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PARIS FOR VIETNAM MISSION

Herewith my cighty-firat message. " | Reviewed by:

Date:

A, GENERAL
1. Since :ﬁldw.]'u!.y when I anralyzed developm‘entn fro.m tha
beginning of the ycar up to thaf Hme, there hﬁva becn several
important deveiopments tending to change tl}c situation. While
the encmy hes assumed & more static posture, 8 number of |
dyaamic developments have come to the for:a ca our side. These IR .
were a) ihs forthcoming political Initiative taken by Thisu in
propasiag an electoral contost with the communtste; b) your vicit

to Saigon, the support it gave to Thieu's proponals, and the general

confidence it ongeadered; c) our development of 3 well uridcuiatsd
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position on troop reductions and replacements, which has

by and large zained acceptance here and which has distarbed

and apset the enemy; d) the movement toward a broader based
and more effective government of South Viet-Nam; and e) the
inftiation of Phase 2 of the 1969 pacification pi'an domonstrating
continued stezady progress in both the expansion and quality of
gecurity.

2. What the press has called a iull actually was a period during
which the enemy ioet eoméwhat ovar é. 500 men a week in combat
instead of the average of 3, 500 which he had lost in the preceding
period. It is clsar tlat he had intended to launch an offensive in
both July and August foliowing the pattern of May and June.

Hio feflure to do 50 in July waa due principally, I believe, to a
combination of Iactofs including allied preemptive acticn,
relatively heavy losses during May arnd Juns, coupled with
recruitinent proﬁlems and logistica difficulties, His four day

offensive in August followed closely the May and Juas paiters,
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but on a slightly lower scale.
3. 1 do not think there is evidence to indicate that the military
"lull" was prompted by an effort to gain politiéal benafits; "75:" '
rather that he hae found it increasingly dffﬂcult to mount | |
offensives rather than "high points,' or dﬁn to mount the
latter in s%» relatively quick succession we have scen earlier |
this year. That he intands to continue _tms pattern may be
indicated by the slackening of inflitration of troc-lpl !rqm No rth q

. Viet-Nam. The fact that in_dlcationu are that infiltration wi’ll ' L
coatinue at a low ievel, only about 13,500 are now in the pipa-
line to arrive in the balance of this year, coupled with increasing '_
difficulties in recruitment would indicate that for the next few - -
months his capabilities will be gradually degraded. This v.fillr | . ‘A _' -
ba trus also for some Ume for §ven though he i.ncreaeeabhh e
irput into the pipcline it takes several monthe for the new troops
to arrive in country. There may _conceivably be a mumber of

reascns for the enemy's embarking on these tactice. Ve know
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of Ho's admonition in May to conserve ruourcai .and in
June of Giap's urging the adoption of expanded gusrrilla
warfare. (Giap, incidentally, dJ_ld not at the same time

advocate reducing main force attuc‘lu-.) 1t m.ay; therefore,

hEY o

be the ensrny's own varsion of 2 "long baul, low cost” straugy
4 Y B . L 2 .-w-b,a -
while ha continues to wait for the oﬂ'ecta of prassure of pubuc

' ’ ,4' ); .
opinlon in tha United Statu to forco further conceuions.al SR

oy

ie possible that he ls planning on some new initlative such as -

.ﬁ L - -

calllnlg for a ceace fire. It is concelvable.aho. and Iam ln-
clined to this view, that he is conserving strength for a major '
effort, poesibly in 1970, Butin the meantime, ho is ‘taking very .'
bsavy losses. (I am comrnenﬂng on the ‘hst "h.'lgh point" Ln tho L
Military Section below. )

4. 1 beliove our posture in Paris has assumed major importance:
in the promise it holdy ‘both for sventual progress in negotiations |
and its potontial effcct on miutaf}-developmmts here. Following

your Juiy 30 statemant in Sal.gon tb.at our nide has gone an far as
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it can or should go and that it ls now up to the c:\.her side to

show some movement, we needed time to convince the enemy
that we are serious, that we are not over aftx;lops to bargaln,l o
that he cannot win concesaiox;s from_i:s unlesg he_,i_s willing Fa
to give something in return. Difficult as it is, I believe thai:‘
we shall bring the enemy to substantive talks and in the lmé
rua save American livos by standing ﬂrm. by mak:lng a austamedb ‘ k2
effort to assure that the unemy really underatands that we are . -
serious ahout our esnent!.al commitment whit;.h io to gwe_ the
neople of South VieteNam a fairl opportunity to decide their |
future in {recdom. Ia this connection, I recall that i your
May 14 speech there were two elements' a) the constmchve.
caaciliatory alemenh looking for an equitable and reaao::able way L
oul of the impasse; and b) the statement that ""\f the needless
suffering convnuesn, thds will affect éﬂzer dec‘:iaions. Nobody
hae anything to gain by delay." If the cnerny continues to play

