MEMORANDUM. | 3 /e

THE WHITE HOQUSE

WABHINGTON

~SEGRETTNODIS Friday, March 29, 1968

Mr. President:
Herewith a capsule version of Bunker's 45th weekly report:

A, General

-=- Thieu's March 21 speech was his best and briefest.

-- Mobilization proceeding well, but with some adverse effects on civic
and pacification activities from critically skilled persons being drafted.

-- Civil Defense training progresses, but is not yet well coordinated.

-- Proposed new law would increase tax revenue.

-~ Proposed legislation would give Ky statutdry duties.

-- Tran Van An and information function elevated to Ministry level,

-=- Thieu continues establish council personal advisers,

B, Military

-- US and GVN forces increase initiatives.
-- Enemy harasses Khe Sanh and highland cities and infiltrate at high
rate. Enemy may be redeploying to Cambodia and in highlands under

pressure from allied bombardments and sweeps.

DECLASSIFIED

-~ RVNAF aggressiveness increases -- evidenced by major actions
throughout Vietnam, Operation (Resolve to Win) continues.
-~ Thang energizes IV Corps with excellent results.

C. DPolitical

-- Don Front may be losing some support of Nationalfigures,

'~- The new Huong Force, announced March 47, may have some real rice
root support.

-- Ky wants Thieu publicly to designate his responsibilities and pro-
posed legislation may help.

-- Upper House continues detailed scrutiny of budget.

D, Pacification

-- Pacification programs revive slowly, but GVN isn't moving fast enough
-~ Key problem is defensive attitude not loss of assets.

-- Losses have been'considerable, but less than first feared.

-- Thieu and Ky show personal interest,

E. Project Recovery

-- Brightest news is that Tet refugees have dropped to 392, 000 and con-
tinue to decline, '
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-~ Roads and waterways are gradually reopening, but Route 4 traffic is
50% of pre-Tet level and rice flows are down. The key, we push in GVN
circles, is economic revival,

F. KEconomic

-- The Retail Price Index is now at pre-Tet level, but this stability
results from sluggish business conditions,

-- GVN is considering measures to improve Delta rice situation af-
fected by Tet Offensive,

-- The Saigon Port congestion problem should be resolved by the end
of the month,

W. W. R.
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FOR THE PRESIDENT FROM BUNKER (Saigon 23308}

Herewith my forty-fifth weekly message:

A, General

On March 21, in a wide ranging-speech,.the-best:and:briefestiieiiasimade since
taking office, Thieu outlined what is being done and what his plans are for mobiliza
tion, recovery, administrative reform, civil defense, revolutionary development,
the attack on corruption, and austerity, He warned that the people would have to
face many ordeals in all areas, asked them to accept greater sacrifices, and
ended with a plea for greater efforts, for courage, and perseverance.

=MObilizatisn 1§ beig pushed Last Tuesday, Thieu met with Vice President Ky,
Minister of Defense General Vy, and Chief of the Joint General Staff, General Cao
Van Vien to discuss the rate of call up of draftees, training, and the character and
disposition of units. Thirty-eight thousand men in the 19-year age group have
received draft cards; 40,000 in the 18-year group will be called up during May and
June, WNearly 12000 reservists have rejoined the armed forces, and 8, 000 will
be called up in the next phase. In-thelasttwo.and-one-hali-months;:48,.500,men,

J . . o . . L T e T i
nezrly half-of fheri Voluntsersy-have-joined the arred:forces, a-number greater

~than-insany similariperivd7#Phe military training of civil servants and students is
being accelerated.
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it is not yet well enough coordinated. Thieu has asked Vice President Ky to take
charge of the program and to come up with a comprehensive plan for the whole
country. It is important that this should be carried out carefully and in an orderly
and systematic way to avoid the reappearance of any private armies such as exd ste
in prior years. #A:good;beginpingriszbeisgTimmaderin-first-arming civikisexvants.
Veterans should provide another good civil defense pool.

