viet"Nam Project

Technical Assistance to various Agricultural projects

Development of Farmers Associatio!lS and crop
improvement

Industrial Development Center

Handicraft Development

Small IndUstry Development



AN ERA ?0UNrERINSURGENCY

L~~_,-1966'" 196'. <l'QMyiot "",,",,,,d__ it. _t"""_in

economic developnenttoone of Civil Cbunterinsurgencyastheent1re U.S.

mission be~ to focUS on the growing insurgency. By thaty~aI' the insurgency

had becone a serious threat to the stability of the Vietnartese government. It

may be useful to rev:i.ew some of the events in Viet Nam· from 1951t to 1962

which led to th1s new>direction.

The end of the .WaI' in Indochina in 1951t suggested that peace might

logically follOW 1n.thefootsteps of wa:r. But there was a certainarnount .of

comrnun:l.st activity :f':ranthe beg:lnn1ng Which hinted, at least in hindsight, of

the greater yiolencetocome.By 1959, :1.t became cleaI' that the Viet Cong

were stepping up violElnC¢ to sorre. degree in the south. However, the direct

response toguer:l.lla wa:rtare lay without the specific as well as the traditional

progrem considerations of U.S. economic asisstance programa •. Responsib:1.lity

for response l;wwith the South. Vietnamese government and from the U.S. side

withtpp Military Advisory Assistance· Group (MAAG). In 1960 the U.S. MAAG

helped the Vietnamese Artuy form r;ixty Vietnamese range!' conpanies t1Ja1ned for

antiguerilla Wa:r'fare. Later in the yea:r', MAAG prepared an organized pacifica":'

tion plan. Thir; plari\'i~ not placed into execution but s:iln1laI: p:LanswoUld
..

follOW in later years frolll these ea:r'ly beg1nn1ng5.

In addition to the glum tact that the insurgency was~therewere

also signs that certaih.elements of the Vietnemese population were becoming

dissatisfied with l.eadef1r;hip .of President Ngo Dinh D1em'Therewar; an U1')Successf\l1

coup in December 1960''J:'he d:l.ssatisfaction between PresidentD1Em1 and elements

of the populat:l.on wOUJ,dgrOw for 1;hreeyears unt:1.1 Noverri:>e;r19(53 when he ~.

deposed by a coup and killed.



On J)ecelliler 12,,1960 the Viet Cong fonnally armounced the establisl1rrlent

of the National Front fOrL1beration and ter,ror1st activity coritinuedupward.

In Washington an interagency Vi.etNam 'Task Force was fonned under the

State Departrrent andincluded representation from the Defense Departnent, A.I.D.,

the U.S. InfO:ml3.tionAgency (USIA) and the Central Intelligence Agency (CIA).

Two study missions were dispatched to South Viet Nam in 1961. One led

by Eugene Staley the ot;her by General Maxwell Taylor. Both i!:l'ouPa called for

polltical and adrn1h:1strative reform, new economic progroams for rural areas,

greatly increased U.S. advisory and sUPPly efforts and a lilrger, IOOre effective

Vietnamese military ~stab1ishment. Those areas dealing with. economic, progroamB

andadrn1n1strative;refotm would prqvide the basis for A.I.]). 'sinvolvenent in

counterinsurgency as,i!? developed in the early 1960s.

Both A.I.D. andt;he MAAG began enlarging their staffS. MAAG had doubled

its size in 1960 to 685, advisors and leaped to 10,000 advisors by the end of

1962. By Decenber 1962USQM Viet Nam and MAAG had advisors at the province
~

level throughout Viet Nam. For A.I.D. this represented the second time it had- '

fielded its office):'El a.t the province level. But in 1962 the misSion was quite

different ,than that of the 1954-58 period. It was tilrgetedspecificallyon

the civil aspects Of Gounterinsurgency with the hatnlet enphas;l.zed as the basic

recipient of assistahce programs managed and moh:1tored from the <province level.

