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F. ECONOMIC 3
Introduction =
50. In the past half-y?ar the major themso l_:as been one of
growth, of change, of development. The Gove mment of Viet-
Nam has approved in principle a rovolutionary new land reform
program, There has been a steady acceleration of the "mira.ele.‘
rice' program. And there has been a striking Vietnamese
succees in maintaining a remarkable degu of price aiahl.l.!ty
in the face of steédily rising defense and other oxpenditures, -
Land Reform | | I -
51, Land Rent and Tenure Freere «- Febuary 12 the Prime | ;,
Minister annsuuced a {reeze on land occupancy and rents in __t' -
cewly pacified are#a. end on April 25 this freeze was extendod
to all land. The purgogsee of the freezs are to ensure that tﬁe ~
farmer now tilling the soil could pet be evicted and would be the 3
beneficiary of the Governmant'se Landetosthe Tiller program,
c,a:;f’;-“ﬂ-. to guarantee that the tenant will m ‘ :}kﬁt_l}ne return from.
1 Senmureance |
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any increases in productivity. ' '

52, The Land-to-the Tiller Program == QOn July 1 President

Thicu submitted to the National Assembly his preposal for a | L
revolutionary new land reform pmgfaxx; deslgned to eliminate
farm tenancy in VieteNam. The proposal calls for {ssuance
of titles free of charge to the tenant, squatter, or Viet Cong
appointee who 13 actually cnltlﬁ.'aﬁ.n,g the land, Following
application by the farmer and iesuance of the ncw .l;i.tle. thé' .
/ Govarnment will pay the fa\tﬁmervowner for hls'l.and in cash and
bonds tied to the price of rice. Over the next three yoars the |
Land-to-the Tiller program is expected to involve as many as
800, 000 farm families and over half tlu riceland in Viet-Nam.
53. In anticination of the aubminlon of th.ls leglslatlon,
Ministe r of Foreign Affaira, Tran Chanh 'Ihanh and 1 signed
a Project Agreement in June p}-oviding an initial $10 million
support of the $400 million program. These AID funds will

6_5_2?5"3?9 used directly for payments to % g_s__;n&%ggngnordn but
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to finance imports from the U. S. to counter the inﬂationiry ‘
effect of these paymenta, :.m has asked the Congress for an
additional $30 millien in flacal year 1970 for this program,

54, Accelerated Distribution of GVN-Ownad Lands =« At the

beginning of the year President Thieu set a goal of completo
distribution in 1969 of the xemaimng GVN owned exp:oprhted

and former. Freach lands. On May 8, _Mi_.nleter of Land Ra_fqrm .
and Agriculture, Cao Van Than. ‘announced nﬁ pracedures to ,
accelerate this distribution by placing groater fesponaibiﬂtlea |
on village officials. In June the Mintstry, with asaistance from ’
an AID contractor, began a comprehensive tratning nrogram to | |
enable these officials to carry out thelr new responsibilities | R
and to prepare them for the_new'Llnd-to-the Tiller pmgfafn. BERRER
Without tha bexeflt of the training and aew procodures over
19,000 aectares were distributed by the end of June, well over
75 percont of the total dstribution in all of 1968, On July 2 R -

din ot
the Prime Ministerissued a decree susj.en c{g all payment
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for this GVN owned land, and this is expecteﬁ to accelerate
furtber the progress of the distribution program.

Rice » Miracle Version

55, Having mct last year's target of 44, 000 hectares planted
in the new "miracle rice'" varieties, the GVN has set a goal of
200, 000 hectarep for erop year 196970, Receat reports
indicate thls goal will be met or exceeded. 'I‘ho tncreued |
plantings, together with i.mproved cultlvatlon. are expected to
fncrease domestic rice production by 600, 060 tons of paddy or
360, 000 tons of milled vice. This antici. ated level of milled
“miracle rice™ would be the equiva'esnt of more than the total,
expected volume of rice imports this ye#r. Over 150, 000
farmers are .'artlcipating in this nationwide program,

Economic Development and Stabilization

56, The general economic situation since December has been
remarkobly good. Induatrizl production continued to increase

zw;?-zl:%'f:‘ the low of early 1968; rice shiprg{ﬁgg:‘t:kér‘ggg “t:he Delta,
{Crnairionnas
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responding to higher prices and good security were the '

».14

highest in three yoars. Prices remained surprisingly
stable in the first four months but then roae sharply in
May and June ;o that thare was a total increase of 10 ner-

cent in the period. The rate of increase of growth of money
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sunply, refiecting the combined effects of the budget deficit

