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50. In the past half-year the major theme has been one of 

growth. of change, of development. The Oove mmeilt of Viet. 

Nam baa approvea in principle a revolutionary Dew loDd nCoI'm 

program. There hall been a mady acceleration of the ''miracle 

rice" program. And there ball been a IItrilWlg Vietnamese 

Bucce .. in maintaiDing a I'arnal'kable degree of price etablllty 

in the face of steadily rising defense aDd other expenditul'ee. 

Land Reform 

51. Land Rent and Tenure Freeze •• Febual'Y lZ the Prime 

MilIi.ter armouaced a freeze OD laDd occupancy and rems in 

ecwly pacified 8I'ea.. aDd on ADril ZS thi. freeze was extelldod 

to all land. 'rho purfosee of the freeze are to ensure that the 

fanner now tilUng the eoll could not be evicted and would be the 

beneficiary of the Govemment'. Land-to-the Tiller program, 

"~~ to gaal'antee that the tenaDt will receive. all.!he retu!Dfrom c, ....... ,. ~u-..· . 
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any lDerea ••• in productivity. 

' ....... 

Dcte: 

52. The Lud~to..th. Tiller Program •• OD July I Pl'e8ldent 

Tbieu aubmitted to the NatioDal AUembJ;, bb p~sal for a 

revolutionary new land l'efoJ'll'l program designed to eUmlDat. 

farm tenancy lD Viet-Nam. The prol)osal calls for I.asuaDce 

of titles free of charge to the tenant, aquatter, or Viet Cons 

appolntee who I. actually c1l1tivatLng the land. Following 

application by the farmer and luuance of the DeW title, the 

/ 
J. 

Government will pay the fal'mer-owner for hi. luld in ca8h and 

bOnds tied to the price of rice. Over the I,\ext three years the 

LandetoGthe Tlllcr program's upected to lovolvo a8 maay .s 

sao, 000 farm families aDd over half the rieelaad 10 Vlet-Nam. 

53. In antici.,ation of the 8l1bmluloD of tlds loglslatioD" 
./ 

~HniBte r of Foreign Affairs, Traa Cbanh Thanh and I SlgDed 

a Project Agreement 10 June providing an initial $10 million 

support of the $400 million program. These AID funds wUl 
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to AzlaJ:\ce imports from the U. S. to coumer tbe InO.tioury 

effed of these payments. AID has aaked the CoAare .. for an 

additional $30 miUieD in fiscal year 1970 for tid. program. 

54. Accelerated Distribution of OVN-Owned Landa •• At the 

be"n"ing of the year Presldeat Thieu .et • goal of complete 

distribution in 1969 of the remahdnl OVN oWDed expropriated 

and former. FrCOl:Jch landl. On May 8. Mialster of LaIld Reform 

-" " . 
. -'. 

and Agric:ulture, Cao Van 'I'haD. aDn01lDCecl new procedures to, -
c ._ . 

accelerate tbill dlotriblltion by ,lacing groater l'e.POllsl~tie8 

on village oCIlcilllso 111 June the MiDis try. with aaaietaAc:e from 

an AID conhoactor. began a com:noeheneive tralnlng ~rogram to 

enable thelle officials to carry out their _w re.poulb1Uties 

and to prepare them for tbe,new Land-to-tbe TWer program. 

'Without the be:1eflt of the traiDing and Dew procedu .... over 

19.000 hectares were dlatributed by the end of .June. well over 
, 

75 percent of the total dlstributton in aU of 1968. On July Z 
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57 Date: 
aDd tbll Ie expecte~ to accele rate 

further the progreas of the distribution program. 

ruce • Miracle Version 

55. Having met last year'. target of 44,000 hectares planted 

in the new "miracle rice" varieties, the OVN hu aet a goal of 

200.000 hectareD £01' crop yeaI'1969-70. Recut "POrte· 

indicate this goal win be met or exceeded. The mcreasec1 

plantings, together ~ith improved cultivatlODo are expected to 

increase domestic rice production by 600,000 tou of paddy or 

360.000 tons of milled rice. This antici. &ted level of milled 

''miracle rice" would b. the eqal.,a'eDt of more than the total. 

e:Epected volume of rice bnports tbU year. OVer 150.000 

farmers are .. articipatlng b this aatlon\vide "rogram. 