2 waiting gamo both on the ground aad ia Parie hoplug that we

Realied by Apgreviag Ofces _

Licharsen -;m

rg,u I K3 ;] . SECRET -
b ‘ Ciczssiftcation

CLASSIFIED

S e e e e e




. i . AP .
CER, R Rdd dmhoa? il dod h:\. ‘A m.a . o ﬂ'..ﬂa’ "Jﬁlﬁ

bLHboHItU

QUIEOIHNEC AMEMBASSY S'AIGON

"? ?_; - g

SECRET -
Charge: élau!ﬂcatiou_ B - Contzel: - o
 Dater -

will tire and star? making unilateral concessians, wem'y o .

have to make it clearer to him that ke has nothing to gain by
delay. | |

5. The subject of a possible ccase fire ﬁaa coine increaslinglyl
into public discussions both at home 2nd in South Vie*..'-Nam. and
it is apprent that the idea has much appeal to many people. There |
are some circumstances where -i; could be hig!_:iy risky and
dangerous for uo, as you have Lndlca-ted in your press atauménfs
about uasuperviscd ccase ﬁrea. ‘There :me other circurnstancéa,
espccially when it ic linked %o agreed withdrawal and reasonably
reliable verification, when we could accept,l-t. It is clear, I
think, that should the othor side propose a cease fire, wo vhali
bavo to be forthcoming in our reépona 8. :'i'he manuer of our
renponse, therefore, becomes of great impotance. I believe v ' :
the subjzet desevves to be explared with the GVN, espscially to
avoid a situation in which the enemy could use such & propoeal ta

create disarray and division on our side.
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6. Perhays tbe most important and sensitive development

during this period has been our management of tho program' S

of Vietnamigation. Stirred up partly by press speculation in
the U. S. about massive troop withdr‘awals,:; t..ha‘ psychologicai
and political sitvation here was characte.r!.zed by very cones-
siderable apprchension up to the tima you made your visit to-
Satigon. Thieu's own po:ltion, inithe aftermath of his July 11
proposals, was beginning to be aﬂactedla:nd_thexe was a
cnspicion that the Americans would press him for more con=
cossions while leaving the alliod elde ﬁcreaainﬂy _weaker on
the ground. Those feazrs wore largely dlsp.elled through your
private talks with T h.ien.. your bne! mmarks to the asecmbled
top officials, and your public declatatlon at Indepandence
Peclace.

7. Depending on hdw it is cérried out, Vietnamization canon
ths one hand spur the GVN and the RVNAF to greater seclfe

rellance and better porformance. On the othar, it couid rasult
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in the destruction and loes ofall that we havg achieved heve.
During your visit the GVN made it clear that while lthey are
prepared to push replacements to the utmost, they gce a

limit beyond which they simply cannot replace départiﬁg '
American trocpa. This is one probl.cm_area. The other is
that if they get the impression that we are proceeding on a
rigid time scheduls, they will conclude tha.t we are detormined
to get out come what may and they will ioae faiﬁx in us and ln_
their future. In this respect, the emteﬁeﬁf made on yoar
behalf ou Auguct 23, that the next announcement of replacement
will be delayed in view of the latest enemy “high point', has
struck exactly the right note, indicating that we wiil look care=
fully before we move at évery stage. |