, : * .
- L
RN ur

i'.\ g Y .-;‘ ~'. v
e T .

and nrivate bank borrowing, has slowed down somewhat, as

it has been doing since the third quarter of 1968, It rose 5

percert in the first five and a half months aﬁ com ared to 10
percent for the last half of 1968. . , | T
57. ‘There are, however, several indications that we have juat E
i assed through the calm before mothor storm. First, money
supply and prices bave been contained by a large inc¥eace of
imports to rcpllenish inventoriee and to meet rising demand
which has produced an increase in revenue from imports. As

a result budget revonue, excluding counterpart, during the first

aix months, 1s eaumated to be about 75 1ercent of what lt was
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for all of 1968 and 75 percent higher than the comparable

period of 'ast year. Neither uchange reserves nor lnterna!
demand could sustain so higha level of imports. a.nd the
rate has declined substant!auy since the bcgmnlng of the year. : ""7’-.
Second, budget expenditures, whlch had leveled off in the
second half of 1968 as the mllitary reuched authodzed strengtb.

_ are once again rising in reapome to Mgher ulaﬂes. forca ¢
levels and costs. An acroas-the-board ula:y increue for
government workers has been approved by the gow_mment. .
58, For both reasons, the inflationary gap shonld. be sub- .
stantially larger in the second half of the year. The eﬂeetg ‘
may be masked by the lusonﬂ tendtncy for puiges to Otl:bﬂlze" : "

{n the vericd AugusteNovember bu.l::th'e rise may well be rub-

[ :
L '-"_1:. i1y B »

stantial nonctheless.

50. Ovor the 'ast several months, the Mission has repeatedly -

FAL IR

i ]
widde Vg g

brought to the attention of the GVN measures to meet the

Tk, 4""
kTl ’

br iwtggl,?ﬂomry threat, These sfforts resulted ln the s_tg_.natnre of
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_ Daiz:
a stabilization agreement and an asscociated exchange of

letters. The four major paints of this agreement and an |
earlier one in February were: (1) a se_r_lel-o! lmport
fexos that will have the effect of raising cnstoms iand tax ‘ :‘ I'-_:'
revenue 708 percent in 1969; (2) a commitment to consider L
devaluation whea major inflationary oressares arise; (3) ; o
a ceiling on credit to the prlvate_‘ sector; and (4) the lapoe

of an earlier premise to support exchange- reserves at $300
raillion. This final point is especiaily .':lg'n:l;ﬂcant because it
means that the U, S. no longer has an apen»ended aid come
mitment to Viet-Nam. It should stimulate further self-help
measzures on their part. | e

60. [Exchange resarves have fallen about $50 million since
the end of the year. A further but much amaliar decline Is
expected in the second half, Exchange reserves are currently

abaot $275 million, equivalent to about seven months of GVN=-

.  financed imports. Although imports Iuve risen ,!arn!.ng- from o '
,uﬂ'-h. o m i v BTy ,’- "
| Concunanee:
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U. S. spending in Viet-Nam ma!nly !or:ninta.ry purpous' -
are expected to rise about 30 percont this yaa.r and have -

of the dscline,
cushicned the effects.’ The withdrawal of 25. 060 troops
will have negligible effect on GVN earnings in 1969.
61, Rice Shipments -« The high rate of rice shipments-
from the Delta, which exceedl the level of any yaar since
1966, and the existence of excepﬁomlly hlgh ll:ock levell at’
the end of 1968 have kept Sa:lgon ‘and tho rlce deﬂclt provlnces
well supplied while at the same time cuttlng i.m.ports to 65,000
tons for the first six moaths, For the y'éat as.a whole, im-
ports should be about 300, 000 toos as cbmpércd to 750,000
tons in 1968, We believe that tha IRBI 5 pmgram may add
soveral hundred thousand tons more to domestic supply in the

1969-70 crop ysar.

82. Postwar Planning e~ In the area of nostwar planning

iuere have been two important events, nm. D-vid Lilieathal
Cionte] hea submitied the renort of his groupwa;av%"deve!opment to -

{Concuisance
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you. Thie also signals a chango of omphaoll for ghe greup
from overall planning to reglona.l development, partlcularly
in the Mekong Delta where its project p;op_osal will 'bo__ll_to_r_ftly
evaluated by the Vorld Bank, Si.noo Il.l!!ei:thal'o onon we::o
wo king with a aemieoificial Vietnamese group. tho report
received a cool reception fror.o a nu.mber o£ M.iniotr!ea v;hooo
operations would be affect ed. , Poatwa.r plao.ning. glven ﬂ!e A - :
preoccupation of the moment. u.otortunately hao & l.ow priority
in the GVN.