Economic t'ev'.llopment and Stabilization 

, . 
" . 

.-' .' _".. ' 

, . 

-, 
. -

56. The general economic situation smce December haa been -;': . 

rernarknbly good. Indufltrinl "reduction continued to bcrease 

.. : 
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responding to higher prices aDd good security were the 

highest in throe yean. Prices remained surprising1.y 

stable in the fint four months but then rose sharply in 

-." ." 

"~ay and JUlIe ;0 that there was a total increase of JO 1)01'-

cent in the period. The rate of mcrease of growth of money 

SUTlply. reflecting tbe combined effects of the budget deficit 

and .,rivate bank borrowing, baa alowed down somewhat. as 

it has been domg since the th1rd quarter of 1968. It roBe 5 

percent In the first Bve and a half months as com' arod to 10 

percent lor the last balf of 1968. 

57. There are. however. severallDd1catio4s that we have Just 

~ aued throagh the calm befo" another storm. Flrit, money 

sllpply and prices bave be_ contaiud by. large InchaGe of 

Imports to replenisb Inventories and to meet rteiDi demand 

whlcb has produced aD Increase In revenue from imports. As 

a rellwt budget revenue. uc1udins cOaDterpart, darlag the Brat 

sJx months, Is estimated to be about 75 1'0 reent of wbat it waa 
t~c:,,", ~7: .. , " ',' ~.~ ~~on-.",.. ,--
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for aU of 1968 and 75 percent higher thaD the comparable 

period of !ast year. Neither uchange relervel nor intel'Dal 

demand could sust3tn .0 higb a level of bnpoiu. and the 

:rate has dccllned substantially aiDce the beginning of tbe year. 

Second. budget expenditure •• wblch had leveled oH in the 

level. aDd coots. An acroll-tbe-board .alary IDere ... for., . 

government workerl haa been approved by the gOWrmneAt. . 

58. For both reasona. the 1nf\ationary gap should be .ub-

staDtlaUy larger in the .econd half of the ye.r. Tbe eHeets 

may be maaJr.ed by the .... ooal tea4ency for ~a to .tabUlze 

til tbe I,enod August-November but the rile may weU be I'ub-

Buntial nonetheless. 

59. OYer the . aet aeveral montha, tho h~islloD haa repeatedly 

brought to the attention of the aVN measures to meet the 
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a .t&btUzation agreement aJI.CI aD anoelated exchaD,. of 

letter.. The four major polDte of thl. ag".emoat aDd an 

earlier one ill February were; (1' a series of Import 

(uoa that will have the effect of rai.lAg c:ustome aad talt 

revellue 708 percent 111 1969} (2) a commitment to coDsider 

devaluation when major inflatioaaryoN •• are. ari.e: (3) 

a colling on credit to the private .ector, aDd (4) the lapse 

of an earller promise to3upport exchange re.eI'Ve. at $300, , 

million. Tb1.e final poillt l. , especiaUy ';tpl!1cant beeaune it 

mean. that the U. S. DO 10lller has an opeo .... eoc!ed aid eom-

mUmeDt to Viet-Nun. It sho1l1cJ stimulate further leU-help 

meaaured OIl their part. 

60. Exchanse resol'Ve. have fallen about $50 mllUon .illce 
• 

the end of the yeu. A further but much .maUer decUlle Is 

expected tn the second balf. ExebaDg. reserv •• are c:urre11t1y 

abollt $1.75 million. equivalent to about seveo months of OVN. 
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u. S. speeding in Vlet-Nam mafnly fa r milltuy PW'pOu. 

are expected to rise about 30 pel'CoDt this year aDd have 
of the Mel .... 

cuahicmed the effect.! The withdrawal of 25,000 t!'OOps 

will bave negUgible effect on OVN eamiDgs in 1969. 