B. A good illu si:ratién of the problem of replacements was
furnished by a roceat private poll undertaken for us in IHue and
Danang. There wae widesprcad acceptance of the first increment

of 25,000, as well as ovarwhelming endorasen:nt of Thicu's
Brofied by Agpravieg Offioen
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of the new team to make some genoral cbeervazions, While -

ths depurture pf Iren Van Huongbwns in one sense a loss, 1

Lon

believe the overall Bituation should be improved when ths now

team under Khiem takos over. This is because a politieal
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malaise had come over the country during the last months

of Huong's Prime Miniaeership. He is a man of character
aed integrity, but his position had become exoded to the
point where paither the Assembly nor the party leadozs were
willing to work with him. In addition to thirgs for which
goversments are ylamed when the going ie tough, he had
shown an unwillingress to work with the poliﬂdans and a

- patent dislike for the Assembly. ‘l'hieu'n concept la that ther
time lizs come both to broaden the polit:lca‘l bass of the govern~
ment and to establich good working relationshipe between th\ie-
Executive and the Assambly. 'I‘h!.n inevita.b.ly' means sccuring

the cooperation of the poliucianﬂ. _- ‘

10. Khiem, while he doee not have a8 appea.ling s personali.ty
as Huong, has proved himsclf an able and ef.ﬁ.czent adminisntyator. . :
He knows how to work with the As aemﬁlﬁ for which Huong had |
abown a marked incapacity; and he is, fortunatcly, a southernmer

and 2 Buddhist. Ha i8 a Ger.eral.‘ which is unforiupate in this
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instance, but next to 'I'h:.eu he is the militaqr man mth the

best graep of building political mshtuhons at the rzce rootl;
Most of the pariy and Assembly leadera fay they welcoime |
his appointment. 7Thers also seems to be ganaral appra:v..l
among the litcrate public, I believe that he has the ouahtun B
to make a good Prime M:nister.
11. The broadening of the base of the govammént willl be =
real. VWhat is important is that whereu the Huong govarnmm
was codentially ¢ Cablnet of techni.c.iana. there wiu be many
new faces in the Xhiem goverament wlnch will repreaent a
broad specison: of political groups, partics, aad tendencies,
A council of advisors will bring in still cthers., This wiil _
inovitably involve a certzin amount of infighting among them.
for Vietnamecc politicians are -n._lot kaown for their ability ‘to
cooperaic. But tha rosl plus io that thera s a new bacsis for a
dialoguz betweon tho governracat and the people. Khiem told

ma this moraing Lhot the now Cabinot wi ill ba annecunced on
Texited Ly: | Azproving Gilicar
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September 1. Pri.me Minictar Hunng alno conﬁ.rmed the |
fact that Thieu had asked him. am! he had agreed to serve |
as Presidential advisor, ‘ o

12, The prevs sometimes cla:ms tha!: a broadeni.ng of tne s
base must extend to the "lefi" if it is to be meaningful. but

28 I have pointed out before, the tern; "Ie t" and “right" have_ }
no rosl applicability here. 'I'hi.eu expectu to i.nclude in the B
new Cabioet soms repreuntatlvel of the formcf “oppoashon" -
and has offered parﬁdpaﬁon to a Buddhi;t ;vt;;.he beh‘.eves w:ﬂl
be acceptable to both factions. To the exten!: that by "loft“- .

i3 meant people who would entertain naky peace propouals, -

T W] »

there 12 no orgenized hoL.r ot auch people.{ ,'Ihieu han moved S
as far in the direetr.on of ac:ommodatlon with the enumy as | - | , R
any politician could move at this time. Khiem will Iollow thie |
Uue loaylly. in domestic matters, too, he will be reforme

mivdsd and no leas liberal than Huong., He can be expe:ted to

push the pending land reform. HE: chances of being able to get
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through the Agscmtly some mﬁch needed;reyenue legislation,
I think, will be bettor than M's. Given the ;rthema thicl -
country faces his government, in tarn, may évehtﬁauy run Ry
out of credit, but for the period im'n.:e':d:lva:.tely.gheacl- there:
shouid be more dynamism, more etﬂciency. .and broader
participaticn in goverament, _ -

