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1. RefereDc": MACV 11831 Dl'G 2~6.1220l April 68, Subject: Provincial Econc.ic 
Restrictions OJ). - . 

"" .. 
2. PSA's replies to IIl'/ request for information on execuf"{em of GVH CirClllar 
137 of 4 April 1968 indicate very little has bel!!n accomplished in -iri8,;~;i:_' :-. 
econ_ic restrictions. Replies make clear that iDstructions prOlllllpted by 
Circular 137 were interpreted by proviDce chiefs as applying .. inly to trans­
portation of commodities, and not to all forma of restrictions on commerce and 
trade. In several proviDces advisors were told that econ_ic res triction. --.!-

were non-existent. In others, some token gesture toward. e1mplification of 
control. .- .uch a. decentraliEing admini.tration to Diatrict Chiefs -- was 
all that wa. accompli.hed. 

3. Econo.ic re.triction. atand in the way of one of our ... Jor pac:l.fic~~._: 
progra .. -- economic revival of the coontl"jBide. l1\e:l.r coats in time and _, 
raise price. to consumer., .tifling demand and production aDd reducing incoaea 
in rural area.. Licenae., quota. and permte 11mit the vol_ of trade UIOD8 
regions of the country, depre.aing pri~e. of locallY'produced goods and ..xing 
imported goodl Icarce and expenBive. Adminiatration of control$ provides the 
opportunity for ,raft and corruption, favori tis. and IIIODOpC l,;~ 11 thh' runa 
counter to obSaotive. the US and GVH are jointly purluing. na~ly, stimu­
lating production, raisina the real incoae of producera, and eliainatina 
corruption. 

4. My ailll b to get GVH to aboliah selected control., removd of which would 
yield a high payoff to the econOllY. To do thi., I need a •• i.taDce of advi.ora 
in collecting data that clearly de.anatratea the counterproductive nature of 
econ_ic raUrictiooa. Jlowever, reaponee. to WI earlhr cable indicate 
advi.ora are 8enerall, unaware of the character of theae re.trictiona, their 
ad.inlatration, and effacta. ror thia reason, I'. incloaiaa a description of 
each of the controla .. 're taqetiD8, toaethar with the info~tion I'd liu 
PSA'a to pt.'CMI'f..6I GO auch cOlltrola in a apectal _.t~ report to be aubllltta4 
0Il'-·1 Aupat. 
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. MlCJOlR 3 July 1968 
SUBJECT: Provincial Economic Reatrictiona 

5. The report viII conaiat of a narrative ~nd atatiatical section on each 
control that is aisnificant for the province •. In the narrative portion, discu.s 
functioninS of the controla and their impact on the economy of the province. 
Are they counterproductive or not? In what vays1 Include examples of exceaaiv. 
red tape, inordinate delaya· in procelaing applicationa, exceellve fees due to 
graft or corruption, falaification of documen~e. exceeeive reeource control 
cbeclta, collulion, favoritism, lIOUopoly,. or reatricted competition. caeea of 
unemployment, bulineas ehutdown, vide marginl between buying and eellins 
pricee, popular discontent, or econOlDic lOIS ate .. ins in whole or in part fra. 
existence of control •• houla also be cited. If controle aerve leSitiMate pur­
posee, auch aa tas collection aDd .ecurity, do their benefit. outweigh the 
coate? CUee ...... ure of tax benefit the a.aunt of revenue collected verana 
the nu.ber of civil .ervant. e~loyed in collection.) Statietical queetione 
are included in the incloaure. 

6. Beporu Control S.,.,ol for this report ie RCS MlCJ01R (01)-3-68. Up-date 
information on economic reetrlctiona .hould be included in montbly Province 
Report •• 

7. I'd like IEPCOIIDS to give this satter their pereanal attention. Hake aure 
PSA's correctly identify the main, Significant reatrictiona, and .ubait fulea.e 
reporte. I'd like your c_nU eDd ,ulleationa on the problem, _thod of 
epproedl, aDd otber reatrictiona tbat ought to be targeted. 