61. Rice Shipments -- The bigh rate of rice ablpmeDtll 

from the Delta, which eltceed. the level of any year alaee 

1966. and the existence of exceptioDally high stock levels at· 

the end of 1968 have kept Saigon and the rice deficit provincea 

weU supplied wblle at the same tlnwI cuWng impo1'ttl to 65, 000 

tons for the first six mOl1tha. For the ye.r as a whole, 1m-

ports should be about 300.000 tollS .• a compared to 750.000 

toIlS in 1968. We bellne that the IRa/5 'program may add 

soveral hundred thoualLlld tons more to domestic .~ply in the 

1969-70 crop year. 

6Z. Postwar Planning _. In the area of "astwar plaaning 

Ulere bave been two lmportant evente. Firllt, I"wtd lJUenthal 

". ,~l)a8 .• ubm1ttod the re!'Ort of bla group.on ~.~ar developmellt to 
",>\1.1.""". "''1. ~.u.~ tJ;~ 
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yoo. This also signals a cbB",e of emphali. for Qhe group 

£1'001 overall pliUUllng to regiODal developmeut. partlc:ulady 

lA the Mekong Delta where in project !)roposal wUl be shortly 
, -, . -

evaluated by the '~'orld Bank. SlAce Ulienthal's men were 
. 

woJldng with a semi-officlal VietDamese group, the report·· 

received a cool receptlOD from a number of MiDistria. Wlose. 

operatiolU woald be .tfected.Postwar plannlns. given the, 
"' ~ " 

' .. " 

preoccupation of the moment. unfortunately bu a low priority 

in tb. OVN. 

63. '{he sec:oltd develor:lzr.ent refers to the varioWl studies 

that bave be'3ll made to I;»recllct theeconOmlc coll8equence. 

of diUerent pattern. of troop 'A'ltbdnwal fol' Vlet-Nam aDd .. 
'.r .-

£01' U. S. aid policy. This will be a coatinuiDg aad ioc:reasillgly 

important activity. 
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64. 1 think oae maat eooc1l1de that duriag the last half 

year substaDtial progresa baa beea made la !DaDy areas. 

65.. Perhaps chief among these bas been the devewpmeat 

of a flexible and fortbcomiag aegotlating posltioa oa the key i88118 

of electiolts. 'l"hiea must be givea foll eredit for the skill ",ith' ,.." 

v.hleh he has carrled the cOIIDtry aloag to thi. poslUoa. " 1IIIt -":'- _.'-
t-· ": 

the fact that it has beeD posslble for him-to do thi. is alao a 
, 

, 

,', 

.. ~:-. 

renectlon of the growing strength of the VlatDamese govel'nmeat 

anel the resultant eoafideoce this haa engenelered. 
" :.'-

66. lbis iacreasing .treDith is renected la a grav,lag 

e"ectiveaess aad stabUity oftbe goye1'llmea~ 10 the beglaalag. ' 

of political orgaoizatloa; aad the dra'\:.los together of the leaelere 
, ' 

of the natiooaUst ranks ia support of the goverament or as a 

"loyal" opposltioa. 

67. 
,S 

1~1;:::s--teed renected 10 the lmproviag periormaace of 
, . 

the Vietnameoe armed forces,aDt ooly tbe ARV'N but the 

. ~-

",,' . 