13. In comnrection with paciﬂeaﬁon. I menﬁoned the progreaa
in both tho expansion and qua.uty of ucuﬂty. In the past. our "
sttontion has usually boen. cencentrated on tha percentage af |
population in the relatively secure (A, B and C) category, which C
climbed from 76 psrcont in J_am:ary te ovg:{ 87 percent by the
end of July, Now Thieu han set-a new goﬂ, 'concentraﬁng on
the quality of cacunty. this is ta have 50 percent of the popnla‘-zon
(nct counting Salgon) in the A anrl B categonas by the end of ot
Qctobar. This makes ense since the C category, 'relativaly

secure', is not so firmly in tho hands of the goverament that the

FRE B
BRI

po&:mla‘:lon would in zll canes feel ezfe in voting for it. Rema rkably,
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by the end of July that goal was already euceeded as hamlets

in the A and B category exceeded 53 percent. Dut a caveat

is in order: Part of theso better indices is due to the fact
that the enamy, whether by choice or ﬁecesaity. has not
disturbed the pacification campaige much duriﬁg the period,

14, In the care and resetilement of refngeg:a therze has been
continued important progress. ‘From a total of l 5 million
refugees in Febraary, the number to be cared £or ‘has dropp-ad
to slighily moro than 1.1 million. An esﬁ.matcd 250, 000 have
been rcesttled and roceived their final payments, An additional
160, 000 persons have been returned to thei.z; original villagea, a o
demgnstration ¢f growing confideace and aﬁ:panding security.

Barring the uafnresegn genaration of la-.l.'ge. aunbers of new re!;gees; V
the proapect is for a futther aﬁarp reduction in thoir nurnbey during
the coming montio, prebably by scveral hendred thous and, It shouid
be noted that approximatoly half the numboer of persons carvied as

ref‘t}goes are not such 4n a true sense, They are not tving in campe. _
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a great pumber have goans to the urban aresas ir search of
joba, others are living with relatives. They are simply
carried on the books because they have not yet received

all the relizf payments to which they are entitied,
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15, 1n creating a broader--basod government. Tlneu hax] |
two gseparate and distinct problems to aolve, snd he w cnt a.bout J.
solviog them quite methodlcall;r. He hl.d ft;fiorvm a more ‘aolid .’ ;
Assembly majority by translating the strangth of the National v L
Socml Democratic Front lnto parlumenl:ary terma, combinlng

i B} g,.,i
those senators and depntlaa wlth other supportera. A.l a ne.'r.t step.‘ g

he had to negotiate the entry of reprl;aemﬁvea o!' the partles 1”3‘#
and groups into the cabinet, preferably into tha Huong ubiuet. l;:_-'_
Thieu never envisaged giving coatrol o!’ the cablnet to the
politiians, What he had ln mlnd. and wha.t he is accomphshlng.,",._
is an iufusion of some of the political. olementa into & cabmet. L
He bas in fact told the psrtles ot the Natlonal Soclal Democratm :
Frout that they will have to wait, that they will first have to .
demonstrate that they are atrpug enough and can cooperato '

together, before the Fro at itself car furnish the Prime Minister ;
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or even a majority of the mln.l;tera. :
16, In making the traancgition from Huoung to..Khiem. _Thlen §n;:a
agaln dsemongirated his couaumma.te Bklll asa polmcal. tacﬂt;.ian.
He loyally supported Huong as long ne he could, hu.t uhen it
became appaxent that the teorganizatiou of tb,e government mﬁs
turcing lato a government criaia. he "bullt a golden bridge Ior
Huong's retreat" by makiog it appear that Huong h.lmself had
gsked to be excused and that Huong had decided that the Preeident '7
should be free to choose someone elac, The purting of the tv.o has ‘; ﬁ
thus beon entirely amicable, aod this is important irom a political' ,
point of view because Huong. whilo bhe hna little orgamt.ed |
following, is perhaps the most prcstigioua Southurn poht;cal
' !his intention
persopality. Theiu baa told me that k:z:tmh to name Hnong as e

2

adviser is g T
presidential Qi"ﬂﬁﬂmto further emphasice th.at the two contioue .