Civilt-defenseitraining-ig alzo proceadiig and has made substantial progress though

In its haste to increase the armed forces by at least 135,000, the Government of
Vietnam has not-givenrenough attenticirto prétectingiimportantXivieTand pacificatic
~activitiésn I have raised this problem several times with both Thieu and Prime
Minister Loc, furnishing the latter a list of 3, 000 essential government jobs whose
incumbents should not be drafted unless qualified replacement is available. While
the situation relative to the central government in Saigon has been handled fairly
well, there is danger that the provincial services and the economy may be serious
affected unless preventive measures are promptly taken., For example, refugee
mobile teams are being decimated by the draft just at the time when the refugee lo.

is the greatest; the only anesthesiologist at the Dalat hospital has been drafted,
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effectively cancelling the hospital's surgical capability. We are, therefore,
working on a longer list covering the provincial organizations. The Government of
Vietnam has not yet provided clear instructions or adequate machinery to insure
that essential civilian government and public services continue to function effect-
ively. Since the contest in Vietnam is not only a contest between military forces,
but also between the Government of Vietnam and Viet Cong organizations, is is
essential that the Government administrative structure be not weakened. I have
suggested to Thieu and Ky that the mobilization directorate be placed either under

the Presidency or the Prime Minister's office so that the interests of all the
Ministries can be coordinated,

Thieu has also moved on the civilian front:

1. In addition to the e1ght new provmce chxefs, whose appomtment I mentxoned
the provinces of Go Cong, Klen Hoa, th Binh, and Phong Dmh all in the Fourth
Corps area. He has informed me that he expects to replace the province chiefs in
Bien Hoa and Gia Dinh in the Third Corps and to make further appointments when
the course for province and district chiefs is completed in April.

2. Thleu ‘has also submitted to the Assembly draft laws s c.overmg “establishment”
pf the I.nspectorate, _the Supreme Court .the Special Court, the Magistrite Councily

and a stat_ugg for pol1t1ca1 parties’, Yesterday he submitted draft laws covering the
orgaﬂf;a—.fl'on'gnd operation of the Economic and Social Welfare Council the Cultura
and Education Council, and the Ethnic Minority Council, T‘r‘e\ Vice President will
preside ovér these councils. It is anticipated that these draft laws w111 be debated

and put to a vote in the Lower House in early April. This is a welcome developmer
for it will'give Ky definite- respons1b111t1es ‘which he has’ h1thert0 1agked;

3. Toprovideincreased Yevenie; Thisu told e last Tuesday that ha Rill send :
draft_law to.the Assembly froposing & surtak for "reconstiiction and solidarity's+
vgll:uch he a:‘f.f‘ff},ﬁi!&'ed would bring in“about. 3.billien” Ppiastérsi:i0On March 30, he plans
to issue an Executive Order inc reasing taxes on luxury items and importing goods,
expected to bring in about 4 billion piasters in additional revenue. As a first step,
he plans to raise the tax on petroleum products from ¢ t5713 piastersspearTlitér. He
estimates that this will bring in an additional 2 billion on piasters. In one or two mont
he plans to increase the t2-"to 17 piasters: Smce petroleum products are so widely
used in the economy and “affect all principal means of transportation, Thieu has
decided on a two-step increase in order to avoid too sudden and drastic an impact.
In connection with these tax measures, Thieu made a special plea to me to have our
authorities work closely with his t&5 prévent supplies from” American:sources getting
Jdatotillegal chiannels of trade_,_,J He made the point that obvmusly non-taxable gasolin
and PX supphes would become more attractive.

