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A REPORT
to

THE PRESIDENT OF THE REPUBLIC OF VIETNAM

Mr. President:

As your term of office as President begins, the entire
Post-war Planning Group wishes to offer you its most sincere congra-
tulations.

While the work of our Group will not be completed
before the end of 1969, we feel it incumbent upon us to inform you of
the first conclusions we have reached. This report, naturally, is a
preliminary and not a final one.

It is presented in four parts:

I. The organisation and program of the Post-war
Planning Group.

II. General observations on Post-war problems.
III. The findings, in summary form, of the enquiries

we made in 1967 into the aspirations and resources
of the rural areas.

IV. Our recommendations concerning certain action

programs which might be initiated in the period
1968-1971,
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PART I

ORGANISATION AND FPROGRAM

A. ORGANISATION.

By the Chief of the Central Executive Committee's Memorandum
088/SVVI/HP/UV of February 2, 1967, we were awarded the honor of organiging
and directing a group of speclialists to be known as the "posf-war Planning
Group". The function of this group was "to undertake, in cooperation with
American specialists, any studies necessary for the design of measures,
programs and projects required to develop our economy and to stabilize our
goclety in the post-war period, and to make recommendations concerning them
to the Government."

The decision t§ plan for the period following the end of hosti-
lities originated in an agreement between the Governments of Vietnam and
the United Staies during the Manila Conference of 1966,

On the American side the task was assigned to Development and
Resources Corporation, led by Mr., David E., Lilienthal, and 1s being carried
out under the terms of a three-year contract between the Corporation and
the United States Govermment.

On the Vietnamese side the task is being undertaken neither by a
private company (such as Development and Resources Corporation) nor by a
govermmental agency, but by a group of private citlzens whom we have gathered

together for this purpose.




The activities of the Post-war Planning Group have been sustained
by the Govermments of Vietnam an:i the United States as follows:

1. The Government of Vietnam has provided us with office premises
in & building at 128, Hong Thap Tu Street. US.&Iﬁ has provided us with all
office furniture and equipment,

2, For the year 1967 the group has been given a budget of $VNL4
millions under the Uuited States aid chapter of the national budget and in
accordance with a Program Agreement betweeﬁ the two Governments., The
source of thls money is the Special Fund, and cur expenditures are governed
by the procedures normally applicable to the Special Fund.

The Vietnsmese Postewar Planning Group is carrying out its work
in the same three~vear roxicl ag thet assigned to Development and Resource
Corporation. |

Datalled diovvssioras ware held tetween us and Mr. David E.

Ui

Lilienthal, during big Tivst wisit to Vietnem last February and agsin in

the course of the summ!i cunflerence et Guam. We agreed that the technical
and administrative work ¢f the Planning Group would be substantially carried
out by the Vietnamese members, and that the numbers of American specialists
cooperating with us should be limited. Scme American specialists would be

| ~ resident in Vietnam, but others would visit Vietnam, for a few months at a
time, &8 the nseds of ths work demanded.

In the last eight months the anumber of American members of the
group present in Vietnsam has nsver exceeded 10. Vietnamess members presenily
number 55, comsisting of 12 men of professional status, 38 resesrch assistzints
and an administrative staff of 5. Only 12 of our Vietnsmese members are fuil

time workers, the remsinder giving only part time services. The group is not,
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of course, a permanent Govermment agency, and cannﬁt therefore offer its
staff the privileges and benefitus wi:ich pertain to members of the public
services, Moreover the salaries we have been able to pay have been inferio:
to the salaries payable in U,S. Covermment agencies and in private business.
OQur recourse has been to invite faculty members from the Universities and |
Technological Institutes, and to pay them for their services 6n an hourly
basis, |

Where special large scale surveys have been necessary we have
recruited university students, for periods of from cne to two Qonths; as
research assistants. As an example, last August and September we recruited
120 students from the Universities of :Saigon and Dalat to investigate the
popular needs and the resources of 576 villages in the rural areas.

B. PROGCRAM OF WORK. ”

After eight months: of working together and freely exchanging our}
ideas, the American and Vietnamese members of the group have reached a
unsnimous conclusion, It is that in order to serve the needs of the prescut
situation we must interpret the term “post;war planning" in the broadest
posgible sense.

