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In this report of USAID's assistance to the Republic of Vietnam
in 1969, I have gone somewhat beyond the scope of my report in
each of the last two years. DBecause much interest was shown

in the USAID Annual Report for 1968 by many private groups,

the press and other representatives of the public at large, I
have outlined this report in such a way as to provide a broad
audience with the perspective of general trends and directions,
as well as the specifics of the program in 1969,

Each month of the year saw more of the countryside come under
the security and protection of the goverpment. As fighting
lessened more of the govermment's efforts and resources were
devoted to the building of the nation. The USAID's assistance
in 1969 again focused on three principal objectives -- First

to enable the economy to function despite the burden of the

war by providing commercial imports and foods on a large scale.
Second we assisted Vietnamese efforts to achieve economic growth,
again in the midst of war —- as well as to improve and extend
the government's services to its citizens. ZLast, we devoted an
increasing effort to provide assistance in planning for the era
of peace that lies ahead.

Although this is a report on USAID, it is also a record of the
achievements of the Government of Vietnam and the Vietnamese

people.

Saigon, South Vietnam D. G. Macbonald
January 1, 1970 Director, USAID
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INTRODUCTION

1969 has seen the government and the people of the Republic of
Vietnam exhibit an ever increasing capability to build their nation
on firm foundations. Steady progress was made during 1969 in sta-
bilizing the economy, increasing agricultural production, improving
government administration and providing public services. As more
and more of the countryside became secure, over 80% of the people
were served by their elected government.

The United States Agency for International Development—
USAID—has the mission of implementing the United States Eco-
nomic Assistance Program in Vietnam. In so doing USAID has

. been providing economic aid and advice to the republic over a

period of 18 years, and by the end of 1969 had spent or committed
something less than $4 biliion dollars.U.S.economic aid to Vietnam,
including Food for Peace (PL 480), reached a high of $646 million
in FY 1967. It dropped to $548 million in FY 1968 and to $408
million in FY 1969. Although small compared to U.S. military ex-
penditures, American economic aid has changed and is changing
for the better the everyday living of the people of Vietnam.

As the funds to be expended decreased, so did the size of USAID.
From a peak of 1,471 Americans providing advice and assistance
to the government of Vietnam in 1966, fewer than 1,000 will be on
the rolls by March of 1970, reflecting the ever increasing capability
of the Republic of Vietnam to manage its own affairs. It should be
noted that USAID reductions in 1969, both in money and in per-
sonnel, are a direct result not only of improvements in the GVN
but also a result of increasing-ability of the GVN to sustain itself.

Postwar planning is receiving the attention of experts from both
the GVN and USAID and when peace comes the nation will be
prepared.

As the Government of Vietnam and USAID look toward the
future, there remains much to be done and much will be done. Im-
provements in public health services, education, agricultural pro-
duction and public administration continue to be primary goals—
“To Build A Nation”. ..
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CHAPTER ONE

STABILIZATION

A strong, viable economy is the very foundation upon which a developing nation must
base its future in all other endeavors, i.e. socially, politically, militarily, etc. For this reason,
USAID applies much cffort to solving economic problems in order to help build a strong

and independent Vietnam.

The Economy

The year 1969 saw the economy start with relative
price stability and change to one characterized by
gradually increasing inflationary pressures. The year
finished with decisive counter-measures by the Gov-
ernment of Vietnam slowing down this inflationary
trend. While USAID continued to provide policy
advice and U.S. economic aid remained instrumental
in helping to stabilize the economy, the noteworthy
and encouraging development was the shift in em-
phasis from reliance on aid as the ultimate support
for price stability to self-help tax measures planned
and implemented by the GVN itself

The relative price stability that had prevailed in
the second half of 1968 continued inte 1969 as con-
sumer prices rose at an annual rate of only 8%
through April. This relatively low rate was largely
attributable to the high level of imports which had
been ordered during the resurgence of business con-
fidence after the enemy’s Tet and spring offensives
in 1968. It was also a reflection of the marked im-
provement in security in the countryside where lines
of communication were opened and commerce was
restored and extended. By late spring, however, in-
flationary pressures began to build up once again.

Imports subsided to more normal levels at the same
time that government expenditures turned sharply
upward as a result of full mobilization.

Between April and September of 1969 consumer
prices rose by approximately 19%, equivalent to an
annual rate of over 40%, and there were clear indica-
tions of a further worsening of the sitnation. (In fact,
however, as of December 1969, the annual rate was
32%.) The GVN assumed the cost and responsibility
of taking over direct control of many projects and
programs throughout the country, while also fully
mobilizing, and in doing so increased demands on the
budget. For one thing, an earlier announced salary in-
crease for civil servants and the military had to be
met. (Thispay increase finally was disbursed in Octo-
ber, retroactive to July 1.) For another, the GVN was
now facing the prospect of declining foreign ex-
change earnings and lower levels of imports and
import taxes as a result of U.S. troop withdrawals.
The situation was critical because in the absence of
drastic new policy measures, the immediate prospect
was for a 1970 inflationary “gap” (i.e. money sup-
ply increase) of VNS$80 billion to VN3$90 billion.*
That would have e¢qualed a 55% to 60% increase in

* Conversion rate is 118 prasters to US 5100



money supply and caused tremendous inflation.
In meeting this situation, the GVN might well
have taken the “easy” way by requesting more U.S.
aid. Instead, in a dramatic action signalling a move
away from dependence on U.S. assistance, the gov-
emment on October 23, 1969 decrced a sweeping
program of increases in austerity taxes designed to
raise some VN3$45 billion. The austerity tax being
in form and purpose identical to a customs tariff,
the effect was to increase drastically the import cost
of selected goods. Tax increases ranging from 20 to
520 piasters per dollar of goods were assessed on
about two-thirds of Vietnam’s imports, resulting in
increases in their effective import costs ranging from
5% to 50%. One-third of all imports, consisting
mainly of essential foodstuffs and inputs to the agri-
cultural sector, were exempted from any tax -
creases and relatively low increases were assessed on
basic consumer goods bearing importantly on a work-
ing family’s standard of living. The highest rates of
increases were assessed on luxury consumer goods.

