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MEMORANDUM FOR: CHIEF OF STAFF, I FIELD FORCE VIETNAM

SUBJECTs Cost of Living in Kontum

1. The subject of the high cost of living in Kontum was raised re-
cently by General Peers, This evidently was prompted by a hriefing
General Abrams received on / September fram Colonel Lien, GO of the
24th STZ. ¥e had been alerted by Colonel Whalen, PSA Kontum that
Colonel lien had stated to General Abrams that the cost of living in
Kontum had become prohibitive to his soldiers,

2. Each province may feel that it has its owvn unique set of circum-
stances and that a special solution can be found, These problems are
not isolated in Kontum but are evident throughout the country and they
generally cannot be solved by looking at one province on an 1solated
btasis,

3. There aren't any fully satisfying solutions that appear possible
within the next smeveral months but there are some things that could be
done now to bring at least a small measure of improvement,

a} The ARVN commissary system has a sales outlet in Kontum, It
could expand its overall operation to zssure an adequate variety and
amount of fcod available for purchase. A share of the coming pork
imports could be designated for shipment and sale in Kontum, This
might lead to some resentment by the local civilian population and to
black market activities by the soldiers but it would bring some relief
to the local market. To be effective the supply would have to be on a
repotitive basis to assure more than momentary relief of the shortage,

b) Substitution of other items of food with the most ldgical being
fish, OSuch things as beans are a good protein substitute and although
not as satisfying as a plece of pork, certainly satisfactory from a
nutritional standpoint., As long as some key items af food are in short
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supply a&nd expensive, the consumer will have to select substitute items,
This is most 1lilkely belng done as a matter of necesalty by most of the
families but perhaps it would be easier to accept if they knew the
reasons and this then could be a task for the ARVN veraion of the U.S.
Army Troop Information Program.

c) Adjust the allowances of the soldier to make up for the differ-
ences in the cost of living between locatioms. This would not improve
the market supply situation tut would put the soldier in a better
financial position to -et a share of the available supply.

4Le A high coat of living 1s not a pleasant thing to cope with and
especially for a soldier on a fixed szlary but inflation and rising prices
have been and will continue to be something that will have to be lived
with and adjusted to. The area of economic stability is a complex one and
cortainly a key morale factor and an important element influencing the
peoples confidence in the GVN. Inflation, shortage of supplies and rising
prices are problems for which there are no easy solutions, When consider=-
ing all the factors invodved, the rise in the cost of living has been
quite moderate and the economy remarkably stable., Of course, to the indi-
vidual any time his income does not keep pace with the rise in prices then
it becomes a serious personal matter and he has little interest in the big
pleture,

5. Several factors combine to complicate th: situation for Kontum. The
location of the province involves & measure of isolaticn with longer dis-
tances from supply points with the extra transportation riske and costs,
The nature of the provimee amd its people heighten the problem, It is a
relatively undeveloped area with a population majorlty of Montagnards

most of whom are not able or inclined to aggressively see} develomment or
to produce beyond their own basic subsistence, The influx of U.S. Forces
bas put more ncney into the economy creating nore demand for higher quality
foods,

6. The basic problem is supply. There simply aren't enough pigs and
chickens to satisfy the demand. There is a genersal shortage of pork and
chicken throughout most of the country except the Delta but now Indica-
tions are that the Saijon market has drawn the surplus from the Delta to
include pigs marketed ahead of normal market size and even breeding stock
so the whole country may soon feel the ashorta-e, Expanaion of the pig
and chicken supply faces several limiting factors. Breeding stock is not
available in sufficlient numbers and the cost is very high, Groweras with
enocugh capltal to expand are few in number while credit with acceptable
terms 1s difficult or impoasible to arrange for the vast majority of the
farmers who under #ifferent circumstances would like to raise pigs or
chickens, There is a shortage of animal feed and then the ever present
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threat of disease that can quickly decimate a herd or flock. So the
prospect of any significant expansion of the supply from local effort
is very slim,