Since we do not know what the intentions of our adversaries may be,
ve cannot pin all owr hopes on an early end to the war by means of a nego-
tiated settlement. And even if we succeed in starting negotiations we should
not hope that final agreements will be quickly reached. Our experience after
the Geneva'Agraements indicetes that even after the war has come formally t-
an end we may still be attacked clandestinely by acts of terrorism, sabouz

and ambush,




In these circumstances it seems most sensible for us to pursue
our plans for economic development and the stabilization of our society
in the relatively secure areas, in the cities and in those places where
Village Councils have been popularly elected. In areas such as these, as
far as economic development is cohcarned, we kahould consider that the
"nost-war" period has already begun.

Then in some cases our "post-war" problems are associated with
existing wvar-time ones. An example is the situation of the refugees. |
Wherever military operations are undertaken to clear an area from the
Viet Cong, there i1s an inevitable movement, sometimes of thousands )of
people, to other places., The relief of displaced persons is an obvious
var-time and temporary problei; but their pamanent resettlement, after a
year or so, and whether it occurs of their own efforts or with the guldance
of the Govermment, is definitely e poat-war. problem, one that is closely
related to long-term economic development.,

The reconstruction of the rural areas is another example.

Essentially this seems to be a problem for the post-war period,_‘

and pfforts at reconstruction such have been attempted already have often

met with violent sabotage at the hands of the Viet Cong, Rural reconstruction
today consequently assumes thé character of an effort at pacification, under-
taken while a very brutal war is still raging.

The post-war Planning Group recognizes that existing governmental
agencies bear the main responsibility for the implementetion of development
programs, and that its own respongibilities must therefore be limited ones.
Indeed, it is incepable of assuming ail the manifold functions assigned, 7~

instance, to a Ministry or Directorate~General of Planning. Its concern is
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purely with long-term development; and if it suggests early implementation
of certain projects it is because of the close association of such projects
vith the long-term prospects for economic development,

The Group therefore intends:

(a) In the first place to set up strategles for 8evalopmant, in
agriculture, in industry, and in the modernization of the infrastructure,
such as can be applied over the next 15 to 20 years. In order for it to
perform this function properly, a wide variety of basic 1nv;stigations will
have to be undertaken first - for instance enquires as to what the people
of our villages really want and the resources they possess to achieve their
aspirations; studies of the infrastructure: surveys of agricultural and
industrial potentials, and of capital-output ratios in different sectors
of the economy; and studies of the differing development possibilities in
reglons as diverse as the central lowlands, the central highlands, and the
western provinces of the South,

(b) In the second place, to study those immediate problema which
are capable of affecting the economy in the long-run and to recommend actions
to deal with them, Examples of such problems include the refugees, the
productive use of labor and installations surplus to militar? needs, sta-
bilization of the currency, compensation for war damage, etc.

Three years is clearly insufficient time to study all and every
conceivable post-war problem in depth, and so comprehensive a function is

not within the Post-war Planning Group's ambitions.
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PART 11
GENERAL OBSERVATIONS CONCERNING THE POSTWAR
ECONOMIC SITUATION

PART A. Analaysisvof the present economic situation of Vietnam.

I. There could be no better demonstration of the effgct‘af politics
on an economy than the present situation of Vietnam.

After the Geneva Agreements of 1954, economic and social policies
in 1955-56 were directed ﬁainly to settling refugees from North Vietnam in
uninhabited areas of the South. Owing in part to foreign aid and ip part
to increased productivity within these areas, there was a subgtantial in-
crease in national income., 1In this early period of our independence, the
activities of the Viet Cong were still relatively limited and had mo harmful
effects on the economy, From 1956 to 1963-64 the destructive activities of
the Viet Copg continued to be 6n a small scale, and the Govermment of the
Republic éf Viatnam succeeded in building an impressive number of agricul-
tural and industrial establishments., As a result, the economy steadily
expanded, National income‘was 69 billion piasters in 1956 (as compared to
64 billion piasters in 1955), and rose to 101 billion in 1963 and to 115
billion in 1964 - valued at current market prices.