Despite an attempt to design a program that would
avoid influencing ordinary living costs, some degree
of indirect impact, much of it purely psychological
In nature, was inevitable. The doubling of retail
gasoline prices (austerity taxes on petroleum prod-
ucts were raised substantially) in itself led to im-
mediate price increases—not all, by any means,
economically justifiable—on many items affected by
the cost of transportation. Within two weeks of the
issuance of the decree the Saigon Retail Price Index
prepared by USAID was up 13% from the pre-
decree level, but by the end of the year prices had
receded somewhat from their peak levels, and had
stabilized at about 10% higher than the pre-tariff
increase level.

As of mid-December the price level had risen 30%
over the beginning of the year. With a clear pros-
pect for some decline in rice prices in the last weeks,
there seemed good reason to hope that consumer
prices in general would hold steady, or increase only
slightly, for the rest of the year. At 30% to 35%, the

SAIGON RETAIL PRICE INDEX
( SDURCE : USAID )
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increase for the full year would compare favorably
with the 1968 price increase of only 30%. The 1969
price level increase can be considered acceptable,
especially in view of the increased burdens assumed
by the GVN in fighting the war and at the same
time building their own economy.

Calendar year 1969 rice imports of 390,000 metric
tons were approximately half the 1968 level and
combined with carry-over stocks which were drawn
down by roughly two thirds, fed the deficit provinces
for half the year. Ninety thousand MT of imports
were financed with the GVN’s own foreign exchange.
Self-sufficiency in rice production should be a reality
by the end of 1970 due to a bumper 69/70 crop
created by good weather, expanded security and,
especially, higher yields from improved varieties of
rice. GVN price support measures were unnecessary
in 1969 as domestic supply and demand conditions
had the effect of approximately doubling the price
paid to the farmer. Drought had reduced 68/69
production in a generally inflationary economy and

LICENSES

this drove unprocessed rice prices up beginning in
March 1969, with processed rice following in April.
A temporary interruption in U.S. rice import arrivals
in August and the psychological repercussions of
the austerity tax measures in October and Novem-
ber fueled the price rise until arrival of rice from the
new harvest brought price relief toward the end of
the year.

Commercial Imports

The Commercial Import Program (CIP) continued
in 1969 as a major weapon in the Government of
Vietnam-USAID batile against the wartime inflation
facing the Vietnamese economy. Assuring that ade-
quate supplies of basic commodities are maintained
in the market continues as the CIP’s primary ob-
jective. The CIP works toward this objective by pro-
viding the amount of foreign exchange required to
fill the gap between the level of imports demanded
and that level of imports which the GVN can afford
to fund with its own foreign exchange.

ISSUED UNDER THE GOVERNMENT DF VIETNAM’S

IMPORT PROGRAM

{ NDT INCLUDING FOOD FOR PEACE IMPORTS )
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The mechanics of the CIP are simple: AID/Wash-
ington, through U.S. banking channels, pays dollars
to American or occasionally foreign exporters for
goods shipped to Vietnamese importers. Vietnamese
importers pay for the commodities with piasters,
which are deposited into the National Bank as
Counterpart Funds and which support development
projects and programs the GVN and the United
States have approved. A portion of the Counterpart
Funds covers USAID administrative expenses. Ac-
tual procurement under the CIP follows regular in-
ternational commercial practice.

The cautious attitude which prevailed in the busi-
ness community following the TET and spring of-
fensives of 1968 had almost completely disappeared
midway through the first quarter of Fiscal Year 1969,
The demand for CIP-financed imports rapidly out-
stripped the available funds, and the fiscal year con-

cluded with a backlog of import license applications
without adequatc funds available for their process-
ing. Total CIP import licensing for FY 1969 amount-
ed to $204.4 million.

FY 1969 was the fourth successive year in which
the GVN-financed portion of the total imports to
Vietnam increased. Because of foreign exchange
earnings derived largely from the spending of allied
military forces, the GVYN was able to pay for 62%
of the total of all goods imported in 1969. These in-
creased earnings allowed USAID to shift the financ-
ing of such bulk commodities as cement, sugar,
petroleum, oil and lubricants back to the GVN,
freeing the remaining funds to pay for other basic
commodities. The type of imports financed under
the CIP remains restricted to essentials required for
a developing country: chemicals and plastics; tex-
tiles and fishing nets; iron and steel; mechanical

Import Licensing by Source of Financing

FY 1967
U.S-$
U.S.$
Million %
(] | - $155
FFP (Titlel)* ... 13
Total U.S. ... $286
GVN .o, 306
Grand Total ... $592 | 00%

*Formerly Food for Freedom

8

26%
22%

48%
52%

FY 1968 FY 1969
US. $ US.$
U.S.s Uu.s.s
Million % Miltion %
$ 89 | 8% $209 28%
146 30% 73 | 0%
$235 4 8% $282 38%
248 52% 463 6 2%
$483 1 00% $745 t00%
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and electrical industrial equipment, and rubber tires
and products.

The majority of all CIP-financed imports arrived
from the United States—almost 63% in FY 1969.
When products are not available from the U.S., or
the price from other sources is more competitive,
CIP goods may be procured from selected countries
which have agreed to accept payment for such com-
modities by means of letters of credit tied to US.
banking institutions. This procedure not only lessens
the potential for U.S. balance of payments deficits,
but assures the importer the opportunity of selecting
the most competitive prices. In FY 1969, the Repub-
lic of China provided about 18.5% of the CIP im-
ports, and Singapore and Korea provided about
13% between them.

Administration of the CIP has grown more com-
plex as more Vietnamese importers and foreign sup-
pliers participate in the program. To meet the chal-
lenge of planning and administering such a large
program, USAID relies more and more on Auto-
matic Data Processing. It is now possible to have
complete “pipeline” data and to follow every in-
dividual import transaction from the license applica-
tion stage through the opening of the letter of credit
to the final commodity arrival and receipt stage. At
the same time, the data accumulated in the ADP
system provide a more reliable base from which to
evaluate past performance and project future re-
quirements.