At the Saigon leVel USOM created the Division of Rura;LAffairs (redesignated

the Office of RuralM'fairs in June 1962) tocomnand its counterinsurgency

field opera.tions. Th:1s,altered theUSOM staffing pattern, cOflS;l.derably placing

aGelerre}Yof A.I.D. officers in the area of field opeI'ationswithsub-

offices established in Viet Nam's four military regions as well, as :In the provinces.

By 1964 the Office for Blit'al Affairs (ORA) and the Office for progJ:'am and
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Planning were thecf~ma.in OffiC;)f the UooM organization. ORA ~nconpass~d
? the ~chnical divisions and provided counterinsurgency' and proJect assistance

with errqJhasis on count~rinsurgency. ·'Ihe long:range goal of this effort was to

gain the support of the rural people for thegoverrmmt of Viet Nam. 'Ihe program

office provided economic expertise, program planning assistance and nonproJect

economic assistance, including tJ:ieCorrrnercial Import Program Which remained

in te:rnlS of dollar input the largest U.S. aid proe;ramin Viet Nam.

UooM began directing more attention to the National Police in 1962. As

the Michigan State Uni'Versity police advisory contract expired USOM's public

safety division began. gearing up for the task of developing a national police

syStem which could handle not only those elenents of law enforcenent Which are

normally associated with police work but also those aspects of cOUJ;!terinsurgency

which the police wou;J..d be expected to play a maj or role. Fregrams during this

periOd included establishenent of an extensive radio conmunications system to

assist police in making contact with and serving larger segnents of the rural

population. 'Ihe Public Safety Division saw Viet Nam's force of 22,000 as only

about a t~d of the. si\!:e needed' to provide law and order. in!'\.lI'al .as well as

urban areas and assisted the National Police in training additiional officers

with Which to expand the force.

By 1964 there were. 58. direct hire police advisors on station in South

Viet Nam. D1.lring the co~ years this number would increase .ma,ny tim9s as

public safety advi.sors .extended their advisory effort to each· province in South

Viet Nam.Total aid dollar :funding for Natiooal Police grew frctn 265,000 in

FY 55 to $3.5 million in J:1'Y62 and rose ,sharply to $20.7 million in 1966 as

USOM expanded both its Program support and its technical. staff; By M9.y 1,

1967 the National. Police strength reached 65,700.
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to rule SOllth VietNam,sone lasting only a fewda¥s or weelts~ An1nX!sities

developed over wheth~r tl1e govemtll3nt, should be nil.litary or c,iv:l.lian. Eluddhist

hamlets. The fall Of President Diem sealed the fate of the ,strategic hamlet

program in any case." During the IOOnths that followed his denil.se the pacif1

cation program rema:tJ:\ed,' stagnated for the balance of 1963 and through 1964.

There was an eno:rmousarnount of activ:l.ty spent in planning new approaches to

counterinsurgency dur1ng 1964.

From the fall of president Diem in NoveIliler 1963 unti:J. the, installation of

p:renil.er !'lggyen Cao l\Y on 19 June ,1965 a plethora of gove~ntSattenpted

The Vietnamese governent,which had suspended village elections in 1956,

began a program of local development in 1959 known as the Agroville program.

This plan was discontinued in 1961 and the Vietnamese began experiment:l.ng

lI>!ok with the "strategic hamlet" concept. The deCision to concentrate pacification
?~~

)1.-9 strategies at the hamlet rather than the village level hardened during this

period. Not until 1969 did the Vietnamese and their American allies conclude

that the village level was a IOOre profitable level for gove:mmmt attention.

Ha!nlet pacifioation w:l.thout utiliz:l.ngthe, village structure presented a

formidable problem in,that there were 12,000 hamlets in Viet Nam, a nlllltler

which required llPre personnel and material support than' the gove~nt, even

with general Anericail support, could Il\llSter.