R. W. Komer 
Deputy to cotIUSMACV for 
Civil Operationa aDd BD Support 
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ICEY ECafOKIC IIESTRICTIONS 

1. Rice Controls. 

The main rice controls are the export quota system, the export permit requirement, 
and restriction of purchase to merchants licenaed within the province. 

The Province Chief is vested, by regulation. dating back at least to 1955, with 
the power to authorize shipments of rice out of the province. In perforaing thia 
function Province Chiefs rely upon a calculation of probable paddy production, 
usually produced by the provincial econa.iea service, from which deductiona are 

.""' made for consumption, non-buutPuses, and local stoeka. The remainder is the 
provincial export quota. 

The estimate of paddy production is usually based on traditional estimates for '\ 
rice acreage and yield. Moreover, the population data used in computing con­
sumption is often different from the com.only accepted estimate. The resulting 
export quota is almost always lower than the one produced on the baSis of s-.ple 
cuttings and a sample census of production by the Hinistry of Agriculture's 
Economics and Statistics Service. 

Export permits are issued to merchants for .hipment of rice outSide the prOVince, 
within the limits of the rice export quota. Despite the fact that export quotas 
have a dovrward bias, they are most frequently not _t -- the .U111 of .hipments 
covered by export peraits is less than the quota. 

Provincial officials' and established rice merchants frequently claim that quot .. 
can be exceeded should more paddy turn out to be available and _rchants be 
deSirous of .hipping it. However, as a point of fact, quota. are iDfr2quently 
exceeded. They tend to serve a. a ceiling for .hipments. 

Issuing of export permits is connected to the tax system for rice •. It appear. 
that in .ome provinces the paddy tranBformation tax is collected mainly on -­
and pos.ibly only on -- exported rice. 

In practice export permits are issued only to merchants licenaed within the 
province. This tends to give established merchant. a monopolistic or aemi­
monopolistic position. Hot having to meet outside competition they can pay 
farmers a lower price for their rice and pocket the extra profit. They can 
share such profits with corrupt official. who.e administration of the licenaing 
system gives them their monopoly po.ition. , 
In at least some province. rice merchants have a voice ~n setting export quotas. 
They may alao get toaether to .hare out the quota, divide the market, I)r fix 
prices. Their poeition 18 protected by lieenaina ugulatiODll which restrict 
"free entry" into the rice trade -- that 18, the ability of anyone to go into 
bu.ine •• for htuelf Without bayina to pay an exhorbitant amount for the 
priyllep. 
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· Statistical Data Desired {To Extent Available)for provinces with significant rice 
exporh. 

a. Provineial export quota last year and this year. (Give rice figuree in 
milled rice equivalent; 100 kiloe of paddy equal. 60 kilo. of milled rice.) 

b. US advi.or's e.timate of amount available for export la.t year and this 
year. 

c. Amount of rice for which export perait. i.aued last yeer and this year 
to date. 

d. Number of civil .ervant.·engaged in admlniatering rice controla, 
including collection of related taxes and fee ••. How much collected laet year! 

e. Number of licen.ed rice merehante in provinee. Number of "biS" rice 
merchants (biaDe •• defined by .ales volume. ahare of market, as.et.) and 
appr~LBate ahare of market (percentage of total .alea) they aecount for. 

f. CUrrent, peak and average price farmer received for paddy to date during 
this crop year and at .... time la.t year. 

g. Any data available on legal or illegal fees paid for licenaea or permit •• 

2. Provincial !!port Controls. 

Certain iteme may not be imported into a prOVince without written authorization 
by a number of subordinate official., endor.ed finally by the Provinee Chief 
(who aometlmes delegate. thiB authority to the Deputy Province Chief or EConOMic 
Service Chief). Re-.ale i. Similarly controlled by requirement for the buyer 
to obtain a license or permit. Among .uch items are water pump., ga.oline 
engine., and generator •• 

Selling price of controlled item. is increa.ed both by the legal paperwork 
required and by the illegal exaction. made pos.ible. Sale. volume i. al.o 
reduced by the red tape. A high-co.t, low-volume economy is the oppoaite of 
that deBired for wide.pread improvement in living standard •• 

PSA's ahould .trongly urae removal of water pumps, gaaoline engines, motor., and 
generatora from the list of controlled itema. The same applies to agricultural 
implement. and inputs. 

