The m of thia region ﬁas never bsen quick to change, It |
has been doing wry' inll since it began the late recowry from Tet 1968,
Prices have been fairly atableAror several months, main roads have
besn open most of the time and goods have been mOving betwesn the country-
side and the 61.1{10;. There h.a‘n been very healthy signs by the business=
men of more willingness to invest in langer range type of investment -
nev bualnuu;md ‘ox'pcn;ion and improvement of axisting businesses.

Prices are genarally on the rise again with a few excepticns sush
as pork, chisken afui fish .uhi.chraflcctl increased production, This
incrau;s in bricoa for a typical Vietnameses family market baskst show
from k to 21% ﬁighel; f:ric. since Jamuary 1969 with t he exception ef
Binh Dinh and Cam Ranh, There is more monsy ¢irculating and as the
¥illage Self Diivilqmant program gets underway, there will be several
hundred million more plasters 1in circulatiom. There will not be a
corresponding inorease in tax collection at least not within the next
fow n‘ibntba; until the ﬁllngo governments are functioning bettar and as
the new tax éoliio‘tiﬂo'n incentive 1aJ put into practice at the village
level, ‘s the ;atnm of the Tefugees to thair hose villages and the
resetflement in plme continuel, this adds more money and creates an
incressed oonl\mr demnd for all the goods it takes to get scotiled ed
to put land back into cult.int.ion.

Commercial cement 1s in short supply and is expected toremsn
that way, The tentative arrivals at Qui Nhon and Nha Trang for the
rest of this ydar are ebout 50,000 tons, obvicusly far short of require=



ments. Prios controls on cemsnt and on other items are attempted but
are insffective, so prices will remain high not only for cedent but
for all other building materials as well,

The effect from the TH-8 rice expansion will not be felt fow some
months yet but then 1t will mean more farmer incoms, increased
requiremsnts for milling capacity, transportation, storage facilitiss
and bags plas more bran will be availabls for animal feed.

A whale range of side effects will ocour and esch a stimulus,
Rloe imports will decrwase as local production goes up, This will
nodify port operation and the diatribution system,

Credit for the small farmer and Asherman will remain inadequate,
This will 4nkibit the rural develoyment and will ba felt by the refugee
vho retums to eclain land previously abamxioned, He will nesd many
things to get the land back into production but will not haw the
necessary eash t o make the rscovery as quickly and thoroughly es he
might if adéquats oredit weres avallable,

Punds for buaimess and amall industry investment will have to .
come from local sources, The Industrial [evelopment Center is not
golng to seck or respond to requests from the provinces though they
had previoualy indicated they would,

Land reform will not be of significant proportions this year

in this region to cause any effeft on the economy,



Labor oosts are going op, The recent raise in pgy to some of the
OVH offici.1s is being followed In other areas by demands for more paye
A recent exsmle has been the port workers at ¥ha Trang who want more
money for unloading shipa, Thair recent demands were for a 100%
{ncreang per ton for unloading rice, Along with this is rising coste
of warshousing mnd tramsportation, The railroad i{s not operating to
the extent that 1t can ¢omnete with the truckers and forcethem to
rednces charges, It would hawe to s opened from Saigon on a continued
basis to agcomplieh this,

Knowing that the forces affecting the economy are not all
mechanical but human as well and tharefore imbusd with an eloment of
unpredictability = the big question mark now 1s what will bte the efrect
of the U.3, forcss reduction and talks of a possible coslition
gowenuent, Hany of the local people are worried about loss of jobs
and loss of business, If the reduction of U,S, forces reaches tha
numbers said poesible, this will hawe au effect in several of the
provinces in t\is region, The OVR, local economy end the people are
not prepared for any quick transition and certainly the economy
without the largd U,.S. influence will not bs able to maintain the
waze scale and overall volume of btusiness that is now in effect as a
result of the massive U,3, pressnce, I'm not saying this 1s bad
because at s ometimes the sconomy has tomturn to what would be a more
normal status instead of the abnormal position it 18 now in - but

the transition and adjustments will not be smooth and 1t will be a



minful process for many individuals directly involved, and could have
adverse effects on the political stability that will bd so important
in the months ahsad,

There will be little change in the economy during the naxt few
months, Prosperity will continue though the outlook for the consumer
will be one of rising costs, A8 the reduction of U.S. forces
continuss and as there 15 a clearsr indication of wiere the reductions
will occur, we can expect a corresponding decrease in business volume
but most of all will be the slow down brought about by those who control
the money as t hey take a more cautious approash tothe future outlook

of the econaxy,