4. Information was ¥aised to Ministerialilevel-and -Tran.Vah An appolited -Minis’
of InfSimationi on Maich-22.-Thieu hopes that An will develop a more effective and
imaginative program both at home and abroad. This.is badly needed, for informa-
tion has been one of the weakest elements in the Government of Vietnam structure
An has talked to us about estabhshmg joint U..S../ Government

| ) %c 0P Y - Lyndon Bain
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committee and we shall follow up with him on this. He wants to have ¢loser worki
relationships with all the Ministries and to work out some joint arrangement with
the Army of the Republic of Vietnam political warfare section. He also hopes to
develop a more realistic '""political warfare' campaign against the enemy with more
adroit use of TV and radio. We shall lend all the assistance we can for, in my

opinion, Government of Vietnam psychological warfare has been a good deal less
effective than the enemy's.

5. Thigtihas'made progress.toward the agtablishrhent of hid colmEiliof oo
political and spiritual advisors.. He informed me that so far, eighteen individuals
had agreed to serve, that he wants to talk to three or four others before making an
announcement which he hoped might be this week., Among those who have agreed
to serve are Phan Quang Dan and Ha Thuc Ky; he also hopes to have s#isfactory
Buddhist repregentation among them. Tran Van Huong has agreed to serve private
as an adviser, but does not wish to be officially listed as such. All had agreed tha
it would be best not to meet formally in a large group since frank and constructive
discussions could better be had in meetings with small selected groups, or individi

6. Announcenrent:has-beenmmadethdf R Adfministrative-retorm-council will ba-
set. up,m the. Premdent's office lunder the direct:teontrol6f’the Rrésident;<and will
be. _“_.Fffp_gmnsx_’rile ﬁiﬂr s_@pdxmg a.nd dec1d.ng_on administrativec¥efornrs..!v It will have
a committee on civil service reform which can be used as a vehicle for reviving
the proposed civil service general statute which was drafted in October, 1967, by
an ad hoc Government of Vietnam committee, and which has never been implement
A National Planning Council will also be set up "under the direct control of the
President, and will be responsible for studying and drawing up all national plans a:
well as the supervision and execution of these plans.*

7. Work is also underway on the establishment of A pradustion rehibilitation
‘fuﬂ_c] -and-&wax. risk-insurance.plan,-both-mentioned: “bytheiPrésident inhis<March®,

8 Pw-e e-.<:l’]"l,=I o7y

8. On eq_;;ypt_:.on;-—"?hmu said "I have considered it to be a shame for the whole
nation and emphasized his determination to wipe it out. He observed, " I will
not pass up any infraction, and in order to start in the right direction, I shall not
treat with indulgence any clearly established cases of corruption, especially the

EeiBudlainimnyiets

ments_hangg_gl_ggm‘_bm“he_;muxtw ~inc lndmg...the dehjh_pﬁnalty‘x.ecg‘nﬂy.émoum ed by

t Ll T et

hree cases.iis

.

According to the President's brother, Nguyen Van Kieu, Trgl}_wag._ﬁupn,_hasubeen

exReL: rsuaded to: séiveias head of the. hsnec"forate,”Past_,,Lalms_to,th' siéff éct have nol
&r&aterzahzedwhut if truey<thig'would bé.a most favorable, develaprienty: i3 Hybog he

T N

2. w1de reputa.tl.or;_ior..honesty‘and dedication tp.clean,ggvernment; ~»Thus Huong cou

—nre

add some much needed credibility to the government's anti~-corruption campaign.
His presence should go a long way to instill confidence that this time the governme
really means business. '(Huong recently told an Embassy officer that the only way

to handle those who divert relief funds and supphes is to ”shoot &
seemed to mean it,)
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B. Military

ST AT MATT PRI Cociatin - syeitoe ratam W My o A8
JU...S.-and Gozernnient {6rCes ‘increasingly took the ‘initiative-last week~whild The »