Liata of controlled itema should be reviewed periodically and the Province 
Chief urged to remove controls on items important to economic development and 
improvement of living standards. This goal is fOltered by reducing the co~t 
of good. to buyera and permitting aa large a volume of aales aa buyer •. demand. 

The argument that control. are needed to keep certain gooda out of the handS of 
the VC is not usually valid. In point of fact, controb .eldom deny the ite .. 
to the VC. In.ome case. -- such aa explosives -- it can be argued that the 
task of obtaining the aoods ahould not be made eaaier for the VC. Even here, 
effectiyenea. of controla in creattns difficultiea for the VC auat be weighed 
asainat coate 1IIpo8ad om the ec_ic liyeUhood and. atandard of liviaa of 
the people, 
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VC refer to tile popul.r "pir.tion to own • w.ter pump, ._iq IIIIchine .nd tun­
.i.tor r.dio •• the "three IIIIchine." revolution. The,. sener.U,. oppOlle purchale 
.nd ilrport of then .. chine. -- •• well •• other c-.:litiee -- into their con­
trolled .re... Fo.terlll8 c_rce in .uch Sood. let. the VC bear the oau. of 
t-poIiq control. which run counter to the pee •• nt'. intere.ts .nd desire •• 

St.ti.tic.l Dat. Desired (To Extent Av.il.ble). 

•• List of controlled ite ... 

b. HIlMer of ci ... ll servantl eq.sed in .dalnllterlq iaport controll. 

c. For two or tbre. it ... 11gn1f1cant to the provinci.l .conOllY give: 

(1) Coat to .. rch.nt of permit to laport the itelllll. Give legal fee 
.nd •• tt.at. il1.g.l f •••• 

(2) Coat to bu,.er of permit to purch •• e the ite... Give l.gal fee .nd 
•• tt.ate illeg.l fee •• 

(3) Total co.t to bu,..r ( •• lling price plus feea). 

(4) To wh.t extent is tr.de in the it_ carried on without obtaining 
the required permit? 

3. Provincial Export Controls. 

Man,. provinces require exit perait. for fish, chicken., ducks, duck .gg., 
duck fe.thers, ,.It, .nd other commoditie.. ~ien Hoa requires. permit for 
.xport of copra .nd coconut oil. Other provinces r •• trict ahipment of 
buffalo -- onl,. .nt.ala 10 years old or .ore II1II,. be export.d. Th. perait 
requi_nt II1II,. be link.d to a quota S,.atUl which lilll1t. tbe total _nt that 
may be leg.lly shipped fro. the province during the y •• r. 

Such control. h.ve the eff.ct of dividiq the country into provinci.l econoaic 
unita, narrowiq the .. rket .nd If.ait1q productioa .od tr.d.. Controls .. ,. 
keep pric., low .t b_ but the,. ke.p inc_. low .lao, wh.re .. upended produc­
tion for • national market would rain proviacial iac_ and I1ving aund.rd •• 

Statistic.l Dat. De.ired (To Exteat A .... il.bl.) for Provinc.s in ¥bich Export • 
• re Sil!iflcant. 

•• Li.t of controlled ite ... 

b. R\UIIIer of cbU .enantl ellSAled in adalni.ter11l& export controla. 

a. Pw two or three aigDUicaat. exportl ah.: 
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(1) A.ount produced last year, quota if one was establisbed, and ..aunt 
• actually exported leat year. 

(2) Cost of obtainina an export perait. Give amount of legal and/or 
Ulegal feee. 

(3) II com.erce in these itea8 It.ited to llcensed _rebants? If so, 
what is total cost of liceDle? 

(4) To ¥bat ... ;tent 18 trade in tbe ite .. carriecl on without obtalnins 
the requlred permit? 

4. Hoa Controls. 

These controls cons 1st of tbe bog health certificate, exlt permit (endorsed 
for entry lnto the Salgon slaughterhouse), and slaughterhoule bill of sale. 