7. Under normal circumstances a large demand and short supply in one
arca would attract a flow of goods from areas with a surplus, Unfor-
tunately there isn't any source the merchants can turn to for more so
the supply remains inadequate and prices rise. Some 2000 tons of pork
are to be imported into Vietnam during the next two months and very
likely more will be imported before Tet. This will be fromen pork so
the distribution and sale will be determined by the capacity to properly
keep it from spoiling, This pork is s commercial import for sale on the
regular civillan markete and is basically destined for the Saigon area.
Forty to eighty thousand chicks are to be imported each week and dis-
trituted throughout the country but it will be some time before any one
are feels the result,

8. Looking at the problam on a longer range basis, the most otvious
ansver is to expand production of the products and in those areas where
expansion can be accomplished under the existing security conditionms,
An area of intended :riority for 1968 for GVN agricultural efforts with
UySe assistance was the expansion of protein production, however the
Tet offenaive dealt a damaging blow to the animal side of this progranm,
Most of the pork and chicken growers that operated on a scale of sig-
nificant commercial proportion were concentrated near the provingial
capitals, Lossez at Fhan Thiet, Dmlat, BanmeThuot, Pleiku and Kontum
were heavy and recovery has been slow. OUne example was the provincial
animal husbandry service in Jarlac, Prior to Tet they had an important
trecding and distribution program for pigs, Their stock was a total
logs and has not been replaced so they have been out of business since,
Serious thought will be given to making a thorough review of the whole
area of agriculture production to see what can be done that is within
our capabllity to do now and then to plan for the increase in production
that must te achieved,

9. In addition to agriculture and animal production, fresh water fish
p-nds are a great potential supplier of protein., This is a program that
bas never even closely approached its real potential and yet is within
the capability of the people and GVN to achieve and support. This is
the type activity that fits in nicely as a civie action or self help
project,

10. One positive area is that of ocean fishing, There has ben an in-
crease in amounts caught as the curfew has been relaxed and as additional
areas along the coast have been recpsned for lighing after belng closed
for a long period of time. Motorization of ore fishing boats and wider
distribution of better nets continues to improve the ability of the
fishermen to cet out farther and catch more fish but it is a slow process
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and the shortage of credit fro the average fishermen is a major
hindrance to a more rapid improvement in the fishing industry. The
demand for fish has been high especially with pork and chicken prices
rising. Phan Thiet, wvhich is a major fishing port, frequently exper-
iences a shortage of fish on the local market, not because of a small
catch but because the Saigon and highland markets drav most of the
Phan Thiet catch,

1l. It would appear that Col Lien, Commander of the 24th STZ, had
either been misinformed about a steady rise in prices or had reached

a point where he had heard so much for such a long time from so many
that he chose to make a point of it without first seeling accurate datsa.
The true facts could easlly lLecome asked by the emotions involved in
discussing something as sensitive In nature as the cost of living, The
August survey shows a substantial decline in prices for beef, fish,
chicken and milk, While other items held at levela where they had been
for several -onths, I am not contending that the overall cost of living
isn't high but wvhat linited data that is available doesn't bear out that
Kontum has any more problems than many other places, wuang Duc and

Phu Bon have higher prices followed closely by Pleiku, The surprising
thin,; is that prices have not risen much higher, When considering the
factors involved, a much greater rise in prices could have happened and
s5ti1]l have been within -cceptable bounds,

12, There are certainly no magic or easy ansvers and of all the possible
solutions, none can be done immediately and all will involve time, energy,
resources, planning, cooperatidn and coordimation. In the meantime, the
populace should be prepared to face a continuation of price an: supply
problems,

WILLARD E, CHAMEERS

Ass't Deputy for CORDS

CeCa BG Jc H. Pdmes, DASA II COl'pB
COL Thos. F. Whalen, PSA, Kontum