-:;-,61 of ememyactivitys deélin._ed:f_ although th eYe wereoa nuothricof. sizdable mctions
“During the last two days of last week, Khe Sanh was subjected to very heavy rocke
ing, but this has since slacked off. It seems probable that our very heavy bombing

has inflicted heavy casualties; 1,200 oi-the. en‘.g_m}_r.‘,:az;e,lqmwp.:lﬁi_]il_gﬁc};g_g;vgl}hisj may b

a_relatively small-proportion of the totel. Giugral Westmoreland believes itis™
onc civable.the enemy:may-have given.up.the idea of attacking:Khe Sanh and may b
withdrawing part of his forces to Cambodia and intending to redeploy in the centra.
highlands, In the southetn.threep rovinces-of the First"Corpsy-the enemy séers t
@:ﬂfs'i?}:ggpﬂi;fed; In the Second Corps, he has maintained a turcateningattitude,
Srowid fheicities of-KontmsrPleiku;:2and Ban:Ma Thudsbut activities have largely
been confined to harassment through mortaring and rocketing. Inthe Third
Corps, the Joint U.S. /Army of the Republic of Veitnam operation, Quyet Thang
(resolve to win), is-progressingswell, -with;sweeps beingicarried;out:during the,da
and ambushes at night. . H eawrﬁi?.iﬁ;h?:yﬂ;bﬁekﬁﬁiﬂictéafé"li'-:?tﬁ'é‘-‘énéi"ﬂy. The enen
Sosfinues to hang in around Saigon in Gia Dinh, Hau Nghia, and Hen Hoa provinces
In the Fourth Corps, offensive operations have been accelerated, activity last wee
being the highest on record. T.}l_g:memy:ﬁ“iﬁl'pﬁlted,ﬁa:sznqx:}::g;gm;d;,My;{I;_hq_ia.nd.
Can Tho-and: seems to be trying-to-avoid contach. On the other hand, hghas been:
a&t'vl'_aly‘ﬁtte.rp_‘.pting;_i;._g_.:g‘_i:g rupt traffice—Highway 4 is interdicted almost every night

a0 e = o il T it

but is back in operation during the day time,

The-enemy-apparently.is-infiltrating fromthe HOrR B E-very Righ Tave, With only
four to six weeks of good weather remaining in the Laos panhandle, he is trying
feverishly to replenish stocks. He is relying heavily on trucks, building cleverly
concealed motorable roads in remote areas from Cambodia into Tay Ninh and
Phuoc Long Provinces and from the tti-border area into Kontum Province.

The determination. of the Vietnamese.Armed :Forces to engage. therenemy and’tore

Riri from. positions-from-which he can thréaten military indtall ations“and ‘populatic

“Cefiters has become increasinily ividetit Hiroughoutthe monthiof-Ma feh

In the First Corps, since the battle of Hue, in which 4, 578 eremny were killed
(2, 623 by the Army of the Republic of Vietnam), there have been three significant
Army of the Republic of Vietnam engagements,

1. In Quang Tri Province, the First Army of the Republic of Vietnam Regime:
operation resulted in 208 enemy killed in action, 18 detainees, 49 individual and
16 crew-~served weapons captured. Army of the Republic of Vietnam losses were
rA 8 killed in action and 35 wounded in action.

3 2, In Quang Tri Province, in a Second Army of the Republic of Vietnam
“iRegiment operation, 155 of the enemy were killed in action, 19 individual and 6

R

ferew-served weapons captured. Army of the Republic of Vietnam were 14 killed

vA, . . . . s . .
‘sin action, 63 wounded in action, and one missing in action.
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3. In Quang Tri Province, in a.nother1',Sec;.o’nd_._,érrgy_pwf_”g;g?ﬁ‘
'.‘?.E\Legiment operation, the enemy loss '__,,Wct!‘e:()fﬂﬁ?f':kiltqddhn
w2 LR ..l'sf*;'. e '-p Sy ) ;‘;;.

4 ~rGBORETTR




individual and 24 crew-served weapons captured. Army of the Repubhc of Vietnam
losses were 45 killed in action and 185 wounded in action.