to cocperate.
17. The land reform bill 1g now updsr discussion in the Lower-
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Houae where it hae run into some difficulty because a? 2 ,j:'- *:ﬁ

opponents of land reform, v.h O are few, combined W lth a

number of proponents who “ished to change the bm into

- RS

something they thought better, This han involved the . - o
woighlug-down of the reform with committee amendmenta )

that will have to be struck out in pleuary if. tha retorm is not

7;

to alpk altogether, F;rst the etfort was made to beneﬁt not

-
-

ocunly tenant farmers but o.lao ;‘_u_-'m _labprgrq.;, N:axt _it m! :
proposed that war victixﬁ; anﬁ vo;teransA :h;:;:.ld al.';ao havo*the:—r |
chance to get land. Then the same was said abon‘t fefugees
(thereby introducing tho_?.rrglqvant qnes't_lio-ﬁ whather nort!-:e:"nxrs% .
v.ould be benoflting at the expanae; of :oQﬂzarners)Q 'lhen'a e
rotention limit wag suggested, lo that tho smsllar landlords

could koep their lands, Finally the dovm payment to the la.ndlo:&ﬁ K -

wasg ralsed by the committee. I am still quite hopeful that a

decent reform bill will be passed eventually, but the new

government wlill have to step in soou to pull things togethor nnd ,
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mobilize support for a realistic measure. : Date:
i8. General Duong Van Minh (-"Blg Minh') received a visit
from President Thieu carlier this month, 'i'his wag an

axcelleat ma-ve on the part cf tﬁe Presidant, ~even though he

did not go sc far an to offer M.lnh a specific job Bince easeutuﬂly

each was just fecling out the other. Oue favorable result has :

of a distance from General (Sonator) Tran Van Don. who 15
the - s . _

actively oppoumg/Premdent a.nd touting hlmaelf as Prime Mznwter.”"

if as he hopes, Thieu iy repla.ced by Mich., Don ls plaoning =5 " B

viait Viashington next month, and [ am recomuaendiny that he

receivo not the slightest encouragement to thiok that we would’

back bim or Minh againat Thieu., Since both Don and Minh are ) . ., - -

reasonably closo to Thi=n oo questions of perce and political .

settlemant, i would be most desirable of course 1f they c'._Oul.dld

be brouglt to cupport thelr government st least on that ono 1ssue.

19.  The.: 225 2 brief flurey lv July when Vice Presideat Ky raet .'
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20

with Mioh and Don and some twenty other retired generai:;

and made his uwsual diaparagiﬁg_femarks about ’I‘hieu which were

T

as useal, immodiately reportod back to Thleu. Ky a.lso made some

"

havikish noisea to a ‘-&ar Couege sudienco whu:h aoundad as :t‘ be "
were criticiziog Thieu's July 11 proposais Ior electoral competition

with the comraunlets, The excitement a.bout these eventa wag greaﬂy

exaggerated, It is true that Ky spoka of a coup when ho met Mth

the generals, but he merely hragged that ho would hnve no trouble ':F

‘aklog a coup while clearly shting that He hn.d nolmtention\ wh#taoevér
of making one; he understands quite well that it would be the sur est
way {o deatroy our support. . As for hia apeacb. to the Natxonal War
College, =z closer readmg of lt showed it to be qmte careiully
drafted and uot really as dlal.nyal as it seumed ln the haadunes.

In fact, while Ky isn't helping Thieu much. uaxther la he harming

[ a >
D

him much, This is of course not a satlsractory sit:uation but it

fa much betier than a yea.r a.go. At any ra.te. in terms of power

it is Khiem, and not Ky. who is now number two in the country.
vaEnad Gy L Amewhg (Jf!‘.-ur-
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Thie was true even while Khiem was still only Viﬁe Premier,
bat it is now clear to everyone tha.t Ky's power poaition has;-_ -
gteadily declined. Ky has contnbuted to the declme in l:ns

standing, for he has done almost nothing si.nce hm trlpa to

Paris on the talks. His aldos complaln that smce early thu

yesr he has done nothing, and they have»n_othing _to do. J :';l.r )

-

c. MILITA"""""RY | " -,- ‘ ' "_ .‘

20. Becauge this was 2 perlud oi ralatwely low a.ctivlty, 1,

""' R R N

wiil confine my 1-emarkn to one rsther elementary but tmportant

e -2
i .

obgervation: While the en emy h.as the capabllzty of monntmg
coordinated Indirect fire attacks and ground probes at \urh;_ally ._

any time -- 1a other words. _v.hlle s "h:.gh polnt“ :na.y come

T . ;J, 13

without much advance uotice - any rcal o!fenawa ia becoming

increasingly sifficult for him bacauee of the conatantly hnproving K
i o o S £ 5
g}he price of keeping him from launch.m,_, major a.ttacks

ageinst the more pOpuloua Areas ia. of course, the r.onstant probing,

Lﬁi‘?”s bi- n.nf:fs’ u.ﬂi‘.‘lﬂ ;
patrolling; oweeplng, p\.ahing. Iluuing-out and app!.tcatmu .
et 2 g 2E] , _ e