Food for Peace

Authorized under Public Law 480, as amended,
the Food for Peace program in Vietnam is planned
to import sufficient quantities of agricultural com-
modities to offset reduced local production resulting
from wartime conditions, aid in stabilizing the price
of agricultural products for the consumer, and pro-
vide food for donation to needy people through or-
ganized social welfare programs. Under TitleT these
agricultural commodities are available in commer-
cial markets for purchase with piasters or are used in
manufacturing processes; rice, wheat flour, corn,
tobacco, raw cotton and milk products. Title II foods
donated to refugees and others in need are: bulgur
whceat, rolled oats, rolled wheat, cornmeal, wheat
flour, vegetable oil, CSM (high protein blended
food), nonfat dry milk and corn for animal feed.

Title I purchase authorizations totaling $109 mil-
lion were issued during calendar year 1969, com-
pared to $102 milkion in 1968. A portion of the

piasters generated by the sale of Title I commodities
is made available to thc Government of Vietnam to
support the military effort within the Republic. The
remainder of the generated funds are used by the
United States Government for general expenditures
in Vietnam.

Corn imports have contributed substantially to the
improvement and expansion of livestock and feed
production. The use of wheat flour has increased
steadily during the past four years. In 1966 the aver-
age monthly consumption of flour was 6,000 MT
while in 1969 it was about 10,000 MT. Wheat under
Title I was imported for the first time in December
1969 to meet the requirements of the newly estab-
lished Saigon Flour Mill (SAKYBOMI). In July
1970 a second fiour mill is planned to begin produc-
tion. Cotton and tobacco continue to provide the
essential raw materials for the textile and cigarette
manufacturers in Vietnam.

On behalf of the American people, Title II pro-
grammed approximately 159,000 MT of food in

11969 for 3.5 million recipients throughout the Re-

public of Vietnam. These commodities were used
to feed refugees, the poor and the needy and to al-
leviate hunger and malnutrition, especially among
children. Community development through self-help
and food-for-work projects were also furthered with
the use of P.L. 480, Title II foods:

About 50% of the Title II commodities were dis-
tributed through the GVN pacification program and
the balance through UNICEF and the American
voluntary agencies; Catholic Relief Services, Viet-
nam Christian Service and World Relief Commis-
sion. During the latter part of 1969, three more vol-
untary agencies—International Rescue Committee,
World Vision International and CARE—prepared
for active participation in the 1970 program.

Title II foods are generally made available through
the pacification program to war victims, self-help
and food for work projects and community develop-
ment, while the voluntary agencies dispense similar
foods through school lunch programs, welfare and
medical institutions, and as aid to indigent families
and individual health cases.

Industry

In spite of the uncertainty and other problems
arising from the war, the private sector invested in
industrial projects at a heartening rate during 1969.
A simple listing of the new plants completed and
starting operations during the year, as well as the

9



corresponding investment, indicates the size and
variety of these investments: (US$1 = VN$118)

Marine shipbuilding VNS§428 million
Plastic products 137 =
Detergents 30 ”
Dry cell batteries 70
Electric wire & cable 100 ~
Cement blocks 60 7
Brick & tile § 7
Flour mill (2) 7>
Steel rolling mill 19
Tillers & engines 526 7
Diesel engines 200 ”»
Animal feeds 411 =

In addition to the new plants listed above, several
existing plants were expanded, and 10 new plants
were under construction. Total investment in these
activities was approximately VN$4.5 billion.

During the year, USAID advised the Ministry of
National Economy and the Industrial Development
Center staff, as well as private groups, in drafting a
new investment law and advised the IDC and MNE
on how to improve the administration of the present
law. The new law is in the hands of the MNE and
will be presented to the National Assembly early in
1970. If passed, it should help attract investment
funds needed to finance manufacturing facilities Lo
produce food, shelter and clothing products which
USAID/GVN preliminary stidies have shown to be
feasible.

The 1968 War Reconstruction Fund consists of
grants of VN3$1 billion from the GVN and U.S310
million from AID. Its original purpose was to help
reconstruct facilities damaged during the 1968 Tet
offensive. During 1969 the fund was recast to permit

10

financing the expansion as well as the reconstruction
of these facilities. The basic strength of the private
industrial sector was indicated by the fact that the
plants involved, although already strained by financ-
ing needed reconstruction projects, were willing and
able to acquire additional debt during these uncer-
tain times. By year’s end the dollar and piaster funds
were committed, with an excess of applications of
approximately US$6 million.

US economic aid continued to fund a manage-
ment training program for the Industrial Develop-
ment Center to increase the country’s supply of com-
petent managers, and provided a consultant to im-
prove the credit operations of this institution which
is so important in generating and financing private
industrial projects. USAID advised many private
sawmill operators and created a model sawmill in
Dalat for educational purposes. Partly as a result
of these activities, production increased to the high-
est level since 1965, reaching a volume of 286,000
cubic meters and generating tax revenues for the
government of VNJ310 million. Lumber prices,
which had reached record levels throughout Viet-
nam, dropped more than 20% in many areas due to
the increased logging operations.

At the request of the Ministry of National Econ-
omy and the Industrial Development Center, USAID
prepared and submutted to the GVN a tabulation
of key industrial investments which fitted the GVN
priorities presented by President Nguyen Van Thieu
in a speech made during October 1969. The analysis
indicated priority projects, rated according to their
contribution to the national income, to net export
earnings and to the production of necessities such
as food, clothing and shelter. The list was used by
the IDC in evaluating applications from the private
sector for benefits under the Investment Law.



CHAPTER TWO

AGRICULTURE

The process of development requires more than financial assistance alone. A large num-
ber of expert technicians must be created and added to the raw resources possessed by a de-
veloping nation. A broad base of expert technical knowledge will give that nation a com-
petitive advantage over others involved in the same enterprise. In Vietnam, where more than
80% of the people are dependent direcily or indirectly on agricultural development, signi-
ficant strides have been made towards building a strong agrarian nation.

Miracle Rice

During the 1968-69 growing season some 35,000
Vietnamese farmers were introduced to the new
high-yielding rice varieties, IR-8 and IR-5. The goal
to plant 44,000 hectares with the improved varieties
was reached. The average yield per hectare (about
2.5 acres) was more than five metric tons compared
to the national average yield of 2 MT per hectare
for local varieties. The net production increase for
the year was 132,000 MT of unmilled rice (paddy).

The 1969-70 crop year planting goal for the im-
proved varieties is 200,000 hectares which will result
in a net production increase of some 600,000 MT
of paddy rice.

