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HERFYITH MY EIGHTY-NINTY HMESSAGE.

l«. GEKERAL. IN RECENT MOHTHS, 12 HAUE MENTIONED THE ACCUNULATING
ECOLOHIC DIFFICULTIES AS THE MOST PRESSINZ PROBLEM FaCliltG THE
VIETHANESE GOVERMMENT. 1 AWM, THEREFDRE, RELIEVED TO RZPORT

THAT AFTER SEVZRAL_HONTHS OF DIFFICULT NEGUTIATIONS, AG”EEh NT
YAS REACHED ©i' A PRUGRAN OF REFORINS AND THE GOVERNMENT Ha i
BZGUW 1T$ IMPLEMERTATION, A MAJOR UPYARD ADJUSTHEINT HAS B:nn

PADE IR-INTEREST RATES AND NVW IiiPORT PROCEDURES SHOULD PI
INTRODUCED WITHIN A FEY Lh Se & PARALLEL MARKET WILL BE ESTABLISHED
NIRT WEEK WAICH WILL RAISE THE FOREIGN EXCHANGE RATE ON FERSOSAL
PIASTER PURCHASES, CEPTAIN EXPORTS, AED IUVHIBLES FROM 1312 TO £75.
THE PARTIAL DEVALUATION IS A MAJOR STEP OF GREAT IitPORTANCE.

THESE MEASURES VILL BE FOLLOWED SHORTILY BY E5SENTIAL WAGSE

INCRE4SES FOR THE MILITARY AND CIVIL SERYAKTS AHD ADJUSTMENTS

IN THE RICE PRICE TO ELIMINATE SUBSIDIES AHD SPECULATIO!N.
COLLECTION OF TAXES IS BEING PRESSED VITH ENCOURAGING RESIULTS

A'D THE GOVEREMENWT IS PREPARING £ 14X PACKAGE TO BE PRESELTED

TO THE ASSEMBLY. THE DIFFICELTIES TO BE OVERCOME IN THIS WAR-
WEAKEHZD ECONOMY REMAIN VERY GREAT, BUT AN ENCOURAGING START

2. ANOTHER MAJOR STEF IN STRENGTHENING CONSTITUTIONAL GOVERN-

THREE SLATES OF TZi MEMBERS EACHM 70 FILL HALF THE SEATS IN THE
StNATE. WINWER IN FIRST PLACE WaS THE OPPOSITION SLATE BACKED
BY THZ AL QUANG BUDDHIST FACTICH. THIS MARXS THE RETUR# TO THE
CUNSTITUYJONAL ARENA OF THE AN QUANG BUDDHISTS wHO BOYCOITED
THE ELECTIQHS IN 1967. IT IS IMPORTALT, I BELIEVE, THAT THIS
LARZE AND VITAL POLITICAL FORCE FIND .7S EXPRESSION WITHIM THE oy
©GAL SYSTEH AHD THE ELECTION HAS PROVEM THAT THIS IS POSSIBLE. iy

CILITARY ACTIVITY REMAINED AT A LOW LEVEL. THE MAIN ENENY
T CORTIHUZD TO BE IN dORTHERN MILITARY RESICGE 1 AND THE .
A RIGALANDS OF MILITARY REGIOH 2. TERRORISH CORTIHUZIS
{

BOUT THe SANZ HIGM LRVIL.

. IRE =
. o ."_n FRE E{:qpn
Ui L JEE"E

lhh&

-n-.‘-‘--.w -
frad




NN aTW =-
. vli ﬁ)l"(;¥1::?
#E" SATGOM 1LD3kL: D30900Z 0CTa GSECTION 1 OF b} w[NODIS}

4, THE REDEGED EMPNASIS uUH PACIFICATION ALD THE f.CCELERATED
FROGRAM LAUKCHED IN JUNE SHOWED VARIED RESULTS, BUT WVITH AN

:  OVE#ALL TRERD TOWARD BETTER SECURITY, BETTCR LOCAL GOVERWMERT,
‘ ~ AND HCRE LOCAL ECOWHOMIC DEVELOPRERT.