» In the Second Corps, the Army of the Republic of Vietnam had three significant

7] contacts:
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1. In Darlac Province, in an operation by:!the 45th Army of the Republic of
. Vietnam Regiment, 160 enemy were killed, 52 individual and one crew-served wea

captured. Army of the Republic of Vietnam sustained 16 killed in action and 16
wounded in action,

2, In Binh Dinh Province, in two engagements in which the Regional and
Popular Forces participated, the enemy lost 298 killed in action, 24 individual and

16 crew-served weapons; yet the Regional and Popular Forces losses were one
killed in action and 8 wounded in action.

In the Third Corps, the combined campaign, Quyet Thang (resolved to win), began
on March 11 with elements of the U. S, First, Ninth, and 25th Infantry Divisions

in coordination with the 5th and 25th Army of the Republic of Vietnam Divisions anc
Vietnamese Airborne, Marines, and Ranger Task Forces. The operation, designe

to clear the capital military district and surrounding areas, is progressing with
significant results. As examples:

1. In Hau Nghia Province, a combined reconnaissance in force by elements of
the 49th Army of the Republic of Vietnam Regiment and 11th U, S. Armored Caval:
against an estitnated enemy battalion, resulted in 142 enemy killed in action, 6
individual and 2 crew-served weapons captured, friendly losses were 8 killed in
action {one U, S.) and 21 wounded in action {five U. S.).

2. In Hau Nghia Province, in the early hours of March 25, a combined force of

“ the 34th Army of the Republic of Vietnam Ranger Battalion and elements of the 4th

sy

Battalion, 23rd Infantry {U. S.) engaged an estimated 300 enemy while reinforcing

d a popular forces outpost under attack. U, S. tanks, artillery, gunships, and

v
T

tactical air also participated. Enemy losses now stand at 243 killed in action, 24
“4 individual and 15 crew-served weapons captured. Friendly losses are 32 killed in
‘1action (10 U, S.), 103 wounded in action (71 U. S.), two mlssmg in action (Army
.‘ of the Republic of Vietnam), and three trucks dest royed.

Y4 3. Curnulative casualties through midnight March 25 are: enemy (by Army of
i'gthe Republic of Vietnam) 845 killed in action, 44 detainess, two returnees, 225
tlindividual and 47 crew-served weapons captured; by U. S.: 879 killed in action, 2!
iidetainees, 268 individual and 68 crew-served weapons captured. Friendly (Army
of the Republic of Vietnam: 89 killed in action, 231 wounded in action; U. S.: 63
;jkilled in action, 538 wounded in action; 407 evacuated).

1. Operation Truong Cong Dinh campaign commenced on May
d Second Brigades, 9th U, 5. Infant/y’Dnnsmn and Army of t v
jetnam 7th, 9th, and 21st Divisions{ @ i 39&¥ .
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energized by the new corps Commander, General Thang, have achieved excellent
results. Campaign cumulative casualties through midnight March 25 are: enemy
{(by Army of the RepuHic of Vietnam): 502 killed in action, 377 detainees, 157
individual weapons and 16 crew-served weapons captured; by U. S.: 198 killed in
action, 141 detainees, 23 individual and five crew-served weapons captured.

2. Another significant engagement occurred in the Fourth Corps in An Kuyen
Province at Ca Mau on the morning of March 5 when an estimated reinforced enemy
4’ battalion attacked the city and airfield. Popular Forces and 32nd Army of the
Republic of Vietnam Regiment troops attacked with artillery, gunships, and tactica:
air  support. After an eight-hour engagement, the enemy was driven from the
S battle area leaving 282 dead, 49 individual and 21 crew-~served weapons and two

TN v ————y . -
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radios captured. Friendly losses were 11 killed in action and 47 wounded in action
(2 U. s.)
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C. Political

wPoliticil srganizations -y Organizing activity continued this week for two major new
political groups, Tran Van Don's Peoples Front for National Salvation and
Nguyen Van Huong's Free Democratic Force. Don held a press conference
March 22 to announce the composition of the Front's high steering committee and
report on his organizing trips to the provinces. Huong's force was publicly launch:
March 27 with a two-day National Congress for Delegates from all over the country
(It is not clear whether Tran Van An is still going ahead with his plans for another
front organization now that he has been named as Minister of Information..)