The accelerated rice production program was de-
veloped cooperatively by the Ministry of Land Re-
form, Agriculture and Fishery Development and
USAID, with assistance by MACV/CORDS at the
field Jevel. The stated goal of the program is to re-
turn Vietnam to a position of self-sufficiency in rice
production by the end of 1970, principally through
the introduction and widespread growing of the im-
proved rice varieties. A goal of 500,000 hectares has
been set for crop year 1970-71.

An extensive training and information program
has been established and continued in support of the
rice planting objectives. Portable farmer education
units on rice production techniques are widely used.
The National Rice Production Training Center at
Hiep Hoa Island, Bien Hoa Province, continues to
provide two-week intensive rice production training
sessions for rice technicians and extension workers -
from all provinces. The program expanded in 1969
to include long term training to develop Vietnamese
technicians capable of conducting adaptive research

IR 8/5
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Feed processing facilities are becoming an in-
creasingly important factor in the accelerated protein
production program. Swine and poultry producers
are learning that balanced rations are necessary for
top production and private businessmen have found
the feed industry a good investment. In 1968, four
mills were producing 3,500 MT of formulated feeds
per month. Sixteen commercial mills are now in
operation with a capacity of over 12,000 MT per
month, but they are producing at a 7,000 MT level
due to feed grain shortages, which the livestock feed
grains programs discussed in the previous section
are intended to relieve. In addition to these com-
mercial mills there are numerous small mills on
private farmns and two medium-sized 40 MT mills in
Vietnam. At least 10 small mills are now under con-
struction and will be in operation during 1970.

Livestock losses caused by disease have long been
significantly high and still are too high but rapid
progress is being made to overcome this. A year ago
there was a serious shortage of vaccines produced
by the National Institute of Bacteriology. In 1969,
however, vaccine production surpassed demand and
a 10-million-dose reserve has been established.

Agriculture Support

Production inputs, particularly those required for
IR-8 rice, were available in 1969 in substantially
larger quantities and at more numerous and con-
venient retail outlets than in any recent year.

Fertilizer sales and sales of BHC insecticide, a
new product introduced in 1968 for improved con-
trol of rice insects, have doubled in 1969. Farmers’
chronic complaints of shortages have been largely
silenced by the substantial improvement in the avail-
ability of supplies and competitive prices.

These changes have resulted in large part from
the aggressive efforts of private traders who have
replaced government agencies as importers and dis-
tributors of these commodities, the last of which—
pesticides—was turned over to the private sector by
the Ministry of Land Reform, Agriculture and Fish-
ery Development in 1969.

USAID has encouraged and assisted the GVN in
effecting these changes and has financed the increase
in imports resulting from the new policies to assure
that supply meets demand. The GVN in tum has
maintained economic policies which enable the com-
mercial trade to realize reasonable but attractive
profits as an incentive to stimulate distribution of
these commodities extensively throughout the rural
areas.

Second-generation production support inputs such
as tillage, irrigation, harvesting, threshing and drying
equipment are available, though not in quantities
and in locations adequate to meet demands. A great
advance was made during the third quarter of the
year, however, when farm equipment importers es-
tablished large farm machinery repair service and
sales promotion centers in Can Tho and Da Nang.
All machinery dealers must import not less than
10% of their allotment of foreign exchange in spare
parts and participate in educational and sales serv-
ice programs as a qualifiication for future import
approvals.

The increased domestic market for agricultural
inputs has had a positive effect on industrial devel-
opment. Granulated insecticide materials for use on
rice were first introduced in 1968 as part of the new
technology associated with the IR-8 program. None
of the seven msecticide formulators then operating
in the country produced granular preparations. In
1969, two new companies were licensed to produce
granules and the plants are scheduled to be con-
structed and in operation in 1970.

Farm Organizatons

The three national farm organizations, the Cen-
tral Farmers Association, the National Federation
of Agricultural Cooperatives and the Tenant Farm-
ers Union, continued to be important segments of
the agri-business community. Combined, they im-
port and distribute one-third of all the fertilizer and
approximately 30% of the feed corn. This share of
the total sales in Vietnam was maintained in 1969
through a doubling of sales over the previous year.
These organizations additionally handle rototillers,
sprayers, marine engines, irrigation pumps, livestock
feeds, baby chicks and other products involved in
the new high-yielding agricultural technology.

The commercial operations of the farm organiza-
tions in 1969 were in sharp contrast to their opera-
tions in 1968 when they were deeply concerned with
the need to develop sufficient marketing experience
to even survive in the GVN-USAID created free
trade market. These organizations had previously
operated in either officially protected markets or
under favored price privileges and under such con-
ditions inevitably had developed some lethargy.
Their more aggressive efforts in 1969 resulted in an
increase in net profits of three to five times above
earnings in any previous years. The accomplishments
of the farm organizations have been achieved ex-
clusively by the Vietnamese.

15



Agricultural Credit

The agricultural credit program was characterized
in 1969 by increased reliance on the resources of
both the Vietnamese Government and the booming
agricultural economy. The Government of Vietnam
from its budget authorized a large increase in
capital to the Agricultural Development Bank (ADB)
of VN$3.5 billion during 1969 in contrast to total
authorizations of VN$382 million for the three years
1966 through 1968. The USAID capital contribu-
tions from counterpart funds authorized during the
same three-year period were V $1.35 billion.

The growth of the Vietnamese agricultural credit
system in 1969 was best demonstrated by the initia-
tion of a privately owned rural banking system. In
November 1969, three such banks were inaugurated
with a total locally subscribed capital of VN340.5
million. This capital was matched by preferred stock

purchased by the Rural Bank System Development
Fund, a fund established by the GVN and USAID
and managed by the ADB to foster the development
of these locally owned credit institutions. It has a
total authorized capital of VYN$300 million contri-
buted to on an equal basis from the national budget
and counterpart funds. The ADB goal is a rural
bank in every district within the next five years.

The national farm organizations are considering
the establishment of one or more central banks with
the goal of establishing branch banks in the major
commercial centers of the provinces in later years.

The ADB, however, remains the principal source
of credit for agriculture and fishery development.
Loans are available from ADB for financing com-
plete marketing operations.

ADPB’s progress from 1968 to 1969 is shown by
the following table: .