5., THE LAMD-TO-THE-TILLER PROGRAN WAS FORWALLY LAURCHED AT

THE END OF AUGUST WHEN PRESIDENT THIEU DISTRIBUTED 643 TITLES
I¥ BAC LIEU AND KIEW GIANG PROVINCES. COMPE#SATIOH OF LANDLORDS
VILL BEGIN SHORTLY. MORE THAN 2,869 LOCAL OFFICIALS HAVE BEEHN
SPECTALLY TRAINED TO CARRY OUT THE LAY AND THEY ARE KOW GOING
Y0 WORK YW THE COUHTRYSIDE. '

6. 1 THINK THAT THERE CAN BE DETECTED ANOHG THOUGHTFUL AND.
POLITICALLY ACTIVE VIETHAMESE A SENSE OF RISIKG ANTICIPATION
COnRCERNING POSSIBLE DEVELOPHENTS 05 THE HECOTIATING FRONT,
INTEREST IN T#HE PEACE ISSUE IS FIUDING EXPRESSION 1IN A HUMBER
OF DIFFERENT WAYS AWD THERE IS REGLEWED COLCERH HERE THAT WORLD
OPIHION SHCULD UNDERSTAND SOUTH VIET~-HAK'S POSITION. PRESIDERT
THILU KAS FREQUENTLY REITERATED HIS POSITION O# THE SUBJECT,
STRESSING HIS OPPOSITION TO COALITION WITH THE COWMNUMISTS,

AND A LARGE GROUP OF LEADERS OF MANY PERSUASIONS HAVE HWOW

F PUELICLY ENDORSED THIS STAWD.

7. ECONCIIC REFORM: A BEGINNING. A REVISED VERSION OF THE
GOVERLFENT'S PROGRAM LAY WAS APPROVED BY THE WATICHAL ASSENBLY

2 W SEPTEMRER 29. AS AMNEUDED BY THE SENATE AND PASSED BY THE

LOYER MOUSE, THE LAY GRANTS THE PRESIDENT LIMITED DECREE POWERS
70 ESTASLISKR A PARELLAL MARKET FOR EXPORTS, SOME INPORTS, AND

‘ IYVISIGLE TRANSACTIONS, INCLUDING PERSOHAL PURCHASES BY AMERICALS
: AND OTHER FOREIGHERS HERE. I 1S EXPECTED THAT THE NEW RATE FOR
THE PIASTER WILL BE ESTABLISHED AT 275 TO THE DOLLAR.

: 8. THE PREPLRATORY MOVES, ESPECIALLY COMSIDERATIOH OF THE
' PROSRAIY LAY IN THE LEGISLATURE, WERE A LORG 'AND FAINFUL PROCESS.
THE DZLAY REPRESENTED IN PART THE COST OF FOLLOWING THE CCURSE
OF REPRESENTATIVE GOVERBMENT, BUT IT HAD SOWE IGMEDIATE, A4S
WELL AS LONG RANGE, CGHPEZNSATIOMS; IT DENOLSTRATED THE EXECU-
TIVE'S COMMITSERT TO THE COUSTITUTIORAL PROCESS AND THE DIBATE
SERVED TO PREPARE PUBLIC OPINION FCR THE HARD DECISIONS AXEAD. ~°
A THOUGK ATTRACTING LITTLE PUBLIC NOTICE, A MAJOR UPYARD REVISIOK
OF INTERFEST RATES, PATTERHED ON THE SUCCESSFUL REFORMS IN KOREZA
ABD TAIYAN, ~WAS UNDERTAKEN TuO WECK EARLIER. ITS HAIN PURPOSE
IS TO ATTACT PRIVATE FUUDS INTO SaVINGS BY BRINGING INTEREST
RATES MORE f¥TO LINE WITH THE REAL COSTS OF BORROWING IN AN
INFLATIOHARY ECOUIOHMY. THE PREVICUD, ARTIFICIALLY LOW RATES HAD
NCOUNAGED SPECULATION, PARTICULARLY IN ILPORTS.