The Vietnamesegovet'l1Illent provided vastly inflated figures to the U.S.

on the progress of, the strategio hamlet program, which Constituted the basis

of counterinsurgency activ:l.ties through 1964. By No~er1963 the gove~t

of Viet Nam (GVN)claiIJl;)d, 8,544 strategio hamlets had been conpleted and

another 1,051 we:t'$ under construct,ion. By May 1964 a reeve.1uation of

effective hamlets concluded that in truth there were only 4"m conpleted.. .. ...',.. .. < _.



factions stirred in protest ofmil1taI'y goverment but the strength of

goveI'l1llent during this period was directly related to the Anr\Y which represented

thepr1nte political force of that time. Hence, after a succession of generals

and civilians had held the office of' j.JI'emier, that vffice tI.na1ly fell to

Air Marshal Ky, whO held power until 1967. National electiOn13 in 1967

caused Ky to lose his pI'ime p013ition as Premier to General Nguyen Van Thieu,

who was chosen overKy as candidate by the mil,itary leaders. Ky ran for

office as vice President. Although they received onlya little IOOre than one

third of the votes c~t they received a sinple majority and took office.

Thieu remained in that office until the flnaldays of the war when he resigned

and turned over the Presidency to Tanh Van Huong, who hag subsequently replaced

Ky as Vice PJ:'esident •.

The buildup of U.S. tactical troops began in 1965 and 'by t;he end of the

year there were 184,OOO.l\Ireric;m troops in South Viet Nam. Another significant

event of that year was. the formation of the Ministry of Rural Development

(lIORD), sometimes called the Minist;ry of Revoluntionary Development in English.

This ministry, which controlled a growing force of cadremen~~. iRe

working at. the hamlet level, becaIre the focal point for civil count;erinsurgency

within the \TietnaJ\'iese· govenurent. 'lhrough this ministry .USOM'a Office of

Rural .Aff'airs found 1j.suitable counterpart for its counterinSurgency and.

technical project; activities until 1968 when lIORD was succeeded· by the

Central Pacification..;md developmentcoWlCj! as chief coordi!JatOI'for pacifi

cation (counteI'insUI'gE!ncy).

In 1966 USOMVietN$II1, which was :r'E!deaigna,ted USAJD Vi~Nam, joined

With M)RD to produce a specific plan a1Jred. at ·inprovingtM&ellvery ofgoverrl'-'

ment services at the local levels and of exPanding adm:I.ni13tra.tive, agricultural,

educational, publi(l. health and other public institutions pa.ri;icularlyat t;he



hamlet level withSPllle projects at the province level. 'll1e program was

haIJpered by its newness and by the ine:xperience of the thousands of cadremerl

who had been recruited to serve as catalysts at the hamlet .level. The Viet

Cong,by now in full swing against government pacification progrems, provided

anothe.r major hindrance, killing cadremen and desm-oying pacification projects.

'!he progrem atterrpted to deal at the hamlet level but left IOOst hamlets of

Viet Nam untouched by any government program since forces could be IlDlStered

to protect and wot'k in only several thousand hamlets at atinlll. By the end

of the year the enti~ field development effort of all oiviJj.an agencies,

including USAID, Was absorbed in the Office of Civil Operations (OCO) headed

by DeputYJ\mbaBsadpr William Porter. '!he search fot' a IOO~ effective civil

counterinsurgencyeffopt continued under 000, and in May 1967, all field

operations were placed under the M:l.lit~AssistanceC0IIIIllllld (MACV). A.I.D.

officers were to continue revising strategies for several 100:1;'$ years before

the U.S. Mission felt that satisfactory solutions had been found which would

eventUally bring the Vietnsmese people· closer to their government.
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THE WAR YEARS

1967 - 1973

The year 1967 was one of transition for USAID Viet Nam. USAID moved

from a direct role in counterinsurgency in rural areas to One somewhat more

in line with traditional policies of economic development. The massive

buildup of U.S. military forces had begun in 1965 and approached its peak.

USAID had. entered the field of courtterinsurgency heavily in 1962 and had

re-established its staff of province field advisors late in that year.

By 1966, USAID had agricultural, commurtity developmertt and public safety

advisors at the region and province level and was planning to disperse

A.I.D. officers at the district level as welL Gradually, a desire to

consolidate managem~nt of civil and military adv'sDrs developed within

the U. S. Mission ancf in Washirtgton.