1968 1969
Production Joans to farmers
and fishermen (from GVN
and Counterpart Funds ) VN$ 455.7 mil. VN$ 1,224.3 mil.
Fertilizer Loans (Commercial ) 1,641.4 1,450.7
Other Loans 1,386.6 798.2

Total Loans
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VN$ 3,483. 7 mil.

VN$ 3,473.2 mil



The loan record reveals a three-fold increase in
use of funds for loans to farmers and fishermen and
a decrease in the other loan categories which pri-
marily are to larger farm operators and businessmen
who can post collateral security. Contributing to this
shift of increased unsecured loans issued to smaller
farm operators on the basis of personal character
qualification has been the increased confidence that
repayment is reasonably assured when the loans are
used for production inputs in the high-yield enter-
prises such as IR-8 and the protein programs.

Land Reform

The land reform program is now an integral part
of the GVN’s pacification effort. During 1969 more
farming land, purchased froin French landowners or
expropriated, was distributed than had been distri-
buted during the preceding seven years. By the end
of 1970, all remaining land in these categories should
be in the hands of the farmers who till it.

A new approach to the Montagnard land tenure
problem has been developed with USAID assistance.
The magnitude of the job makes impossible rapid
issuance of individual titles to all the land tradi-
tionally claimed by the Montagnards. However, they
will be issued communal titles to all the land in a
hamlet based on aerial photography. At the same
time plots will be distributed to individuals in se-
lected provinces in coordination with the hamlet
identification program. A GVN decree describing

the: procedures to be followed was issued in 1969
and thé method was successfully tested in a pilot
village in Tuyen Duc Province.

In 1969 President Nguyen Van Thieu sent to the
GVN National Assembly a proposal which, if
adopted and signed into law, would transfer, at gov-
ernment expense, all privately owned land from the
landlord to the actual cultivator. This Land-to-the-
Tiller Bill would do much to refute Viet Cong
charges that the GVN is dominated by landlords
and it would also return an estimated one million
hectares of land to the farmers who cultivate them.

To offset the inflationary effects of such a bill, if
passed, USAID has agreed to provide the GVN
with $10 million of imnports against the initial piaster

. payments the government would make to the land-

lords. In the FY 1970 AID request to the U.S. Con-
gress for economic assistance to Vietnam is an ad-
ditional $30 million for import support. This would
be used when justified by the amount of subsequent
piaster payments made to landlords under the terms
of the bill.

In anticipation of the bill’s passage USAID is as-
sisting the Ministry of Land Reforin, Agriculture
and Fishery Development in the preparation of im-
plementing regulations so that the program will not
be further delayed.

Successful implementation of all the foregoing land
reform programs would turn the desire for land

-ownership into broad-based rural support for the

present Government of the Republic of Vietnam.
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CHAPTER THREE

PUBLIC AFFAIRS

A developing nation must give special attention to the development of its administrative
capabilities if it is to govern justly and well. It must have laws and the machinery to enforce
and interpret them. For these and other reasons USAID is advising and aiding the Govern-
ment of Vietnam throughout the broad spectrum of public affairs.

Taxation and Customs

Total internal tax collections for CY 1969 are ex-
pected to be about VN$26.4 billion, which will repre-
sent a 37% increase over the VN$19.3 billion col-
lected in CY 1968. There has been an increase in
commercial activities that has had some impact on
tax collections. However, increased emphasis on im-
proved administration by the Directorate General
of Taxation, assisted by a USAID Tax Team, has
contributed significantly to the increase in revenue,
Joint GVN/USAID administrative improvement ef-
forts have centered on building a functional-type
organization, ihtroducing modern management tech-
niques and mechanizing accounting operations. Em-
phasis has been placed on introducing proven meth-
ods of munimizing tax evasion and reducing non-
compliance with the tax laws. These efforts have
been well received by GVN officials and have con-
tributed to better revenue accounting, more realistic
tax auditing, improved collection procedures, new
property appraisal techniques, and public informa-
tion activities.

Customs collections for the first nine months of
CY 1969 were VN$24.4 billion as compared with
VN$174 billion for the entire calendar year of 1968.
Total collections for CY 1969 are expected to exceed
VN$30 billion. This extraordinary increase is partial-
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ly attributable to an increase in the volume of im-
ports and increases in duty rates, but credit must
also be given to improvements in administration,
as well as in inspection and fraud repression.

The Customs and Tax Directorates continue to
place emphasis on traimng. Both directorates now
have strong training branches that are functioning
with a minimum of assistance. Over 1,400 Tax Di-
rectorate employees (70% of the entire staff) were
enrolled in one or more training courses during
1969. Some 450 Customs Officials (about 58% of its
Saigon-based staff) have participated in one or more
of the six training courses that have been offered
by that Directorate’s Traiming Branch.

Government Administration

The General Censorate was formally organized
during 1969 as the fourth branch of government.
With USAID assistance and advice, it is expected
to become an important element in improving fiscal
administration, including posi-andit and investiga-
tive functions. Activities of this organization should
bring about improvements in the quality of govern-
ment administration and enhance the  integrity of
government operations.

The Directorate General for Civil Service (DGCS)
made a start in improving its internal operation in
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the year also reflected a 140% increase, while opera-
tional and reconstruction costs were up only 37%.

The VNRS diversified its railway operations
through new enterprises making good use of its man-
power, equipment and facilities. These new ventures
included pickup and delivery service to and from
rail-heads, first destination delivery of cargo from
the Saigon Ports, either by rail or truck, and the
contract movement of heavy industrial machinery
and equipment. This diversification has proved to be
very successful, not only in better use of the rail-
ways potential, but also in providing a service that
is basic to a developing economy.

During the past year, significant progress was
made in the GVN’s capability to establish, maintain
and operate the nation’s airway facilities and sys-
tems which serve both civil and military air oper-
ators. While total air operations remained at ap-
proximately 1968 levels, a start was made 1n reduc-
ing the level of U.S. Government assistance to the
Directorates of Civil Aviation, Air Bases and Mete-
orology Operations.

The GVN draft policy initiated in 1968 which pro-
vided for critical civil aviation personnel to be re-
turned to their aviation positions following approx-
imately three months of military training has worked
well.