9. THE GOVECHMEKT ALSO HAS BIGUN TO OPEH UP IMPORT LICENSING,
COMAODITY Y COMLIODITY, WHILE REQUIRING IMPORTERS TO MAKE
HIizoh ADVANCE REPQZITS IR MOST CTASTS. EARLY RESULTS &RL
PudSISING ALD SHOULD KELP REDUCZI SPECGULATIGI.
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1. MAaNY SERJCUS ECONOMIC HURDLES REMAIN TO BE CLEARED, RUT R
PRESIDENT THIEU IS KOW CLEARLY EMBARKED ON A MAJOR DRIVE 1D R -2

STEM INFLATION, SPECULATION AED HOARDING, &S WILL AS TO.
CORRECT SOHE OF THE MORE GLARING INEQUITIES IM THE ECOHONY.

1 EXPEZCT HIWM TO PROCEZID PROMNFILY WITH THE REMAINDER OF HIS
ECOHONIC PROGRNAM. THIS WilL INCLUDE A LO{G OVERDUE PAY INCREASE
FOR SERVICZrAI AND CIVIL SERVANTS AND REORGANIZATIOH OF THE
RICE TRADE. THE PAY INCREASE FOR GOVERWMENT EMPLOYEES, IN
ADDITION-TO ITS SOCIAL EFFECTS, SHOULD HAVE FAVORABLE REPER-
CUSSIONS ON MORALE IN THE MILITARY AND CIVIL SERVIZE.

- i 1l LOW OFFICIAL RICE PRICES AND COHTROLS ON DISTRIBUTIOLN HAVE
INVITZD CORRUPTION ACD HAVE TENDED TO EXAGGERATE THE DEWMAND FOR

- IMPORTEZD RICE. WE USED THE OCCASICGN OF A NEW PL-48%%3 ASREEMENT

TO PRESS FOR REFORIS AND AFTER LONG NEGOTIATIONS REACHED AGREEMENT
IN LATE AUGUST O SATISFACTORY TERMS. WE BELIEVE THAT THE
LIRERALIZATION OF THE TRADE TO WHICH THE GOVERNGMENT IS NOY
COMIITTED WILL BRING LONG TERM BENEFITS. OME ENCOURAGING SIGHN

- 1S A DECLINE INR THE PRICE OF RICE AFTER HITTING A PEAX IN

12. THZ PERIOD IN WHICH REFORNS BEGIN TD TARE EFFECT, ESPECIALLY
WHEN THE GOVERNMENT AND MILITARY PAY RAISE IS ANNOUMCED, OFFERS
"ANOTHER OPPORTUNITY TO MOVE AGAINST CORRUPTION., 1 PROPOSE TO
DISCUSS THIS PROBLEM WITH PRESIDENT THIEU AGAIN ANDIWILL URGE
HI!t TO INVIGORATE AND GIVE EFFECTIVE SUPPORT TO THIS ESSENTIAL
EFFORT,

15. SEHATE ELECTIONS MARK POLITICAL DEVELOPMENT. THE AUGUST.

3% ELECTION FOR HALF OF THE 6F UPPER HOUSE SEATS WAS CONTESTED
BY 16 SLATES OF 1@ CANDIDATES EACH. WINHERS WERE THE GPPOSITION
qLATE OF VU VAN AU, WHO RAN WITH AN QUANG BUDDHIST SUPPORT;

THE PRO-GOVERKHZNT SLATE OF HUYRK VAR CAD3 AND THE I} DEPE”DLNT
SLATE OF BGUYEN VAN HUYEN. TURN-CUT ¥aS 65.7 PEJFENT OF THE .
RECISTERED VOTERSY, A RESPECTABLE MAJORITY, ESFENIALLY COHSILER.
IRG THE FACT THAT SENATORS 4RE ELECTER AT LARCE AND CANACT
FPrial TO BEFINED LOCAL COFSTLIU"PCILS. DZSPITE WORD PASSLD
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"OTHERWISE, MILITARY ACTIVITY WAS NOTASLY LIGHT, ESPECIALLY 1IN
MNILITARY REGIONS 3 AND 4. THE MAIN EHCHMY THREAT ZONTINUED TO BE
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TO THE MILITARY AND CIVIL ADMINISTRATIOH THAT PRESIDENT THIEU
FAVORED THREE SPECIFIED LISTS, OilLY OHE OF THESE WON, THE ELECTION
WAS, BY CONiiON CONSENT, FAIRLY CORDUCTED.,

