CONFIDENTIAL
FEIT D-5/52

September 20, 1955

; VIET NAM

——ee .

ECONQMIC AND TECHWICAL COQPERATICON PROGRAMS

Country Directors Lelsnd A. Barrows \

Eoonomis EBackground

'

Viet Nam lacks the financlal resources required to meet the heavy
coats of maintaining its armed foroces, of resettling the large numbers
of refugees and displaced persons, and cf improving the rural sconomio
oonditions which are major causes of dissatisfaction and subject to Com-
mmist exploitation, Normal revenues are expected to provide during
1956 only about 30 percant of the expenditures needed for civilian and
military purposes; total exports are expected to cover only about 256
peroent of the imports required to maintain consuwmption snd offset infla-
tionary pressures generated by heavy military expenditures.

Government aotion to deal effectively with the critical economio
conditions of the preponderant farmer class has lagged due to its pre-
ocoupation with pressing political problems and general administrative
wesknesses. Inseourity and political instablility, shortage of competent
teochnicians and sdministrators, and inadequate oredit facilities hamper
oonstructivn development of all kinds. The Government's efforts to
ostablish its authority throughout the coumntry and to maintain peace and
order are handicapped by poor transportation and comrunication facilities,
lack aof trlinnd civil servants, and an ineffective police system.
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Major objectives of the U. 8. edonomio and technical ocooperation
programs in Viet Nam are tap , o

r

1. Prévide support in roorgnnizing;and’trniﬁing the national army.

‘4 2, Maintain internal econcmio stability.
T8 Integrate into the eoconcmy the two million or more refugees,
displaced persons, nnd_domobili:od soldiers.

4. Stringth.n the strusture and effeotiveness of the Goverrment,
10 make it more responsive to the needs of the people tnd thoroby
gain inoreasing popular support,
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Aid Levels (in millions of dollars)
i

. FY 1958 Unexpended

. FY 1865 Congressional Tentative Balance

; Obligations Requeast Aid level June 30, 1865
Defense Support 3203 23T.4 163.0 193.9
Military Foroes Bupport (234.8) o/  (13646) &/  (76.0) b/ (167.2)
Developmeut Projects o/  (29.7) (6%548) (48.0) (21.8)
Technical Cooperation - g/ 4.2 5.6 -

Total o/ 320.5 241.6 166,56 193 .9

For calender year {CY) 1965 and CY 19668 looal ourrency requirements,
respectively.

Partial allocation for Jan.-June 1356 requiremsnts.

o gl

Amounts shown are for fiscal year (FY) dollar and loocal ourrency
requirements. .

Integrated wfth DS development projeots above.

< e

Excludes following smounts (in millions) for Direot Forces Supports
CY.1955 (administered by ICA), 18,53 CY 1956 (administered by Defense)
~ Congregiional request, 18.4 and tentative aid level, 27.43 unexpended
balanoe (8/30/55), 18.6. .

Defense Buppc.srt' Progi*m

of ths ’520‘.5 million in the total FY 1956 prégram for Viet Nan,
$234,8 million was obligated for military forces support and $56.8 million
for the refuges prograa.’ The balance of the funds, or §29.7 million,
finsnoed activities designed to atrengthen the Government and economy of
Viet Nsm, with speoisl emphasis on publioc sdministration, trauspartation,
communioations, and agrioulturs. These activities inoclude: Michigan
State University contracts for police treining snd advisory servioces %o
the Institute of Publio Administration, and for other sssistance to im-
prove government operations; highway repair and the opening of feeder
roads to connect the oapital with outlying aress; improvemsnt and
expansion of the overnment information services; the development of
land reform measures and rural oredit faoilities; and irrigation and
drl.i.pllg.. .

 GONFIDRNTIAL | .
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Cf the total $320.3 million obligated for defense support purposes
in FY 1956, $296.3 million or over 90 peroent was utilized in ways (i.e,
saleable ocomodity imports or direot dollar transfers) which would pro=-
vide looal currency to meet internal costs (in millions) as follows:
$234.8 for military forces support, $39.0 for refugees, and $22,5 for
development projects, .

Current thinking with respect to the FY 1956 progrsa is that the
greater part of the aid funds will continue to be used to provide neces-
sary looal currency support to the armed forces, and to finance the '
lmportation of coemodities and equipment for essential olvilisn supply.
Exphasis in the refugee program will shift from evacuation md relief to
rehabilitatfon and resettlement, with attention focussed on aaking the
refugses self-supporting. Police training will be expanded and intensi-
fied, The main arterial highway connecting Saigon with the Northern
border will be rehabjlitated, Greater exphesis will be placed on land
reform and other activities in a rural progrsm.