While Don has suffered no public defections, it is becoming increasingly clear that
some of the national political figures who originally took part in his front are now 1
cooling off on it, The question of the continued participation of men such as

Tran Van Huong, Phan Khac Suu, and Ha Thuc Ky was avoided at the March 22 pre:
conference by announcing that all members of the Front's temporary advisory !
board will now be members of the high steering committee., While Huong, for
example, has not objected to this continued use of his name, he has appeared only :
the first public meeting and he has subsequently let it be known privately that he
does not believe the Front is a useful device.

Don, meanwhile, has been making a number of trips to the provinces to set up =
provincial branches of his organization. It is not yet clear how much success he is |
having in this effort, though he himself admits that ideally, he should have begun
with this activity and then proceeded to the kind of national congress which he held |
on March 10, 5

There is a continuing impression that Don's organization is basically pro-Ky and !
Thieu himself seems still to take a rather dim view of the Don front, Ie recently :
told a mission officer that Don's front has no value for use as an instrument to

develop and organize public action and Don's concept is not practical for Vietnam
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at this time. Thieu said that the Don front will 2ttract no one of substance outside
of Don's entourage and his political allies.

Huong's force at its inception appears to be notably lacking in leaders of national
stature., His temporary Executive Committee, unveiled at the March 27 meeting,
includes several Senators and Deputies, but none of these have been prominent in
the Assembly. Huong himself is staying completely in the background, with a

. relatively unknown southern nationalist, Ngo Ung Tai, serving as the chairman

of the force executive committee. The force inaugural was attended by delegations
from 36 provinces, however, and Embassy officers observed that these delegation:
included a sprinkling of provincial councilors and village chiefs. It may be that,
despite the lack of national figures among the leaders of the force, Huong has in
fact prepared the ground for a national organization with some real support at the
rice roots level.

n-A-nwlmexuamt‘dtfferencewbetweﬁn the Don front-and the.Huong: forceiis the-facf that
the force accepts. members only as de1duals~ —Don's frout,onthe other.hand,.ai

4t 4
.-.-a.-..n-—

at. attx_-g;_ctmg_ already orga.nmed groups to. band. tognther inpiiraiitiof common goals
“For the immediate problem of mobilizing the nation against the present Communi st
threat, Don's approach has clear advantages. However, over the long haul, the
Huong method probably offers 2 better hope of constructing a closely-knit and

disciplined political organization,

Huong's concept is a party of cadre, organized in cells, and directed from the top.
He has clearly been much influenced by the example of the Lao Dong and Can Lao
parties, and the force can be expected to bear a strong resemblance to those orgar
izations if it is successful. Hopefully, there will be one vital difference, however
the force is being organized with the avowed purpose of seeking power through frec
elections, and its bylaws pledge adherence to the constitution.

E‘hesggn frontand fhe-Huong force are ot neces s4 rily inéom patiblé; thotigh mask™
ietnamese poht:.c:.ang _persistinsesing them:as rivalsi» Tran Van Don, in fact,
attended the pubhc inauguration of the force as a guest. He told an Embassy office
there that he hopes 2ll parties, including the force, can be induced to and together
for certain purposes under the banner of his front. This is very close to the idea
of Thieu's brother, Nguyen Van Kieu. Kieu told Calhoun on March 27 that he has
been consulting with Don, Huong, and Tan Van An about arrangements for linking
their organizations together, and he claimed that all had agreed to work out such a
understanding. We will be working to influence some such development so0 as to
maximize the unifying influence of these political groups in the face of the enemy.

Thiep-Kyrelations. pBui Diem has been talking, by his own account very frankly
indeed, with both Thieu and Ky on the absolute necessity for them to clcse ranks
publicly and work together for the good of the nation. Ihope that his efforts will
reinforce my own frequent attempts to impress this idea on both Thieu and Ky.
According to Bui Diem, Ky reiterated his feelings of loyzalty and personal obligatic
to you and his pledge that he will do nothing to upset the present situation. He alst

A e £ -r"v‘.‘r\ regtih
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reportedly told Bui Diem that he is willing to get rid of some of the more trouble-
some members of his staff, | if
Thieu wishes him to do so.