14. SONE INDICATIONS OF POLITICAL TRENDS WERE EVIDENT. THE
VARIOUS PRO-GOVERMNMENT SLATES RECEIVEOSAGDOUT HALF THE TOTAL
VOTE; THE OPPOSITIOH AND THE INDEPENDENTS POLLED ABOUT ONE-
FOURTH EACH. RELIGION SEEMS TO HAVE WEIGHED HEAVILY WITH THE
VOTERS, WITH ETHNIC TIES AND PERSONALITIES ALSO IMPORTANT. MO
SLATES CONNECTED TO POLITICAL PARTIES WZRE ANONHG THE WINNERS,
BUT SEVERAL MADE SUFFICIEHTLY GOOD SHOWINGS TO SUSTAIN INTEREST
I POLITICAL ORGAHIZATION, THE ELECTION SERVED TO ENLARGE TH
LOOSELY DEFIKED INDEPERDENT GROUP IN THE SENATE AND LEFT.THE
OPPOSITION AlID PRO-GOVERNMENT GROUPS ABOUT IN BALANCE AS REFORE.
MANY IKDEPEMDENTS GENERALLY SUPFORT THE GOVERHMENT ON ERR
SIGHIFICAKNT IS3UES. ' MR T

15. SHORTLY AFTER THE ELECTIONS, THIEU TOOK A STEP OF CONSIDER-
ABLE PCLITICAL SIGNIFICAHCE., ON SEPTEMBER ©, HE WAS HOST AT
IRDEPENDENCE PALACE TO AN ALL DrY MEETIEG OF THE RECEHTLY ELECTZD
PROVINCIAL COWICILKEN - FIVE-HUNDRED FORTY LOCAL DIGNITARIES AKD
PGLITICIAKS WO ARE IN CLOSE TOUCH WITH THE VOTING PUBLIC.

THIEU AKD- A SELECTION OF SENIOR OFFICIALS USED THE OCCASION FOR
AR EXPOSITION OF MAJOR GOVERNMENT PROGRANS AUD TO EXPLAIM

SOME OF THIEU'S BASIC PHILOSOPHY AND HOPES FOR THE FUTURE. HE
EMPHASIZED ESPECIALLY THE HEED FOR CLOSE COOPERATION BETVEEN

THE PROVINCISL COUNCILS AND VILLAGE GOVERMMENT. THIEU PROPOSES
TO IKVITE PROVINCE CHIEFS AND COUNCIL CHAIRMEN TC RETURN IN
ANOTHER MOITH OR TWO FOR A FORE EATEHSIVE AND INFORMAL SEMINAR.
THE POLITICAL VALUE OF THIS PROCESS 1S GBVIOUS AND IT PROBASLY
REFLECTS THIEU'S INTERTIONS TO RELY ON THE PROVINCIAL ARD VILLAGE
ADMIRISTRATIVE STRUCTURE FOR ELECTION SUPPORT MEXT YEAR.

16, MILITARY ACTIVITY AT A LOW LEVEL. A SLIGHT UPSURGE IN ATTACKS
BY FIRE IN LATE AUGUST AND EARLY SEPTEMBER REFLECTED AN ATTEMPT TO
DISRUPT THE SEWATE ELECTIOHS AND TO MARK COMMUNIST ANHIVERSARIES,

IN NORTHERN-MILITARY REGIONI] AKD THE CENTRAL HIGHLANDS OF T
MILITARY REGION 2, ,
17, A FURTHER TRAHSFER OF COMBAT A D COMBAT SUPPORT CAPASILITIES
HAS ERABLED RVNAF TO FURTHER INHREASE ITS SHARE OF THE WAR )
EFFORT, RCPRESENTATIVE OF THIS ADVANCE WAS AN ORDUANCE DIRECT
SUPPORT COMPANY AND A MARINE BATTALION WHYCH BECAWKE OPERATICNAL
DURING THE PERIOD. ANl ENGIMEER COLSTRUCTION DATTALION, SIXTEEN
155 #li HOWITZER PLATOONS AND TwO KELICOPTER SQUADROMNS BEGAMN
TRALINING; THIRTY-SEVEN ADDITIONAL NAVAL CRAFT WZRE TURNED