63, The secord dovelonmont' refers to the various studies
that have be2n made to orod.l.ct th.e ooonomlc conoequucoo |

of different pafterns of troop wl.thdrawal for Vlet-Nom a.nd

for U, S. aid policy. This will be a conﬁm.rlng and iocrooolngly

important activity.
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64. 1 think one must conclude that dur‘lng the last half
year substantial progreu bae been made {0 :naey areas.

65. Perhape chief among these ha.s been the development

of a flexible and forthcoming negotiating poeitlon on the key tesue

T o

of elections. 7Thieu must be glven fall credlt Ior the aki.u. v i.th
which he has carrised the cenntry along to thle poeiuon. . But

the fact that it has been pouible Ior hln: to do thie is eleo s
reflection of the growing etxength of the Vletnamese governmeet
and the resultant confidence this has engender_ed.

66. NThis increasing etrength la-reﬂected in & groving

effoctivenass and etebﬁlty of the government. in the beglnning

of political organization; end me drav. !ng together of the leaders

of the nationaliat ranks in support of the government orasa

Yloyal' opposition.

KL . o
é7. OR8] reﬂected in the improving performancs of

the Vietnamege armed Iorcee,nnt only tbe ARVN but the -

Dreliad b Approving Offiver:
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territorial forces as vell, and in their equipment and - PR

training; in the enromngut of nearly one and one-half million -
people in the Feople's Seu-Ddenu ngram l.nd the "r,'g;_éjj :
commitraent by citizans to the government and to the protection .

of their communities and faml.lies vhich this conuotea.

68, It 1s reflectel in thn steady devel.orpmoat of the N
pacification program, v.hlch ha.a brought lncreulng numhars ot 7t
the population under government control, lnvolvtug the pe0ple :
in greater polltica.l »articipation and in deci-lons about thelr £utura; — )
69. [t.-_ius— tumets reflected in the elections of village and hamilet
officlals, 7ad in training for more effective local adminlatra.tio_f:. '_ | 5.
7. It é-&m{;reﬂected in the dramatic rise of ralliers to the s
governTient side under the .C-hleu Hel p;'ogrm |
71. This progress has been manifested in!év growing
confilance on the part of the Vietnamese government and people,
pertapr. the most encouraging development of the policy we have ’

puisued in Viet Nam.
Draficd by a Apzroving Officer:
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72, Thig does not mean that thore are no problem Dcrte.
to be faced: o

-
..-\, e

73. Chief among these is th.e davebpment of much 3reat¢r

»....‘ f

cohesion and unity among the natlouallat elements ln o

preparation for the politlcal contest with the communluts.

E

The attack on corruptlon stl.l.l l.eaves much to he duired.

manner. The fuuctiontng o! tho bureaucratlc machlne needs

~{p be greatly improved, Tlu armed to:cel need to be turthor
strengthened this is especla.lly tme ln t.he vital area of

leadership; morale lﬂd motivatlon neod to be improved in order

‘ E

to bring down the high desortion rate.

, 5, et

74, These are all prohlem to v nich the govornmnt ia
addressing itself, and given the enormous stra.lns to whi;h &e " =
country's manpower and resonrt;.es have been put [ think i_t‘lsl
fair to say that they are dolng vell, - o _ )
75, The growing strength and usulttng confidence of tlu

D:aftod by . e Avam-B O{ﬁcsr: L ‘ "{c.‘.'rt - ,. L
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government and people have made posaible the begliouing of

the Vietnamization of the v.ar.

. This I think can conﬁmu. the Vietnam.eu people

:" . B

e

. expoct it to continue, But { must poir.t out tha.t tho cruclal :
factor io the Vietoamization of the var is the rate at which -
it takes place, If the pace of our troop teductlone tkes placo
at a pace faster thaa the Vletpamesa are conﬂdent‘that thcy

can take over, it could deatroy their self-confidence and an t.hat

we have built up here step by palinful etep.

Snhied by: . Approving Officer:
LCrazurcenma;

SECRET

vORt Fy - LO2
[{BLY

Clas:t!ica:ion

gErsrg CLASSIFIED

.-q-..'l-\- ,:.’