In this period the price Index increased by a moderate twenty per
cent, so real income increased by forty per cent within that period (four
per cent per year). Economic growth at this time did not, however, result
in a substantial improvement in standards of living, being largely offset by
an increase in population. Since 1964, in a period of three years, this
economic progress has been drastically disturbed by the intensification

of the war,




The war in Vietnam is entirely different from previous wars and
we should not expect there to be any comparison between its economic
‘effects and those which could be deduced from other conflicts. Because
the war is so different, post-war economic probléms will differ from those 
encountered by Europe, Japan, or Korea, Our war is a peopleswar, its
character that of guerilla action and insurgency. It originated in the
countryside and uses the countryside as its base in an attempt to isolate
the urban areas. The target of political and military forces on both sides
. is the peasant. As the war increases in severity, it is the countryside
which bears an ever increasing part of the burden - in its labor force, its
economy, its social fabriec., The displacement of millions of farmers from
their homes and the resulting decrease in agricultural production are.
inevitable results of this special kind of war.

Yince 1964, the increased numbers and activity of the Allied Forces
have completely transformed the economic and social structure of Vietnam. 1In
fact, despite the decline of exports from US$ 83.3 million in 1963 and
US$ 48 million in 1964 to $39 million in 1965 and $21.4 million in 1966 and
despite a marked decrease in production in the agriecultural and industrial
sectors, national income has substantially increased. From the records of
the National Bank of Vietnam and the studies of Mr. H. Lubell, national
income is estimated to have increased from 145 billion piasters in 1965 to
246 piasters in 1966 at current market prices.

The presence of Allied troops, which have increased from 20,000
in 1963 to 700,000 in 1967, has brought about a boom in the economy of

Vietnam. The nature of this boom is not the same as that experienced




in Europe and Japan, although all sich booms have some characteristics in
common = those resultiing from the injection of mdney from overseas into a
local economy. Large numbers of troops have generated unusual prosperity

in areas adjacent to their bases and in the cities.. The economy of Vietnam
may be said to have reached the full employment level. This is an artificial
situation, arising from wartime manpower demands and from the deﬁands for
services of other countries' nationals temporarily living in Vietnam. Whether
full employment is short term or medium term, its pressure is strongly infla-
tionary,

Economic reform measures in recent years have been responsive to
this temporary situation, and we can discern in the existing economy three
clearly distinguishable sectors:

1) A sector created by the war;
2) A sector developed by the war;
3) A sector depreased by the war.

1. The sector created by the war,

This sector includes all economic activities directly related
to the presence of allied forces on Vietnamese battlefields. Its principal
characteristic is that it has been created by the presence of allied forces
and that it would vanish if allied forces withdrew. The great majority of
the allied forces are Americans, and the expenditures are from U, S, defense
funds; and the sector can now be conveniently described as fhe "American sector'.

Geographically the "American sector" extends to wherever allied
troops are posted, It is the most prosperous sector of our present economy,
the extent of this prospefity depending on the number of troops involved and

the size and number of the installations created in order to fight the war.




It 18 this sector which receives the flow of money from overseas into the
Vietnam economy, and in turn injects that mbney into the ecounomic veins of the
nation. Expenditures by Allied forces, and by All;ed contractors and civilianz
providing services for the military provide an accurate méasufe of the sector's
importance, In additicn to direct expenditures, there are large imports of goods
(P.X. for example) for military consumption, and thes2 too have generated income
" for a large section of our populatio;.

From official publications of the National Bank of Vietnam concerning
exchanges of U, §. dollars and Vietnamese piasters, the amount of MPC exchanged

for the Army is:

October to December 1965: - 21.7 million MPC valued at 2.56VN$
1966: - 100,156,100 MPC valued at
11,814,080,000VNS
January to October 1967: - 91,820,000 MPC valued at
' 10,834,760,000VNS

Expenditures in Vietnamese plasters by American military establishments in
1965 was 5.661 billions; In 1966, in addition to the 100 million MPC menticned
above, U. S. public agencies exchanged US$260.29 million at the official
exchange rate of VN$72.7 and 80, i.e, VN$18.8 billion. Up to the 15th of
October 1967, the U, S. Embassy had exchanged US$127.5 for VNS$10.2 at the rate
of VN$80 = USSI.

In addition, American contractors operating in Vietnam have put substantial
sums into the Vietnamese economy. From 1964 to the end of May 1967, the cost
of military projects including, for instance, airpérts, ports, public buildings,
and roads totalled VN$90 billion, The salaries of the Vietnamese employees of
the prime contractor, RMK/BRJ, alone reached over VN$4 billiéns in the first ten

months of 1967,




We have discussed so fér only injections of money into the Vietnamese
_economy by the American\sector in the form of salaries to employees and payment
for services provided, Ve bhouldvadd to this individual spending by American
and other allied civilian and military personnel, and ;he cost of imports of
goods by way of commercial aid and for P.X. provisions in order to obtain a
true idea of the very important vole the American sector is playing.