In recent conversations, Ky has seemed to focus on the need for Thieu to publicly
designate some area for him to work on. Thieu has told me and he has told Ky that
he wants Ky to manage the Civil Defense Program, and Ky has said he is willing to

" accept this responsibility. However, he also feels he must have a public mandate

from Thieu. I agree that he should and,ILmtend to take this up with Thieu as soon
as possible. '

Thieu's sending of draft legislation to the Assembly for the establishment of the
three adv1sory counc1ls should also help to a11ev1ate the problem. s -che E_J.eslden

occ.upy ]n:n m~§omethmg-'besxdes 111 demseu com.nenis o reporters.

Some of the recent friction between Thieu and Ky has no doubt been generated by
persistent reports that Ky's supporters were pushing for a constitutional amendment
which would allow Ky to become Prime Minister. General Loan seems to-have been
behind this particular maneuver, and perhaps as a result of some rather frank talks
between Komer and Ky about Loan, ‘TumnhgschbEenyent toithie Eirst Corpstotcpol

T_of MforaTtinig? As Loan was also the prime mover behind the effort to have the

Assembly declare war on North Vietnam, I hope that his absence will also tend to.
dampen that particular pro_]ect

MAssemhli developments."The Upper House has been circulating a petition to inter-
pellate the Pr1me Minister, Defense Minister Vy, and Interior Minister Vien on

‘'the government's performance during and since the Tet attacks. The petition alread

has the required number of signatures, and it is reasonably certain that the minister:
will be *invited'" to appear following passage of the budget.

According to some of the more moderate Senators, the Ministers can expect some
very vigorous questioning. According to Senator Dang Van Sung, the impetus behind
the interpellation effort is the "general feeling' that the government must make som
fairly extensive changes in the Cabinet to restore public confidence. While some
Senators no doubt sincerely believe this, others are probably motivated by more per

 sonal considerations, We will do what we can to moderate this development.

The Upper House is now nearing the end of its consideration of the budget. It has
taken a much more careful look at the government's plans than did the Lower House,
and has made a number of economies. The Senators reportedly have been told by
the Minister of Finance that there will be a supplemental budget request from the
government within about three months. The Senate, therefore, is taking a very harc
look at budget items such as new automobiles or new personnel, while at the same
time taking the position that they will 2pprove any funds really needed for essential

 operations, Thus, they have cut the budgets of the Ministries of Health, Social
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Welfare, and Education, but.expect to vote more money for all three Ministrizs

when they get the supplemental request to meet the extrzordinary demands put on
those Ministries by the Tet attacks.

Among other cuts were reductions in the funds alloted for the offices of the govern
ment delegates, the Senate taking the position that these offices are not provided
for in the constitution, and they only add to "administrative frictions.! The Senate
also took an action which some Senators have interpreted as a slap at Vice Presids
Ky. Noting that the Vice President has no power to sign decrees under the constitt
tion, they questioned his right to establish a separate office by decree. They then
voted to put the funds for the Vice Presidency under the same chapter of the budge
as the funds for the office of the Presidency.

Because of the numerous Senate changes in the Lower House version of the budget,
the bill will have to go back to the Lower House following passage by the Senate.
Compromising the House and Senate versions could take some time, but we are tol
by most sources that final passage will take place during the first week in April.