Ill, NOvember, 1966, the first stage towards consolidatin,g managemertt

was taken. All civilian advisors serving at regional artdprovincia1 levels

were assigned to·anew organization, the Office of Civil Operations (OCO)

underOeputy Ambass~dor Willia~ Porter. This move left fieid operations

with only two chains of command, that of the civilian advisors under

Ambassador Porter, artd that of the military advisors under Gen. William

Westmoreland, Co_rtding General of the Military AssistartceCommand,

Viet Nam. In May, 1967, a second reorganization placed all field advisors,

civil and ~ilitary,. under command of Geneul Westmoreland. A post of DepUty

Ambassador in charge .o.f these operations was created and wasfirat filled by

Oeputy Ambassador Robert Komer, who reported to General Westm9reland This

combined civll-milil;aryorgan:l.zation was designated Civil Operations

Revolutionary Deve~opment Support (CORDS) and all American activities

concerned with counter:l.nsurgency were placed under CORDS. This move



provided the U.S. counterinsurgency effort with a single managerial chain

which was considered more efficient than multiple chains.

RelieVed of ita responsibilities in direct counterinsurgency advice

and assistance ill the field, USAID Viet Nam shifted its interest more

towards traditional A.I.D. approaches, albeit these activities were also

tailored to the needs of counterinsurgency. Major emphasis remained on

stabilizat,ion of the Vietnamese economy to offset the econom:l.c stresses

of the war. USAID played a major role in providing civil:l.an advisorslior

the counterinsurgency effort, in supporting them in the field, and in

providing funds for various counterinsurgency progrll1lls aimed at "pacif:l.ca

tion'l of the rural population,.

USAID also cOncentrated on alleviating the economic and'social conse

quences of military operations and expanding the economy in secure areas

for 10ng-termsoc1al and economic development. A separate bureau was

created in A.I.D. Washington to handle the sizeable and complex Viet Nam

operation.

There were a number of successful moves in 1967 which were cause for

at least mOderate optimism within the mission.

Inflation, which ran 55 percent in 1965 and 59 percent:l.n 1966,

dropped to 30 percent in 1967.

Prices' for a~r:l.cultural products were increased, stimulating the

industry and prov:l.dinggreater income to farmers.



There were advances in industrial development, increases in agricul

tural production, more credit available for farmers, expansion of hospital

and health and ed~cation infrastructures, improvements in administration

and extensions of Viet Nam's road, canal, airport, railroad, water, power

and telephone systems.

USAID Viet N~ played important roles in all these improvements. It

also helped foster 10cal elections by secret ballot in 1961. The renewed

interest in the villa.ge level of government, which had been inactive for

some years, was shown in the re~establishment of village elections.

Elections were held in 1,300 of Viet Nam's 2,000 hamlets villages and in

5,000 of its 10,000 hamlets.

A little noticed activity in 1967 was the small scale trial of new

high-yielding rices which had been devel~ped in the Philippines at the

International Rice Research Institute (IRRI). These varieties and other

varieties later developed at IRRI would become a chief ingredient in

Viet Nam's rice production increases in the 1970's.

Although unkn()Wrt to the Allies in 1961, the Viet Cong were preparing

a major series of attacks on Viet Nam's cities, the Tet Of.fensive of 1968.

On the night of January 31, 1968, the City of Saigon and m.ore than 30

Vietnamese province and district towns were attacked on. a scale never

before mounted by the Viet Congo The fighting lasted for seVeral weeks

and wes followeditl May by another, lesser offensive. More than 12

thousand civilians were killed, 20,000 wounded and almost a million
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evacuees created. Property damage was estimated at 173 million dollars.

The eftect of these attacks was to momentarily paralize programa in which

USAID had major interests and to set the economy back in several important

aspects.

Immediately after the offensive began, President Nguyen Van Thieu

created on February .2 the Central Recovery Committee which combined the

talents of various government ministries to deal with the civil:! crisis

created by the offensive. The committee was charged with directing

activities aimed at easing distress of the refugees, restoring facilities

in the provincia1to~s and Saigon, reopening lines of transportation and

developing a national spirit of unity towards recoverint! frolll the attacks.