GVER, AMD THE VIETNAMESE KAVY ASCUMEDR OPERATIONAL COMMAND ‘OF

ThE E¥TIRE MARKET TIME (PATROLS AGAINST SRAJORNE INFILTRATIOM
INNER BARVIEGL. :
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17, FXFA%NSION IS STILL ACCOMPANIFD BY GROWTH PAINS, REFLECTED
IN TPE SHORTAGE OF COMPETENT LEADERS AMD SXILLED TFCHNICAL
FEXSCMI'EL, THE PROBLEM IS ACUTE IM VIETNaMESE INFANTRY UHITS
%D TN THE AIR FORCE WITH ITS RAPIDLY INCPEASING HELICOPIEP
ASSETS, NMACV 1S WORKIMG WITH THE VITTWAMESE TO RESOLVE THEST
PROPLEMS, .

19, PACIFICATION, PACIFICATION COMTINUTS TO ¥AKE STEADY

THOUGH ¥CDEST PROGRESS, &S AN INDICATION OF THF TROND TO
BETTER SECUPITY, OPINION POLLS SHOW THAT IN WpkY AREAS THE
FRROFLEM OF SECURITY HAS RECEDED IY IMPORTANCE FOR THE ORDINARY
CITIZLY a%D HaS BFEN REPLACED BPY CONCKFRN 2S TO THF EFFECTS OF
INFLATION, 28D RY INTEREST IN VARIOUS PROCRA®S OF LOCAL BETTFR-
MEMT ,

2€. PACIFICATION REMAINS THE M&JCR TARGFET OF THE ENEMY, aMD

HIS GULRRILLA, TERRORIST, A#D POLITICAL ACTIONS ART DESIGNED TO
EXERT PREISSURE ON THE PACIFICATICY PROGRaM, ATTER DROPPING

FPOM THE SURGE IM £PRIL AND MAY ALMOST TO THE LEVELS OF LAST
Yetity, TERRORISH THROUGHOUT THE COUMTRY ONCE AGAIM ROSE AT THE
E!'D CF rL2UST.

21, THE LOW LEVEL OF ENYENY ACTIVITY 1IN MILITARY REGIONS 3 pND .
4 AFFORDS A& SIGNIFICANT OPPORTUMITY TO EXPAND AND STRENGTHENM
PACIFICATION IE THESE AREe&S, THE APPOINTMENT OF GENERAL DZU AS
CUpYOER I MILITARY REGION 2 SHOULD ERING MUCH NFEDED
SINENGTH TG THE PACIFICATION PROCRAM IN “HAT HAS REEN THE
WeAEEST CF THFE FOUR MILITARY REGIONS, GENERAL TRUNG 1S

ALREADY IMRRESSING EVERYONE IN MR &4 WITH HIS ENERGY,
INAGTXATION AND PROFESSIONALISHM,

22, THE SHENY., THE IMfEDIATF BENEFITS TO VIET-NAM OF THE
CaMZ0DIAN OPERATIONS CONTINUS TO BE EVIBENT., FOR THE Tirc EEI
THF FNEMRY HAS N0 CAPABILITY CF THREATEHING MILITARY REGIGY
S EFD A, eT)IVE SemE TINERN HE HaAS BFEN DETERRLD FROM F/h.TINE
FURPTHER FPUESSUIE I8 THE NORTHERM MILITARY PFGIOHS 9Y CCY-

FLICT I DERAMDS I8 SOUTH R% LPOS p\n NORIVELSTERN CAMEOTIe,

1870 OoCT 3 AN 2D 37
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J¥ THESE LATTER AREAS, HE 1S MAKING A MAJOR EFFORT TO
COCSTRUCT A NEW LOGISTIC SYSTEM TG COMPENSATE FOR THE LOSS