Easing of the manpower situation enabled the U.S,
assistance effort to concentrate more extensively on
the training of GVN personnel. Over 11,000 hours
of classroom instruction and 9,000 hours of on-the-
job training for 120 personnel in 18 technical spe-
cialties were completed. In addition, plans were
completed for 83 Vietnamese to take specially
awarded training in the U.S.

An American advisory team began its studies on
improving the operation and maintenance of Air
Vietnam’s domestic and international service. Sev-
eral recommendations have already been adopted
. resulting in better aircraft utilization, improved
schedules, and increased revenues. In 1969 Air Viet-
nam carried more passengers than the combined
total over the previous 10 years.

South Vietnam has over 5,000 kilometers of navi-
gable waters. Water transportation offers an efficient
and economical method for moving commodities
but it calls for continuous dredging to keep the
water-lanes and ports open. The discharge material
usuaily becomes a valuable asset for land fill or for
construction material.

Dredging, which is carried out by the Directorate
of Navigation (DON), continues to be hampered by

enemy action and general lack of security in isolated
areas.

Operations continued under a USAID-financed
contract with the Retired Servicemen’s Engineering
Agency (RSEA) of the Republic of China. The con-
tract was extended to June 30, 1970,

A RSEA dredge was sunk by enemy action in
April 1969. Upon recovery and rehabilitation it was
dehvered to DON as a donation from RSEA.

In spite of problems, the RSEA dredges met the
first-year-contract pumping and training quotas. The
resulting cost per cubic meter of dredging is about
half that of other similar operations in Vietnam.
Except for unavoidable lost time due to spare parts
shortages, favorable production and training rates
were maintained throughout the rest of 1969. Pro-
curement of dreging parts and supplies valued at
U.5.3750,000 began and will provide vital support
to the dredging program.

Provincial Public Services

USAID Engineering offices in the 4 regions of
Vietnam and in Saigon provide technical assistance
to the Ministries of the Government of Vietnam and
to the provinces. The engineer advisory stafl in the
regions also provide direct engineering assistance
to the pacification and development program. In
1969 the Regional Offices had under review for de-
sign and construction 260 different projects with a
combined equivalent dollar value of U.S.$20 million.

These projects included water systems, electrical

systems, irrigation works, hospital renovations, maj-
or schools, warehouses and small bridges.
_ Several villages, with technical assistance from
USAID, are now operating electrical power systems
thal were originally financed and are now main-
tained through the use of local village funds.

USAID regional engineers have also designed
high-voltage electrical distribution systems for vari-
ous provincial towns. These systems are being built
by Electricity of Vietnam (EOV). At Ca Mau EOQOV
hired a line crew which was trained on construction
of facilities for the An Giang Electric Cooperative.
Interest in self-help irrigation projects has been high
this year. During 1969 regional engineers in Can
Tho surveyed and designed new irrigation works in
three provinces. Construction work was performed
manually by farmers whose land is benefitted. Re-
quests for this type of technical assistance are in-
creasing from local villagers and provincial officials.
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CHAPTER SIX

MANPOWER

Ever since the inception of the USAID program in Vietnam a great deal of attention has
been given to the building of a strong labor force. The existence or creation of a sop-
histicated and skilled labor force is absolutely necessary for a developing nation to make it
competitive in the world community. Furthermore, a skilled labor force is one of the factors
measured to determine the relative strength of any nation. A broadly based pool of skilled
individuals must be considered and weighed as a national resource—just as are land mass,
population, mineral deposits, arable land, and social, political, cconomic and military strength.

Mobilization

The continuing buildup of the armed forces of the
Republic of Vietnam during 1969 created severe
manpower shortages in the Vietnamese economy,
which are only partially filled by the additional use
of women, plus the very old and young of both
sexes. The GVN and USAID began work on a plan
for the postwar reemployment of the hundreds of
thousands of workers whose existing war-affiliated
jobs will disappear with the coming of peace. A
preliminary exercise, announced in November 1969,
was that of finding and training Vietnamese replace-
ments for approximately 20,000 Third Country Na-
tionals now employed in Vietnam.

The GVN has attested to the value of the Partici-
pant Training Program by releasing from their of-
ficial duties over 400 participants during CY 1969,
as against 315 in 1968. Future empbhasis in this pro-
gram will be on applied technology in commercial,
industrial or engineering employment, as opposed to
traditional government employment.
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1969 was a very active year for USAID assistance
to formal education in Vietnam. The job of making
permanent repair and replacement of the education-
al facilities hard hit by the Viet Cong’s 1968 Tet and
spring offensives continue in 1969. Progress was
steady in terms of the number of pupils in school
(over 80% of the children of South Vietnam of ele-
mentary school age are now in school). An ad-
ditional 150,000 persons joined Student-Parent As-
sociations during 1969. In-service education for ele-
mentary school personnel reached a total of 11,640
persons at the end of 1969. Enrollments in second-
ary schools, higher education, and technical (includ-
ing agricultural) training courses climbed during
1969 to totals of 542,800, 41,000 and over 10,000,
respectively. The GVN affirmed its continuing faith
in popular education by increasing its 1969 budget
for elementary education by 42%, granting draft de-
ferments for teachers, assisting with school organi-
zation to minimize the formerly high failure rates,
and electing to take over funding of the 103,000
student adult education effort.
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USAID’s assistance to the Ministry of Labor
(MOL) was instrumental in the establishment in
1969 of the GVN’s Inter-Miaisterial Manpower Co-
ordinating Committee, The Vietnamese Confedera-
tion of Labor (CVT) carried out, with USAID and
contractor assistance, a vigorous program of trade-
union leadership training and establishing producer
coops and credit unions. CVT has trained about
2,000 instructors in fields such as refrigeration, auto
meclianics, electrical wiring, etc.

Participant Training

The participant training program, which is devel-
oping professional and technical talent for both the
public and private sectors, continues to make a long-
range but direct contribution. Four hundred Viet-
namese were sent for training in the United States
and/or free-world countries during 1969. Of these,
166 will receive one year or more of academic train-
ing; the balance were on observation and study
tours of a few weeks’ duration. In addition to these
new trainees, approximately 280 Vietnamese were in
U.S. schools on study programs extended from prior
years. As these students return, they bring to Viet-
nam skills and experience that become immediate
and valuable inputs into the country’s precious sup-
ply of manpower resources.