USAID provided food, cOnstruction materials, clothing and piaster funds

towards care and resettlement of the refugees. It assisted the Government

of Viet Nam in dealing with economic problems created by the offensive and

by a 30 percent increase in Vietnamese military personnel occasioned by

the nationwide mobilization.

Despite the severity of the Viet Cong offensive, the effects on the

Vietnsmese economy were not as serious as they might have been and the

last half of the year 1968 was spent regaining economic lnOmentum. USAID's

primary interests were in prOViding resources which enabled the economy

to stand. up under the economic stresses of war; to foster economic growth

in spite of the Tet Offensive; and to assist in long range planning for

the hbped-for years of peace to come.

The period 1969~1971 provided a favorable climate for USAID's overall

goal of proyiding eco~omic assistance to South VietNam•.. The direct gross

economic assistance to Viet Nam from the U.S. dropped from739.9m:t1lion

dollars in FY 77 to just over 400 million in 1969, settling at about

500 milliOn for the next three years. The inflation rate hovered at only

15 percent in 1971. Rice production, which was less than. 4.69 million

T1._"-



metric tons of paddy in 1967, had risen to 6.2 million metric tons in

the 1971-72 season. Much of this increase could be directly accounted

for by the USAIO introduction of impr~ed rice varieties beginning in

1967. The improved varieties generally produced twice as much paddy

per hectare as local varieties and the Government of South Viet Nam

hoped to put a total of 880,000 hectares of improved rice varieties into

production during 1972.

There was a decrease in the level of violence in 1969 which

precipitated the return of many Vietnamese refugees to their homes. That

movement, in turn, had a beneficial effect on agricultural production.

Through funding .and providing civil specialists to MACV/CORDS,

USAID participated·. ill the re-establishment of the long dOr)llSnt village

government in 1969. The shift from hamlet to village govertlment repre

sented a lIlajorshift of policy in the pacification field. It also plac.ed

the natiortal governmertt in direct contact with many citizens for the first.

time. USAID funding provided a million piasters for each village partici

pating in the restoration effort, when the program had termin.ated in 1974,

most of South Viet Nam'e 2,100 villages were participating in the Village

Self-Development Program. These 2,100 Village governments proved much

lIlore capable and managable than the 10,000 hamlet governments.

On March 26, 1970, President Thieu launched the USAII>-backed Land-to-'the

Tiller program. During the next three years, over· a million hectares of land

were distributed free to the tenants. USAIP prOVided funds tp8sSist the

Government in compensating landlords as well as advisoryas.Sistance in

executiori of theprollram.



The effects of Viet Cong insurgency seemed to be clearly on the decline.

The qovernlnent of V:l.et Nsm reported a steady increase of pacified areas from

1969 through 1971. p.S. military forc~s, which had reached 500,000 troops

at its zenith, began a withdrawal in August, 1969, which eventually would

remove all tactical U.S. troops from South Viet Nsm.

A major activity of all U.S. elements of the American ~:l.ssion, including

USAID, was Vietnamization,the process of turning over to Vietnamese

officials the operative roles which had been performed by U.S. advisors

since the buildup of the 60's. Direct hire A.I.D. employees and those on

loan, stood at 1,464 at the end' of FY 71. The figures dropped to 1,097 by

the end of the following fiscal year. There were similar reductions in the

number of local a,ndth1rd country nations in USAID's employ.

The period 1969-71 represented a high point in imp1emantation of

U.S. foreign aid assistance to South Viet Nam. Total economic assistance

reached almost 4.3 billion during this period. Much of USAID's effort had

been aimed at stabilization, rather than development, on grounds t~t this

was a prerequisite of economic growth. Economic stab1ization appeared to

be within reach at as the year 1971 closed. USAID looked ,forward to

increasing sound investments for economic grOWth.

The year 1971 ended a decade of increased guerilla warfare. In

spite of the intensification of the war. there were a number of pluses in

the economic and development area.