,_-
II h
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of pressure at huadreds of pléceﬁ which is ‘part ;)f Gener;l |
Abrams' strategy. Were we to puil back from these
actlivities -« whethey by a declsion to de-es:al:ite or under |
gome ceage~iire -- the encmy a opportunitiea to move up hls
‘orces and to launch major, da.magmg attacks toward mn_;or
pepulation centers would be vastly improved, |
21. The last "high polnt' of enemy actlon, on August li/12,
was loss costly to our own troo'pa and to tha enemy than the :
Provious tws high points which had occurred in May and .I une,
The encmy clearly tried to concentrzate on Americans in his
ground attacks, with the ARVN recoiving proport‘onately lesa
atteation than during auy of thas earlier h.i.gh points. Tha total '
mmber of rourds upenﬂed. ﬁowever. waa alno l.ovt ar than befure. a e
The kil retio,. on the othar hand, was sllghtly less unfavorablc
to the esemy (1:5. 7)., From theso figures, and from tho fact
that the cnemy ic threatening lees and less izmportant towus

D

(he has long given up puahing iu the direction of Salgon, and is
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uow concentratiog on even lesser objectives than Tay Ninh), I
couclude with General Abrams that the enemy's ca.pabmtiee ha.ve
been reduced and that his wlll.lugnesa to sustain casualtics has
significantly deciined, at lozst for the time being. -

22. I am glad to report that Thieu has appointed new comnxaﬁcl’ers_
for the 5ih and 18th ARVN Divisions operating in m Corpa; ‘Ihls"‘i
1s somethiog for which General Abra.mg and l_l;ave!.ong been -
pressing. S 1‘- ‘ |
23. I ecnt 2 message on Anguat 14 (Saigﬁﬁ 16371) on the omin;us
recent developments in Laos, where the‘North Victnamese forces
have becen cxtending thelr control toward.tht-z'tv.-o capitalz and the
Thai border. Most Vietnamese, precccupiced with domeatic-
problems, have g0 far only noted f.hase unfavorable developments.‘ =
but gorme of the loaders are vow beginniag to cast nervous glances ' .- -, e
toward Laos, If the North Vietnamese continue to push in Lios,

to ihe point whkore the Laotian Goverament is threateved, thsre

w!é be the greatesl anxiety here and that concern will develop
Draiius by Approviog ..l?mn
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very quickly.

C. PACIFICATION

24. The first menth of Phase Ii of the 1969 pacification plan,
while showing no startling {nnovations or developments, was
marked by contiveed steadﬁ- prggr'eaa. The cnemf. despite
ceriain cajﬁurad dircctives to the ';LMrary. geemed to considar
pacification & less desirable target thén U.S. and ARVN military
forces. As a result, jimprovement ahd:wn by the_ at_'_atisuca.l
indichtors wanp confirmed on the ground in tar'ma o.f ncw ayeas |
openad up, the reiurn of more refugess to théir abandoncd homes,
coutiaaed high Chieu Hoi rates, implemantation of the Village
$eli Devalopment program, and a.- rush toward recruitment of the
additional Popular Forces autborized ﬁy the GVYN, The fotal |

nuxbar of ralliers {returnees) as of the end of July passecd tho

otal of the lazt yord, and es of this writing it is approaching

30, 000.
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25. The recruitment of territorlal sccurity forces 8 way
ahead of scheduie. Two-hundred seventy-cight additional
RYF ceropanies have become operational so far, and 6! the
863 new E¥F platoons no less than 757 were recruited by the

N
second week ofAugust, and 531 were already in treining

campse wb.ich.are crowded to capacity. Expansion of the
police i3 moving Eorwe;rd, and.‘operational reounits of the .
police alra ii’nprovet!n The Fhoenix campaikn. oz the other -
hand, coniinued to lag, with the latest operational figures