The majority of this year’s trainees were project-
oriented, following the pattern since the inception
of the program in 1951. That is, they were govem-
ment employees who already had experience in the
fields in which they would receive further training,
One-quarter of them were in the public health field,
reflecting a concentrated effort to qualify health per-
sonnel to replace the Americans who are now carry-
ing out many health functions. Seventy-four public
health participants were sent to the United States
for training of varied duration. Twenty-seven of
these are still there pursuing programs in public
health or medical and dental education.

Among those sent were 11 professors of dentistry
from the University of Saigon. After rctuming from
an observation tour that included the Schools of
Dentistry at St. Louis University and the University
of Minnesota, these department heads are now as-
sisting in a major move to modernize the Dental
School at the University of Saigon.

Another important health group consisted of 37
participants who attended a series of five-week com-
munity health and population control programs in
Taiwan. They have now returned to positions in the

Ministry of Health connected with family planning
clinics and rural health improvement. Thirty-six
nurses, midwives and sanitarians studied in Taiwan
or Korea and are now contributing their skills to
upgrading Vietnam’s public health services.

Among the advanced degree candidates to depart
for the U.S. during the year were six from the Na-
tional Institute of Administration (NIA). All are
expected to return from the U.S. within three years
with Ph.D. or M.S. degrees in development eco-
nomics or development administration.

The program to train Vietnamese for return to the
private sector was continued in March 1969 when 55
war orphans and wards of the nation departed for
university courses in the United States. The group in-
cluded high school graduates selected from through-
out Vietnam. In each case one or both parents had
lost their lives or become disabled in the war.

This General Scholarship Program is designed for
two purposes: to foster a move by the Vietnamese
away from their traditional preference for careers
in the civil service and learned professions; and to
begin in a small way {0 anticipate post-war needs
for technically trained personnel in the private sec-
tor. These students will return to Vietnam in four
years with professional training in engineering, in-
dustry and commerce. They will be free to accept
employment cither in private enterprise or with the
government. Should military mobilization still be in
effect, the GVN plans to grant draft deferment to
those in jobs vital to the national interest. In ad-
dition to a university education in practical subjects,
these Vietnamese will have gained knowledge of
Amcrican business methods and will have been ex-
posed to U.S. attitudes toward the importance of
private enterprise. This is the third group sent under
the General Scholarship Program which now has
227 participants in the U.S.

A umique program was implemented this summer
to help these young people gear their studies toward
the future, when they would be adapting their knowl-
edge to the Vietnamese situation. Fifty-two students
were teturned to Vietnam for 10 weeks for “re-
orientation” to their country. A major gain from
this work experience was an awareness of the im-
portance of business and management training in
conjunction with technical skills.

USAID/GVN officials are now in the process of
selecting another group of Wards of the Nation who
will be sent to the United States in March 1970.
The successful summer employment program will
also be cohtinued.
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Chieu Hoi

The Chieu Hoi Program was established in 1963
to encourage the enemy to desert the insurgency and
raily to the GVN. A major objective of the program
is the reorientation of the political thinking of the
ralliers and their reintegration into the social, pol-
itical and economic life of the nation. There has
been marked and increasing success in the effort;
from 1963 to November I, 1969, over 132,500 re-
turnees have been registered, including over 27,000
in 1967, 18,000 in 1968 and in 1969 over 45,000.

The Chieu Hoi Program is of kcy importance to
both military and pacification objectives. It reduces
the VC fighting force and produces quantities of
tactical and strategic intelligence which is very costly
to an enemy whose activities often require that his
logistical support be placed ahead of his forces. In
addition, it denies the VC and NVA the support of
the population while increasing the popular support
and the manpower pool for the GVN. Nearly 5,000
former VC have joined the Armed Propaganda
Teams which assist in psychological operations
mounted against their former comrades. Another
activity in which these individuals are also usefuily
employed is the Kit Carson Scouts Program, where
ralliers serve the U.S. and other Free World forces
by locating enemy bases and arms caches,

U.S. participation in the Chieu Hoi Program is
advisory in nature and is now being reduced in size.
The CORDS Chieu Hoi Directorate is cutting its
advisory staffl by 10% in 1969 and USAID com-
modity assistance was reduced by one-third from
$660,000 in FY 1969 to $440,000 in FY 1970. Train-
ing courses have been established for Vietnamese
Chieu Hoi Cadre at Vung Tau to prepare them to re-
place CORDS advisors.

Public Safety -

The CORDS Public Safety Directorate provides
advisory and financial support for the three major
offices within the Ministry of the Interior: the Direc-
torate General of National Police, the Combined
Telecommunications Directorate and the Directorate
of Corrections. In general the objectives of the
CORDS effort are to increase the effectiveness of the
National Police, to support the security requirements
of police communications and to provide other civil
authorities with rapid means of communication, and
finally to increase the country’s security and to pro-
mote social justice by improving and expanding cor-
rectional centers,
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President Nguyen Van Thieu stated in 1969 that
he foresaw the National Police as the prime peace-
time instrument in defense against the VC, in the
maintenance of law and order, and in expanding the
presence of the GVN throughout Vietnam. The gen-
eral objectives listed above have been implemented
consistent with the President’s priority assignment.

1969 reflected a rapidly growing sense of responsi-
bility at all levels of the National Police to the com-
munity and to the pacification goal of assigning 50%
of all available National Police in the provinces, ex-
clusive of the National Police Field Force and Ma-
rine Police, to district level and below, thus giving
the village chiefs much needed police support. To
date 44% have been so deployed. The NPFF, form-
erly stationed in the provinces in company strength,
are being divided into platoons and reassigned to
most districts. '

Another very serious problem being attacked di-
rectly by the National Police is the sale of narcotics.
After high-level discussions, a narcotics squad was
formed in each of the provinces to uncover the
growers, sellers and users of the biggest narcotic
cash crop—marihuana. Thirty-four provinces have
organized narcotics units and have destroyed a larpe
number of marihuana fields.

The National Police are also investing more time
and effort in cwvilian service—traffic enforcement,
crime, etc. Both investments are currently paying
large dividends. The National Police logistics system
was completely taken over by the Vietnamcsc this
year and is now working efficiently. Overall, the Na-
tional Police made progress in all phases of its pro-
grams and is assuming larger areas of responsibility.