Technical Cooperation Program

During FY 19656 technioal ococperation activities in Viet Nam wers no%
separately identifled, but technicisnas, contract Services, md participany
training were provided from defense suppors funds. Current thinking for
FY 1956 is that about 40 peroent of the technical cooperation funds will
be used for supplies and equipment, snother 25 peroent for contract
services, and the remainder for costs of U, 3. technicians ard trainses.
It 1s expected that emphasis will be placed om publioc agministration,
agriculture, transportasion; cosmunisations, eduoation, and health and
sanitation, «nd that the number of trainees in these fields will'be in-
oreased, X

’
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Other Beoonomic and Teohnioal Assistanoe o

French soonomic aid- to Viet Nam in oalendar year 1855 will totel
soms §9 nillion. United Nations technioal sssistance for 1955 will
smount to $100,000., Australis has given token amounts of esarth-moving
equipment, About & doren U.S. voluntary agencies have contributed supplies
snd personnsl to assizt with tHe refuges program, '
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PLANS FOR A COMPREHENSIVE RURAL PROGRAM

(A problem that may be raised by the TBM
and/or the Viet Nam Government)

The Problem

The problem is to increase politioal stability through Government
sotion to meet the farmerst! demands for security of land tenure, produc~
tion oredit, work animals, fertillzer, tools, and marketing faoilitles.
The Government'!s rural program is inadequate in socope, and ineffective
in reaching farmers., This is largely due to (a) failure of the Viet Nam
Government to appreciate the urgency of the need to improve the farmers!
conditions; (b) a lack of administrative organization, experience, end
trained personnel in the Govermment; (o) inadequate farmera'! organiza=-

tions at the village level; and (d) the Government's preoccupation with
other urgent problems,

Antiolpated Viet Nam Position

1., Until recently the Government of nsoessity has been preoccupied
with eatablishing seourity, care of northern refugees, and other pressing
problems, Neverthsless, a land reform program has been adopted which
inoludess (&) reduction of rents to & maxrimm of 15 to 25 percent of
najor orop, {b) written tenant-landlord contracts, (o) ocreation of tenant-
landlord coxmisaions st the village level to edminister the laws, and

(d) Government allotment of uncultivated land to refugees and other needy
POTBONRE .

2, The Govern=ent also haa given consideration tc & land purchase
wad redistribution programs 7There is some evidence, however, that the
landlerds will expect to be paid at least 25 percent of the purchase
price 12 casn, Since practically no buiget funds are availabls for land

parchase, the Gorercment may request the U, 8, to provide additional aid
Smde for this purpose,

Pecanmended T, 3. Poaitica

l. T ‘matass of loyaliy o L5 Foverzment scd statility ix the
r=al aTeas demacds A= scoelaraticm of efforts to improvre the farmsrst r
spmditliom. Iz %is exdearss e 7. 3, will extend 2ll ;essitle sssistazce
Yt Lo zrimary respxaliiilicty 1s Tis: ¥oa's >,

2, Tus T. 8. telieres tial ral s3 ezdesrrr will regaire a sab-

rmatial rum 2f morwy f3r Sarm jruiuniim tretlts, vk axisale, farm
vuile, Terxiliver st (rTipitim. Tue 77 M4 T, £. ol gregma term
for rmd Furjesmes.

Tiwely Zmmlufes erietegtisl fxsrvesss fx Tamfs
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If the Government of Viet Nam is prepared to embark on e vigorous and
effective program needing still more money, the U. 8. will be pleased
to oonsider with the Viet Nam Government how beat toc use funds it could
make available for such & program. ‘

3. U. B. agreement to provide aid funds to Viet Nam for land pur=~
chase and redistribution would involve & radiocal change in U, 8. policye.
The U. S. therefore cennot accede to a request for such assistance, How=-
ever, the U. S. Government would be willing to consider how best it ocould
help the Viet Nem Government implement & lend purchase and redistribution
progrem, provided a practical program could be developede

4, The U. S. strongly urges the Government of Viet Nam to take the
following actions and offers to provide all possible technical assistance
to make the program successful,

8., Give top priority to strengthening the administrative machinery
of the Govermment necessary to carry out quickly the program adoptede

b. Undertake & vigorous expansion of cooperative farmer orgsnira=
tions at the village level in order to facilitate the distribution
of oredit and commodities needed for produotive purposes and to
provide marketing facillties for produce.

0. Intensify the implementation of existing land tenure laws with
emphasis upon comprehensive enforcement of rent oontrolse

Begr. 13, 1M e g g\ 8
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