OF THZ FORDFR SANCTUARY AREAS AND KOMPONS SOM (SIHANGUKVILLE)
PORT, THE SEJZURE OF LARGE AREAS OF CAM2ONIA REQUIRES FIN TO
PIVART PFERSCNMEL AND RESOURCES FROM VIET-NAM TO SRAENIZE
FOMINISTRATIVE SYSTEMS AMD RAJSF GUERRILLA UNITS, WMILITERY
CPIRATIONS TN TEREF COUMTRIES HAVS ADDED TO HIS PROPLEMS

D {OMMAND AND CONTROL. JT IS CLEAR HE 1S PRFPARING FOR THT
DRY SFASQN CAMPAIGH -- HOVEMRER TO JUNE - 8M) wF EXPFCT M©
WILL MevE HIS MAIN MILITARY EFFORT IN CAMRODIA £HD LAOS,

r

25, I® SOSTH VIET-NaAMN, THE COMMﬁHISTS ARE PURSUING THEIR

TECTICS OF PROTRACTED WARFARE EMPLOYING SM&LL UMIT #TTACKS .- ™
#¥D TERRORISH WHILE TRYING TO REBUILD POLITICAL STRANGTH, THFIZ = ~Xs,
IMMEDTATE TARGET REMAINS THE GOVERNMENT PACIFICATION EFFQRT, o

BUT EXCEPT FOR T40 OR THREE PROVINCES THE ENZMY HAS NOT PEFN
A3LE TO SET BPACK THE PROGRAM.

24, HE ALSO IS REDOUBLIKG HIS EFFORIS TC PENFTRATE URREN PROTEST

BROUPS SUCH AS WaR VETERANS, STUDENTS, AND WMILITANT RUDDHISIS. g
HT MeY PE ACHIEVIKNG SOME MEASURE OF SUCCESS, SSPECIALLY ANOIG i
STUDE “TS,. THERE ARE INDJICATIONS OF COMMUNIST INFLUEKCE AMONG -
THE MILITANT SAIGON STUDENT LEADERS. : f
25, WAR eND PEACE ISSUES. PREOCCUPATION wITH THE PROSPLICT OF ‘>
A PELCE SETTLEMEKT, AND SPECIFICALLY WILH THE TERMS OF SUCH A g

SETTLF4ENT, HeS MOTICEABLY IKCREESED IN VITTNAMESE POLITICAL
CIRCLES DURING THE PAST SEVERAL WEFKS., COMTRIRUTING TO THIS
HEIGHTERDD IRTEREST ERE SUCH DISPARATE DEVELOPMENTS AS THT
DECLYSE I¥ MILITARY ACTIVITY FOLLOWING THE SUCCESSES IN CAY20CDI A
THE FMERGENCL INTO SHARPEK PUSLIC FOCUS OF LHE PARIS TALKS WITH
THE RETURY OF XUAN THUY, MADEME BIKH'S PROPCS2ALS, AND NEVW

CALLE FCR A CEASE-FIRE.