The hog health certificate 18 i88ued by the Animal Hulbandry Servic.. It is 
a meaningle •• require_nt as .. st hog' are shipped for slaughter, and slaughter 
i. the be.t form of dilea.e prevention. According to modern practice, the 
certificate .ight legitlmately be required to prevent 'pread of di.ea.e to other 
region. where anlmall are .ent to be rai.ed. But linee lIIO.t hog. are .hipped 
for slaughter, aDd are leldom in.pected vi.uelly, the certificate .erve. no 
uaeful purpole. 

Hog merchant., who have to be duly liceDied to engage in that trade, au.t 
aecure an ezit perait for each shipaent of hogs. Thil il 1n addition to the 
health certificate. 

The merchant muat obtain from the Saigon 11aughterhaule a bill of la1e which 
must be prelented to province officilll the nezt time he appliel for an exit 
permit. 

Statiltical Data Delired (To latent Available) for Province I with Significant 
!!oJ EXpOrts. 

a. Fee (legal and/or illegal) for health certificate. hog .. rebant liceDle, 
and exit perait. 

b. Nuaber of civil lervantl engaged in adainilterina hog control •• 

c. Any data on price of hog. in province and price at Saigon .laughterhou.e. 

d. Elti .. te of extent to which trade ia Clrried op out. ide lo,al (caatrollecl) 
cllannell. 

S. Official Pricel. 

Each province ha a prOVincial price c~ttee which .. eU _thly to let the 
official price for a wide ranso of lte.l. 
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1£ the government ha. sufficient control over supply. it can maintain the offi­
cial price by selling to buyera at that price. The price of rice ia maintain~ 
'1n this way. 

In most cases the government does not have control over aupply. The reaction 
to a rising price i. frequently to impoae an official price ceiling. Thia accOM­
pliahe. little, serving only to produce a black market and eDlure continued 
acarcity of the co..odity. If the price vere all_d to ri.e, producers would 
reapond by increaaing .upply. 

Statiatical Data Desired (To Extent Available). 

a. Liat of coa.oditie. for which official pricea are set. 

b. Indicate two or three c~itiea of s1gnificance to the ecollOllY of 
the region which are traded to a aignificant extent on the black market. Give 
official price and black market price. 

c. Evaluate whether official prices aerve any uaeful purpo.e and whether 
or not .~hey can be uaefully eliminated. 

d. Number of civil aervanta engaged in .etting official pricea (including 
re.earch, promulgation, enforce .. nt, etc.). 

6. Foreatry Controls. 

The Foreatry aervice adminiatera a syatem of cutting permita and royaltiea to 
be paid by loggers for cutting different grade. of timber. Legal and illegal 
fe .... aoclated with these controls -- and exacted by the VC alao -- have done 
much to increaae the coat of log.. Regulation of log .hipment, together with 
autborization of military and paramilitary forcea to inapect soveaent permit., 
also increasea the cost. 

CUtting permits are associated with a quota .ystem deaigned to equalize with­
drawal from and repleniab.ent of tbe foreat. Such a ayatem ia baaed on an 
erroneoua concept of foreat _nagement. Experts do not conalder removal of 
one or two mUlion cubic .. ten a year (the amount expected to be cut if there 
vere no quota) exceaaive for an underdevelo~ country with 12 million hectare. 
of forest. Inatead, the contribution of the foreat to economic development 
through a larger, lesa expeDlive aupply of lumber for construction and indua­
try, should eventually pemit GVlf to devote increaaed revenue. to reforeata­
Uon and _nagement. 

Statististical Data Desired (To Extent Available) for Provincea in which Lumber 
ia a Silnificant Industry. 

a. ~r of a_U1I in province ud DUlllber operating. 

b. IIwIber of operating ._Ul. not operating to capaCity. lIea.ona for 
not operating to capacity. 
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c. 1.O&8ing quota lut year and _nt cut • 

d. What are the leael (and illeael) fe .. for a cutting pemit? 

•• What are the. 1 ... 1 and 111a .. 1 f ... fore 1 .. or lU11ber ...... nt 
pemitt 
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