Mr. Arthur H. Pursell
Cooperative Specialist
Office of Private Rasources
Dept. of State, AID
Washington, 3.C. 20523

Dear Art:

was very pleased to receive your letter of June 27 letting me lmow of Mr.
Mahie's return to Vietnam, Some members of my staff have worked with hip in
the past and are pleased to have the op;ortunity again,

¥e are very Interested in cooperatives and feel that they could filil a
slgnificant roll in rural development., So far they have generally been a tig
d;sappoint.mmt. Almost every coor Iis having difficulties and this includies
some that have been in operation for more than ten yecars, OSeveral reasons for
their troubles are evident. The general disruptions caused by this prolonged conf-
lizt have been a continuing problem of p-or security, manpower conscription, and
inflation just to name a few, erhaps the most serious shortcomings are the
absence of trained competent management and a shortage of adequate operating
capital, The coops can never seem to -et any funds ahead, They borrow

from ADE but without gcod managemsnt the funds are not used properly and
repayment on time can not be made with the results that ADB will not approve
furth r loans so the coops are in debt with nowhere w0 get needed funds at an
acceptatle int rest rate. Llocal politics enters the picture as do markoting
problems and o' ;osition from special interest merchamtgroups. The full idea
of wor ing in a cooperative effort on a sustalned basis is not yet a natural
part of the local peoples method of doing things. All these elements combine
to put and keep the coops on the verge of c¢ol spse and in this condition they

certainly can not fill the function ror which intended.
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ADZ has a —onumental tae: to perform and under difficult circumstan -es

tut it doesn't seenm to te addrecains the main effort to vhere it is needed

the most and that is the poor small farmer and fishermen, Ihey are trying

tc worv in too many activities at once with a limited staff snd adminisirative
capability, we hear continually that the majority of the small farm-rs and
fishermen who nesad credit can not qualify,

The current moverient cf refugees bac- to thelr lLome villages will compound

the protlem of rural credit needs. The numbters of peocle to be returned cculd
well reach several hundred thousand if all goes as planned, These people

will te literally starting all over to reestablish liomes, farms and cocmmunities
and will nee! much assistance. The resettlement allowances are not sufiicient
to provide the required funds tut are only meant to help get a home start~d,

we don't foresee any simificant change in the ADE approach to rural credit,

or imsrovement in their abillity to administer an increased number of loans that
would be necessary to adequately finance the back to the village movement,

so then other sources of funds must be found.

Accurate measurements can not be made but indications are that there are
sizeable amounte of money in the provinces, It is a matter of making these
fupnde avallable in the right amounts and under acceptable repayment arrangements.
One of the brichtest prospects would be throush a cooperative—credit union
program, It will bs a difficult process but frankly I don't see any other
suitable alternative than to organizo the people to help themszelves through
cooverative efforts, The tusk 1s formidable but something mist be done and
prospects for zetting a successful pro ram underway look batter now than they
have at any time in the recent past., This proces: will be materially assisted

however by the Village Self Development program that is now uncerway.



-3 -
There i3 no doutt that the people are becomin: interested in a hicher standard
of living which can come :rom improved a riculture techniques and better use
of resources, Ome of the rost wideapread desires expressed hy the people
is to have electricity, One of the electric coops 1s in this rez;ion at CLalat.
Progress has been slow and they have experienced many crganizational and manasement
problems., Wwe are monitoring theilr activity through our ~ngineer ilvision and
will be asaisting as much as possible. This project points ocut the many
difficulties involved in getting a good cooperative organized and functioning
even when it has the enthusiastic support of the peorle., You are quite correct
in emphasizing the need for communications with the local farmers and management
training as being two areas needing special a2ttention, Both of these are
essential elements of s succescful vrogram and the lac  of both have been kay
factors in the serious difficulties that most cooperatives have experienced,
The whole area of coop-retives has not been recelving =uch emphasis from either
the U.%. or GVN for some time, The <Vi Directorate of Cooperatives was recently
transferred from the “inistry of rnconomy to the Ministry ¢f lLand ieform and
Agriculture. It had been relatively dormant for some time tefore the shift.
The director has ‘ecn drafted and very little has heen harrenin,. On the ,S5.
side we share an advisor with ifegion I tut there 1s: simply too much territory
to cover and too many cocps that need help so the coveraz;es has been very inadequate
and preogress slow. It is encouraging now to see si-ns of new Interest and activity
In the development of cooperatives and rural creodit unions,
As et we do not know what the full impact will be of the GVN directlve to merge
ell rural orranizations Iinto one effort, This vo:ld include the GVN sponsored
and contr:iled farners assoclations alons with the cooperatives which are

supposed to ‘e private -roups, Whether such a forced Joinin- will have
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detrimental or beneficial effects will have to be demonstrated bty time,

We have been in contact with !ir, Mable and have indicated to him our interest in
cooperatives and our willingness to work closely with him and the GVN Direttorate

of Cooperatives to see if we can helr tring improvement to the rural areas. We

are in the process of reviewing our regional agriculture advisory effort to make
better use of our limited personnel resources. You can be sure that we will support
to the Miilest extent all efforts tc improve conditions for the people in the

rural areas,

Your expression of concern for both safety and success are aprreciated, I will

be pleased to contribute whatever possible in the way of useful information

concerning my experlences over here upon my next visit to ‘ashington.
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