" 

"~~> 
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territorial forces as "ell, aDd in their equipmeDt a~e:. 
training; in thtl enroll!n.ot of Dearly ooe aad ODS"balf ~UlioD 

",.' . 
people in the l~ople'. Self-DelenBe Program aad the . '~. 

commitment by cltbena to the goverDmeDt aad to the protectioo' 

of their communities and familiee v.hich this CODDotes. 
" 

68. . ;,.-' .... '" 
~ ... . 
:<':'<'~; - "',,*,,,,;,',:0,'" 

pacificaticD prollrazr., ~blch baa brought {Dcnuing awnbers of ii". ' 
, ", ' , ' " ' ," " , ""~;; '} ':}'~J~~.~ 

",.- -,',:,"- ".'.~.; 

tho populatioD under lovermneDt control. Involvln& the people" > ' 

It ia reflecte:! iD the steady development of tJu, 
'" "-"' ' 

" ...... 

io gUllter political ?&rticipation and ID decieloas about their future. 

6 
IS .,' 

9. It:.iI&s-~ reflected in the electl,008 of village and hamlet 

oUicials. :7ad io trabung for more effective local adml11lstratioD. 

IS • 
70. It ~,tleeA;ref1ected ill the dramatic riae of ralUer8 to the 

goverU':'lect side under the Cobleu Hoi program. 

71. This pNsre8s has beeo manifested In!.£..gro'lOiOg 

coU£idan(:e on the part of the Vietnamese government and people. ' 

perhp', the most encouraging development of the policy ""e have 

pUJsued 10 Vld Nam. 

Dr31i.'tl ~" ~Ing om .. r, 
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72. Thls does not rneall ,~t there are DO probl~~e: 
to be faced: 

'. 

" 

. " ~ 

73. 
'. >~~. "~'-.' 

Chief arnollS these is the' developmellt of much greater 
,'" ,,,-;,,,,0'" '_,' ' .. . :""~~:~(!':"",,<';,r' . "_. '~.' 

coh.sloa and UDlty amoag the oatloll&llst elezneDts ID .. 

preparatloll £01' the political contest with the commuaiats.'· 
.. ,' 

l'he attack OD corruptioD stW leaves much to be desired. .;.0., 

The problem of iDflatlOD rnIl.~ be dealt '\'I,ith la a more deterDlioed.~;;. 
-:: (' .-- , ~ . "',~ . . ." ~.~. :.~~X;~;~_ ';',~"/"" 

manoer. The fuactloaiog of the bureaucratic machlDe Deeds,~ .. ; . ~,r~,<., 
)' '. 

. -~ ,; . ....w be greatl,. improved. The armed forces need to b. further 

Itreagthened. this is especially true la the vital area of. 

leadershlp. morale aDd motivatioD Deed to be improved ia order, 
"-" . -

to briag dowD the high desertioD r~~.·)~,;":~; .; ;.;-~ , . ':T' .'; 

, .' .. :". (.~ ,;::-~ ~ ;".,;:" '-," 

•. 

74. These are all problema to v,lUch the goveroment II 
" -. , 

;:',-;-'" 

addresslog itselt, and giveD the eDOnnous ItraiDs to '\'I-blch the 
- ""'} 

" ,.. ~ .. 

country's manpov.er and resources have been put I think it i. . '2.-" 

fair to sa, that the, are doiag v. ell. ..' ~~;'.~; ': 

75. l'he growing strengthandr.-sulting coDfidence of the· . ',.7?'·' 

, - J : -r' 
t ~ , • 

. ' 

ApPl'Ovinv OIR($" " 
. . -"" 
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government and people have made poesible the beginning of 

the Vietnamizalion of the ",ar • 

•• 'Ibis 1 thillk CaD continue; the Vietnamese people 
.~,w-'O' ",.'- .~- 'f", ~ ,~ 

expect it to continue. But:.1 muat point out that tbe crucial 

factor in tbe Vietnamlzatlon of tile 9. a1' is the rate at qic:h. 

it takes place. If tho pace of our troop 1'eductio~s takes p1ac:e'~ 

at a pace faster than the VletnllUlse are confident that they 
/' -: • •• -',,1>,'. y.; .' . 

can take over, it could destroy their self-confidence and all that 

\\e bave buill! up here step by painful atep • 
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