2k, HEDIFFSTETIONS OF THE FREOCCUPATICON INCLUDED A WFLL-PREP2RTH
GPZt LETTER TO THE AMERICAYN PEOPLT PRFFARED RY A KUMBFR OF X L
DISTIMGUISHED LFADERS IN A¥D QUI OF GOVERNWEXT CALLING FOW s
PERSTVIRa"CE T RESISTAMCE TO COYMUYIST 203RFSSSION 2un N
OFPGIITIO! TO A COPLITION, THIT 15 BEIKC CIFCULATED PIELICLY
F0R SICLATURES A%D HES eTTRSCIEZD YINCSFRTAD SUPPORT. ON THE
OTFsR SILZ OF THE SPECTRUM, &4 SYALL GROUP OF YSUNR OPPESITINN.
DEPUTIES LED«BY DGO CONG DUC. HAS DROUGSHT FORTH & PEFGE PLAN
CALLI™G FCR p "PROVISICHLL EOVERYENT® TO HOLD ELECTIONS. THIS
MOVE 1S EVOYED SHERP ADVERSE RTACTION FOR EFING SO CLOSY TO
THE COALITION FORMUDLATION OF THE CO@MI%ISTS, PRESIDNENT THIEY
MUTINUIS TO SPRAY, OUT AG2IYST COALITIOYN AND WARNS SGAINST
JLL-TRNCEINTA NTACE PLANS, .
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“7. %0 DOURT WF SHALL SEE HMORE OF “THIS SORT OF THING $S
VIETPFANIZATION PROGRESSES AND WORF PEOPLE PEGIN TO SEE
FROSPECTS FOR PEACE. PLOYS RY THE OTHER SIDE, SUCH £5 MADANE
BINE®E "FLATORATIONS™ OF SEPTEMBER 17, ST MULATFE LOCAL REACTIONS:
TAEY ARE DESIGHED IN PART FOR THIS VERY PURPOSE £S SHOUE BY
REPCLTS OF ELARORATE ADVANCE DIRECTIVES TO LOCAL COMNUNIST
_CADRE CRUERING THEN TO SUPPGRT AND DISSEMINATE THE RiInH
SIATENYNT. CONVERSELY, THE GROWINS SENSE OF SECURITY IN SOUT
VOET-al EMBROLDEINS THE HAIVE AND THE OPPORTUNIST TO ESPCUSE
VASUE SCHREMES FOR INSTANT PEACE THAT aPPEAL TO AR WESRINTSS - .
AND COULD SERVE ALSO TO ADVANCE THME POLITICAL aMEITIONMS NF THE
FROPCSER, .
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28, ANOTHER PERCEPTIBLE STRAIN 1S CONCERN OVER THE STATE OF
PUBLIC ULDERSTAHDING AND SUPFORT FOR SOUTH VIET-NAN'S CAUSE.
AS THE POSSIBILITY OF A CEASE-FIRE COMES MORE AND MORE UNDER
DISCUSSIOH THOUGHTFUL VIETNAMESE ARE LOOKING AHEAD TO THE
P?OaPhCT OF A POLITICAL SHOwDOWN, THEY FEAR BEING DRAWN

IRTO DARGEROUS POLITICAL CONCESSIONS AS THE PRICE OF A CEASE~
FIRE. AS THEY OBSERVE THE VAR RECEPTION GIVEN MADAME BINM
IN I8DYA AND AT LUSAKA, THE UNRELENTIKG PROPAGANDA EMANATING
'FROM THE COMMUNIST SIDE AT PARIS AND THE SEEMINGLY UHFAIR
CRITICISH OF THE GVN IN AMERICA, THEY FEAR THEIR OWH VOICE
IS NOT BEING SUFFICIEMNTLY HEARD. 1O DOURBT FOREIGH MINISTER
LAM WAS IMPELLED BY THIS CONCERN AS HE MADE HIS ROUNDS AT
THE UNITED NATIONS, MOREOVER, I SUSPECT THAT MUCH OF THE
SYMPATHY EXPRSSED HERE FOR VICE PRESIDERT KY'S UNFORTUXATER
AND ILL-CONCEIVED PLANS TO ADDRESS THE IMCINTYRE RALLY REFLECTED
THE HEIGHTENELC CONCERN THAT SOUTH VIAT~NAM IS LOSING GROUHDR
IN THE PROPAGAHDA BATTLE.

25. CONCLUSION, SOME EVIDENCE OF THE STEADY PROGRESS 1IN
PACIFICATION AMD THE GOVERNMENT'S EFFORTS TO CONSOLIDATE THE
GAINS 1S DEMONSTRATED BY THE FACT THAT FOR MORE AND MORE ORDINARY
CITIZENS THE PROBLEH OF FGNU

NTY HAS RECEDED AND HAS BEEWN
REPLACED BY CONCERN FOR THE EFFECTS OF INFLATION AED ECONONIC
PRO3BLENS. MOVES WHICH THE COVERRMEINT HAS TAKE# AND WILL A
PUT INTO EFFECYT IN THE IMMEDIATE FUTURE WILL GO A LONUG WATY TO .
CORRECT SOME FULDAMIDNTAL UVEAKNEGSSES OF THEZ ECONOMY AND AR
ECONOMIC INSTITUTIONS, THE VIETHAMESE GOVERKMEWT ITSELF, -
HOUrVER, DOES KOT HAVE THE MEARS OR THE RESOURCES TO DEAL
¥ITH ItCQEASED COSTS TO 1T OF VIETKANIZATION WITHOUT INCREASED

ASSISTANCE FROM US, WE SHALL BEED TO BEAR IH KIND THAT AS e
g F"'ﬁf-'Pl OV s kT PROCEEDR [h"ﬂ gua Iy f‘l’?l:"i'l"“'i'fﬁ £0€TS DE PDFAC-

.