{foz Junc) showlng a olight drop from the previous month,

This is aitribaicd to saveral factora: Seneiivity of local
officiale to Nationsl Aesembly and press criticism of the
summary charactor of Hzoen:‘:x- operationa, overcrowded
dstaﬁﬁan facilitice, legal and bureaucratic p}oblem's in
scntencing members of the infrastyucture, and soms reluctance

of local officials to atteck the VCI in the erpectation that those

civilian enemy parsconcl might coon be ailowed to oparete
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legally if Thieu's proposals were accepted. -
26... A8 the last item undor this heading, 1 should say & word
wh.'tch

about the new village Self Development Program (‘VSD).

ameont aid direct to the v:l!ages
This picked up speed after a -

funncls gover

on local ;mprovzment projects.

rot c:ountrywl.de statistics (end-June) indie

slow start. The fi

that 400, 000 families were involved in VSD groupﬂ. Ths

ns to VBD pro;ectn amounted

e cornmismone T2

cated
people’e cash coatributio to 70 : o
million plasters. Signiﬁca.nﬂ.y. 1, 545 vﬂlag

(out of about 2,000 villages) bave received checkbooks, 2 step_

which helps move tpward local contrel over local

£. ECONOMIC

27. We can be plcased. 1 thiok, that we havo so far managed

etpaincse to keep {nflation withia acceptable

(s you kiow, during the

to Lelp the Vi

btounds, roughly 30 percent a yeal.

Koroan war inflation {n that countsy wad 2s

the importaice of bolding and extending
Cenbiad & Appeovizg Oaan
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in the pacification context, it is im;erative‘that Qa conh.nue N |
this successful policy. So Iar thia year th.i.ngn have oot gone :
bedly, scd by the end of August prices will ha anly about 14 Y
poercent higher then in Jamary; bnt during thrae oi tha Iaat
four weehs prices have been rising at tha rate of a r..bcnt one  '
pereent 3 wesk, Nevarl'he}ena I thizk we can hold the rise to
30 percent by the ord of the ye;r.. The‘i;égl c.funqh_wlll comé_' |
next year, for ao the South Vietoamese e:pand ther.r forc_esl-jf
ani takeo up more of the hdrdeﬁ, govetﬁni_éﬁt _expe.nattu raﬁ will
rizc very sharply and they will need to raise moze revenue

and will need incrossed economic assistance from us, as well,
to avoid & dangorcus price inflation, ng are wﬁrking on th-i_a
problem asd will heva detailed reccmm;;;dat_ions on how to deal

with it,

F. CONCLUSIOWNM

23. The leng angd dolicate negotiaions over goverament re=

.;.E o froats 1 d
A kave caused 2 letdown an ﬂnme; yoals and delaye
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some decisions, perhaps chiefly fn the economic area.

29. Yetin othor areas, impi-cvemant and progresas can be | :
nated: | |
- in equipment and tra.tn!.ng of the thnameue Armed
Forces and their improving pertormance, o c - -
- in the build-up of tho territorial forces. esaentisl ¢o -
fAecurity;
= in the expansion acd the i.m.proving quauty nf sacunty
in the raral arean; ' - R o , -
 in training in local goverm:nlent and the aasignmeni oi
incroasing responsibility ¢o hamlet and v:uage admlmstrat:.ons.
= in increasing agr!cnltuul production a:nd improvement
in the economic status of the iarmcr. f |
= politically in the crautian ofa govai:nmmt mjority‘ in _- ' m
both Houses of the Aspembly and Thicu's moves to broaden the 5 .,-  .

government and to organize it for more effective performagce. | o
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30. There bave been developments with a negative side as

well:

- infiationary pressures have conﬂnued ta bmld up and
pxicen which had been stable for many monthe have also ai.a:ted o |
to climb; | |

= progress ia getting at the infrestructure has been dis~" |
appolnlings R | | |

- progresa in getting at ccrruption han nat huen as great .
28 Hpoag hoped for when ha took office; _7 LY ' .

- there aro deficiencies in m.ilit.ary leadership in both
quantity and quailiy at the oft'i.c_er and n.o.n-cc.mnniaaioned
cfilcer level; | - |

- land refozm logiclation has run into difficulties in the -
Lower House and it will fake a major e£f§¢ by 'Ihiéu to sccure
2 sstinfactory bill. |

31. These and cther short comings vill noed attention. On

L fau b‘ Wm g;ﬁm
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balance, however, I think it is fair to say thore bas been

subgtantial progress in manay areas.
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