Village Self-Development

The 1969 Village Self-Development Program was
a radical departure from the previous Self-Help pro-
grams. While it retained the self-help-concept, it was
directed at the village level rather than at the hamlet
level, and was designed to reflect the true needs and
aspirations of the people rather than the ideas of
provincial and district planners. For the first time,
exclusive approval of one project is placed solely in
the hands of the village council.

Because the program departed significantly from
normal Vietnamese administrative procedures, there
was a considerable period of training and trial and
error at all levels of government. However, at year’s
end over 20,000 projects were approved and either
completed or in progress.
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The major benefits of the new program have been
greater participation and control by the GVN, in-
creased village autonomy. less centralization, in-
creased attention to popular aspirations and greater
response by the central government to those aspira-
tions.

Saigon Civil Assistance Group

The city of Saigon with over two million inhabit-
ants represents more than 10% of the total popula-
tion of Vietnam but also a politically and econom-
ically important segment of the nation. In order to
help the metropolitan administration, the Saigon
Civil Assistance Group of CORDS was established.
Its advisory program covers the whole range of
CORDS activities.

During 1969, the ARVN Capital Military District
assumed the responsibility for the security of the
bridges and the perimeter of the city. The security
of Saigon is also being strengthened by the increased
numbers of Popular Self-Defense Forces; there are

now some 266,000 members. An intensified recruit-
ment campaign started during the last half of the
year should raise the total to 281,000 by early 1970.

In general, the self-help programs are all under
the direction and control of the Vietnamese govern-
ment, with the work being performed by city em-
ployees and Vietnamese volunteer labor. Funding
of the projects, which included such things as street
paving, sewer drains, public health, office buildings,
bridges, etc., required VN$47,100,123 with some 39%
of the total contributed by the people desiring the
unprovements.

In the area of public administration, increasing
responsibility is being assumed by the Vietnamese
officials in the streamlining of the city’s organiza-
tional structure, the revision of fiscal procedure, the
expansion of in-service training, and the mechaniz-
ing of fiscal data processing, Definite progress is be-
ing made 1 the development of a new concept of
responsible municipal government among the Viet-
namese officials.
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CHAPTER EIGHT

POSTWAR PLANNING

Most active in the area of post-war planning thus far has been the US/Vietnamese Joint
Development Group, which in May, 1969 presented its 600-page report, The Post-HWar De-
velopment of the Republic of Vietmam: Policies and Programs, to Presidents Nixon and Thieu. This
planning strategy document calls for a 2 to 3 year reconstruction period followed by a 7
to 8 year development period, at the end of which time, Vietnam should have achieved a
balanced foreign trade and be free of the need for concessionary foreign aid. The report em-
phasizes the favorable factors in Vietnam’s economic situation, such as large new war-con-
nected investments in infrastructure facilities and the acquisition of new skills by the labor
force, which partly compensate for the damage done by war. It sets a growth target of a 50%
increase in the GNP for a 10-year period (4% per annum in the recovery period and 5% per an-
num in the development period) and examines the specific resource applications and institu-
tional changes needed to achieve this goal. The total cost of reconstruction and development
assistance is put at about $5 billion, half of which would be in foreign exchange.
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To carry on the work of development planning, Pres-
ident Nguyen Van Thieu has appointed a Special As-
sistant for National Planning to his personal staff.

Following the recommendations put forth in the
Development Group report, a series of project studics
were begun in 1969 which include: (1) a comprehen-
sive study of the resources, problems and development
prospects of the country’s five northern provinces; (2)
an agricultural land capability study, covering all of
Vietnam and with special attention to the five north-
ern provinces and the Delta; (3) a study of the coun-
try’s export potential, covering both production capa-
bilities and market potentials; (4) a study on the na-
ture and extent of possible future unemployment; (5)
an examination of the Vietnamese tax system, aimed
at specific recommendations for increased flexibility
and greater responsiveness to price and income
changes; and (6) follow-up studies on the already ex-
tensive report analysis of Mekong Delta development
prospects.

Several other significant projects are under way
under USAID or joint U.S./Vietnamese direction. A
combined United States/Vietnamese Communications
and Electronics Staff Committee is actively pursuing
the objective of a single integrated telecommunica-
tions system. The various civil and military Vietnam-
ese agencies with operational communications re-
sponsibilities have established a permanent secretariat
to prepare for Vietnamese administration of such a
system. Finally, a team of Vietnamese transportation
economists has been established to work with Amer-
ican experts in order to determine the most economic
manner in which to develop highways, railroads, water
transport, and air transport and to set priorities among
these modes.

The current level of private industrial investment
is inadequate and a much higher level will be required
during the next 5 to 10 years to reconstruct the in-
dustrial sector, help solve the country’s balance of
payments problem and produce levels of postwar ac-
tivity which help a rapidly growing labor force. In
1969, a primary goal of USAID activities was to help
the GVN and the private sector in planning for post-
war industrial development.
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PROJECT PROGRAM DOLLARS )
FY 1969
(IN MILLIONS )

ENGINEERING
211 - 3%

LOGISTICS
4176 - U%

INDUSTRY $05
LABOR s 1.1
MISCELL ANEQUS $04

PUBLIC SAFETY

NAT'L INFORMATION 420
4196 - 12%

SERVICE

PROGRAM
SUPPORT
$214 -B%

ST
o * £
\\ -t
5
RURAL DEVELOPMENT & SECURITY 328 -2%

SAIGON CIVIL ASSISTANCE $ +.7 - I%—, ‘1
REFUGEES & SOCIAL WELFARE $71-5% -

TOTAL : $158.6
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LOGISTICS $¢76 - 4%

INDUSTRY $06
LABOR $1e
MISCELLANEOQUS $0 9

NAT'L INFORMATICN $2.4

SERVICE

PROJECT PROGRAM DOLLARS
FY 1970
{IN MILLIONS )

PUBLIC ADMINISTRATION 3.5 - 2%
 — EDUCATION $67 - 4%

AGRICULTURE 548 -~ 3%

PROGRAM
SUPPCRT

SAIGON AREA ACTION PROGRAM §07 — t9% — | I
REFUGEES & SOCIAL WELFARE 3105 — 6%

TOTAL : $168.2

FY 1970 : Congressional preseniation figures; subject to chonge during legisietive procass .,
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