COSTS TO THE VI E'ﬂ fLSE ECORCAY ARE RISING. WHILE THE INCRE 1
IS OULY A FRACTION OF THE SAVINGS TO US, ADCITIGHAL PS IS:A\L‘
YO ENATLE THE VL T SUPFORT THE ALDED LCAD 1S ESSENTIAL ¥
VIZTWaN,Z47I08 IS 70 EUCCEED.
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Sf. AGRICULTURAL PRODUCTICN AND -INDUSTRIAL ACTIVITY IS ON THE
UPS¥ING. PLANTINGS OF NEW VARIEYIES. OF RICE WILL PROBABLY
EXCELL GOALS A#D SELF-SUFFICIERCY SHOULD BE ACHIEVED IW 1971,
PRODUCTION OF PROTEIN, ESPECIALLY FORK, POULTRY, AND FISH, IS
STEADILY JIWCREASTKG, THE INDUSTRIAL SECTOR IS ELOYLY, BUT
STEADILY-FXPAKDING, '

Si. iT 15 CLEA%, 1 THINK, THAT THE RATUKE OF THE MILITARY
SITUAT10N HAS CHANGED AND WILL REQUIRE A NEY APPROACH BY

OUit SIDE. THE SITUATION IN LAOS ARD CAMBODIA HAS GIVEN .-
il DIFENSTONS TO THE ENENY'S THREAT ALD CREATED del PROELENS,
BUT 1T ALSO LINITS HIS CAPABILITIES AND OPTIONS WITH RESPZCT

TO SOUTH VIET-NAMl. WITHIN SOUTH VIET-¥AM, THE ERENY HAS

CLEARLY TURNED TO A POLICY OF PROTRACTED YAR EMPLOYING SiALL
UNIT OPERATIONS, TERORISHM, SAPPER ACTIVITY, AUD EFFORTS AT
PCLITICAL PENETRATION. A SU3SSTANTIAL PART OF HIS RESOURCES IS
NOW TIED DOWRN IN LAOS AKD CAMBODIA AND HUCK OF HIS EFFORI HAS
BEEN DIVERTED TO THE.DEVELOPMEHNT OF A NEW LOGISTICAL SYSTEM,

IT SEEMS PROSADLE THAT IN THE COYING DRY SEASOH HE WILL DEVOTE
A HAJOR PART OF HIS EFFORT TO CANBODIA WHILE HE ATTEMPTS TO
INCREASE FRESSURE OH LAOS, DEVELOPHENTS IN THESE TWO COUNTRIES,
ESPLCIALLY IN CAMBODIA, WILL, THEREFORE, HAVE A CRITICAL BE4RIG
Od THE SITUATION IN SOUTH VIET~HNAH,

32. THE STEADY IMPROVEMENT IN THE EQUIPMENT, TRAINIKG; AND
PERFOREGANCE OF THE SOUTH VIETNAMESE MILITARY FORCES IS CAUSE
Zoy

FOR EHCOURAGEMENT. THE PROZRESS WE EXPECT ON THE ECONOMIC FRONT
WILL STRENGTHEN THE TRERD TOWARD MORE EFFECTIVE GOVERNMNENT

Il THIS FIELD AS WELL; THERE STILL REMAIN THE PROBLEMS OF
‘CORRUPTION, THE SPECIAL PRIVILEGES OF THE FEW, AND INEQUALITIES.. .
It THE DISTRIBUTION OF SACRIFICES AND BENEFITS WITH YHICH THE
GOVERRIELT MUST GRAPPLE. EFFORTS #UST BE MADE TO CREATE A
SITUATION IN WHICH REASONABLE SOCIAL JUSTICE PREVAILS. 1 EBELIEVE
THIS MAY WELL BE THE VITAL FaCTOR IN DETERMINING THE OU7CcOME

GF THE STRUGGLE WITH THE COM{UNISTS. : :
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