D, Pacification

‘he-pacification.program-is-continuing to reviye slowly,. although:the Gewvernment
ps P Y-

o£ Vletnams Aot yet moving fast encugh to win the race for the: ‘countrysidey, As I

<5 reported last week the Ley prqblem 1s less one of Ioss oi arsets, the,.great bulk
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gnents_back m{:o thosé hamlefs now 165t°0r contested
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‘Ihl}esef logsses-have been considerable;~but; less than’ m1t1a.11y'fe‘ared »For example,
our hamlet evﬂtfé.tmn system f1gures for end-February showra T pexcent decling b
o relatively BaCEreE popilation: {ABC-hamlets. plus the towns) £ rom the_enct.‘ ‘Jantarys

-.estma.te-ofv-GT ;percent? Abcvt-SOO ham,Le,ts-and -}o3-million-peopladropped from th
o "secure” category. ~~But 1t__1_,_s important to note thatmost:of these.dropped into the
;'c.ontested”_category. On}y 200.hamletsiand-280; 000 people dre estimated-tohave

revertedi:o Niet. Cong controLk-Moreover. we. belxeve re that these. l.osses..amof-end--

| it S
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Meanwhile, President Thieu has been given more guidance to the program, He
has moved to reassert Central Government authority over Province Chiefs by
cutting Corps Commanders out of all save the military chain of command. His
appointment of first eight and now four more Province Chiefs manifests Thieu's
desire to have more controlling influence. He also plans to shift the Revolutionary
Development Cadre directorate from under the Joint General Staff back to the
Revolutionary Development ministry, which may cause disruption and delay just
at the time when quick action is essential. - Komex.hasnrged-Thieun.to.delay.tlis
ghangs until Jatercin'the year.when pacifi ca.l:mn. is back onthe:track.

T e e i e

Ky also is active, visiting each Corps to manifest his approval of the modified
1968 Revolutionary Development plans and carry the word that pacification is
still a high priority program being given personal attention by top government
‘leaders.

Qut-of-595-Revolutionary Development teams 464 ( _J_:percent} rarermow back: in: the-.-.
tbamleus._..,Local,pe_cunEy foreeg hdvechad t37go" wam“them.ﬁ.whlch‘help_s_ achieve
Go vernment oLthna.n'La.ndﬁU‘.S.»airmofzree.sj;abhahmg .a_pxresence..,a

E. Project Recovery

'I\J}}_g_;g;:;ghfes'r!fewrﬁ”ﬂ’feﬂé' coveryfxontiisrcontinged-drop-off-in-Tet-evacnees,
indicating that people are gaining confidence in security and that resettlement
machinery is beginning to function. Between 13 and 25 March total of Tet
gefugees, declines. from:486.,-000 to 392,000 and arestiltdecliningsnlrESaigons
&}Dx:ﬂrmrefuoees ‘droppedifront1227°000.t0:99;:000: during the-same period,
We continue to stress in top Government of , Vietnam circles that recovery is
mush bigger than just repairing damage and helping evacuees. The key is
economical revival, which in turn depends critically on restoring roads and
waterways to the point where people are confident that they can travel as safely
as before Tet, Key roads are reopening, but traffic on them is only slowly
reviving because the psychological impact of the Tet offensive hasn't worn off and
the Viat Cong are practicing calculated harassement. In Third Corps, even though
major highways are open, .commercialitFaliic?i is-below Bl percentol Pra=Tet level:
Q_Or}:\_r_}__takRouta 41 the?'D'élta;-;trafhcr-ﬂmy is now Toughly S50 géreeat of pre=Tets
xeslevel:=On the two most important canals in the Delta, the Mang Thit and the

Cho Ga.gb_boa.t_,tr_a.f_f:.,c_‘ls 2Q.percenf,and 30 percent espectively, of prasTefvolume.

As:a-zesulty—the flow-of:rice-from. the,.De].]:a to.Saigon is \xay:.ﬁow? Because there
isn't enough storage space in n the countrysxae, Della. rice must be moved to
covered storage in Saigon before the rains start next month. Traffic out of
Saigon is way down too, causing critical shortages of petroleum, oil and
lubricants in many Delta provinces, slowing distribution of relief materials, and
forcing prices of commodities normally obtained from Saigon to rise to as much
as 100 percent above pre-Tet figures. We are doing our best to restore security

and confidence.