The population had increased from 14.4 million at the end of 1961 to

18.3 million at the end of 1971, 27 percent. Rice production increased

during that period from 4.6 million ill tons in 1962 to 5.7 million metric

tons in 1971, an~ncrease of 24 percent. Although the production did not

quite keep up with the population ratio, it did exceed what might have been

expected during a.period when much of rural Viet Nam was at war. Viet Nam

exported 85,000 tons of rice in 1962. During the worst of this war decade

it imported as much as 750,000 tons to make up for lost production. But

by 1971, imports were down to 160,000 tona.

The Government of Viet Namsupported an army of 400,000 at the beginning

of the decade. At the close, the troop strength was approaching 1.1 million.

ThiS, plus other in~reased activities connected with the prosecution of the

war, brought on inflation which began in 1960, worsened in 1964 and in

1967-69 and was brought utider control in late 1970 and 1971 when prices

rose only 15 percent.

The Viet Cong guerilla war, which had reached an unacceptable level

of violence during the early 1960's had been receding since 1969, when the

Vietnamese government began an intensified effort to separate the Viet Cong

from the population through pacification. This development represented a

reverse in the long term trend and suggested that more time and effort could

be devoted to development if the level of violence continued to drop.

But as the partly indigenous Viet Cong movement seemed on the wane in

1971, the North Vietnamese Army was readying a large-scale invasion of South·

Viet Nam which wou1d~ip the level of violence upwards once again.



The 1972 Communi$t offensive differed in two majorrespeets from the

1968 offensive. First, it did not come as such a $urpriae to allied forces.

Second, it was primarily a conventio~al military offendve by the North

Vietnamese Army rather than a Viet Cong Guerilla offen$ive.

Allied intelligence recorded the North Vietnamese buildup early in

1972. There wa$ no doubt the North Vietnamese would attack; The major

remaining questions were where and when. At the end of Mareh, at Easter,

the North Vietnamese Army (NVA) launched a series of major attacks. They

moved south from North Viet Nam aeross the 17th parallel into Quang Tri,

the northernmost province of South Viet Nam. They moved east from Laos

into Kontum Province and east from Cambodia into Binh Long Province. The

fighting raged in varying degrees through the first half of the year.

After initially losing control in Quang Tri, the Vietnamese Army, supported

by the U.S. Air Force, stabilized the military situation and took back the

capital city of Quang Tri as well as part of the province.

The North Vietnamese drive at Kontum Province was aimed at capturing

the provinee capital of Kontum, a scenic, tree shaded tewrtnestled in a

valley. Although North Vietnamese tanks broke through defenses and

entered the city in May, they were driven back•. TheNVA did not take

the city, but remained in control of much of the province.

Binh Long's capHal of An Loc was t):l.e scene of the third bitter battle

of this invadon. The NVA did not take this city either but it was leveled

during. the prolonged siege. Much of the province remained in enemY hands

and later served asa headquarters for the Viet Cong Provisional Revolution

ary Government.
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Although the 1972. North Vietnamese inv$sion wss more limited

geographically than the Viet Cong Offensive of 1968, it was more damaging

in some respects than the earlier violence. ~ut the Vietnamese economy,

which had grown since 1968, emerged after the offensive stronger than in

1968.

Never-the-less, the private sector experienced a bUSiness recession

in 1972. Another major refugee movement was precipitated py the 1972

offensive, gener$ting1.2 million refugees, mostly in the Danang area of

Military Region 1. Inflation increased from the low 15 percent rate of

1971 to almost 25pet'cent.

On the plus side, the refugees were cared for with more dispatch than

in the past. Exports, still small,doubled over 1971. The land reform

program moved forw$rd largely unimpeded by the invasion. Tax collections

increased.

Rumors.of an impending cease fire which began in late 1972 were

followed with an announcement on January 23, 1973 by President Richard Nixon

that a cease-fire would begin on January 28, 1973. On that day, at 8 a.m.,

Saigon time the ships in the Saigon River sounded their Whistles. They were

joined by church bells for several minutes as the cease-fire began. But

within 24~hours there were charges and countercharges of cease-fire

violations, an~ the level of violeneeremained high in 1973, despite the

cease-fire. Yet the hope that violence might still be reduced at sOllIe point

through further negotiation left the possibility that South Viet Nam could

at last begin a period of peaceful development.
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