Many foreigners spend’pact of their income by exchanging U. S, dollars
for V. N. pilasters on the black market, Although the MPC rate has been fixed,
the black market will always exist because there 1is a large difference between
the official rate of VN$118 and the black market rate of VN$145, and also
because of the special purchasing power of green and red dollars - their
usefulness in purchasing low-priced P,X. goods.

Commercial Import and Food for Peace programs are continually expanding -
from US$121.7 million in 1962 to US$135.2 million in 1963, US$187.4 million
in 1964, US$291.1 million in 1965 and US$414,7 million in 1966. (It is much
reduced in 1967.) In the monetary sector, the increase in aid is not greatly
‘different in its effegts from the purchases of Vietnamese currency, because
the amount of Vietnamese piasters generated is put into circulation mainly
through the machinery of the national budget. Goods 1mp§rted through A.1.D,
financing and GVN financing (a great part of the foreign exchange for which
is acquired by selling VN piasters) together with leakages of goods from the
P. X. counteract to a large extent the huge flows of money thrown into

circulation, and therefore reduce in part the inflationaty pressure,
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Such imports are mostly aimed at satisfying the demand for
consumer goods, not at capital investment in the economy; the policy
of importing consumer goods will achieve its object of reducing infla-
tion and raisi:g the standard of living of people in the monetary sector
(as opposed to[n:n-monetary sector), but it will not assist the economy
of Vietnam to equip itself to cope with unemployment when the war stops,
or to maintain present standards of living and promote sound economic
development when peace is restored.

This analysis of the American sector, although unsophisticated,
at least demonstrates the great importance of the sector in the present
economy of the country, The income it generates, through civilian, mili-
tary and contractor organizations, or through the Government's budget,
18 now about 20% of the total national income of Vietnam., This primary
income in turn generates secondary income, so that overall the sector
may embrace almost half of our economic activities. If, for any reason,
activities jn this sector are reduced, there will certainly be a series
of effects gapable of doing serious damage to, perhaps paralyzing, the
country's economic life.

The extent of the sector's influence can also be demonstrated

oyl
by an examination of its demands on available manpower.\?ﬁﬁéil 1965, the
number of wprkers occupied in the sector was a negligible proportion of

the total labor force. The following table gives the numbers of workers

employed by U, S, military and civilian sectors and by American contractor

organizations since 1964:




1964 1965 1966 , Jan, - June 1967
Military 2,910 13,600 80,692
Civilian 1,400 1,600 2,562
Contractor 3,300 36,400 1,126 (private construction) 2,429 (private)

57,488 (military comstruce~ 44,702 (military)
tion)

Total 7,610 51,600 141,868 - T132,712
Thus, the number of employees in contracting organizatioﬁs fell by 13,000
between June,1966 ,and June,1967, while there was an increase of 4,000 in
other eéctors‘, giving an overall decrease of 9,000 employees in the period
under consideration. The decreme occurred because of the completion of
many contracts for military construction, There will be further decreases in
the near future, and these will present difficult problems of an economic and
social character; most of the contractors' employees are Vietnamese, who will
continue to reside here, while the foreign workers (Koreans, Philippinos,
Japanese, and Thais) will be repatriated when the contracts expire.

We must also consider the number of Vietnamese people and their
employees, who depend, in one way or another, on the U, S. commercial imports,
goods illegally acquired from P, X.'s, and the presence of the Allied troops.

Services supplied by Vietnamese contractors and individuals are
various, including building construction, supplies, and others. Non-Vietnamese
allied personnel have high, even, by our standards, luxurious standards of
living, and supplying services to them has been very profitable for Vietnamese
contractors. Those who have become wealthy in the past two years have gene-
rally done so by working as contractors in the American sector. It would be
difficult to determine their number, for very few of them operate under

licenses, and the majority have no legal standing.
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Obviously the individual families who collect rubbish from
Americam homes, 4o their laundry, or provide transportation, etc., are
unlicensed, Eaéh contractor will either engage people to work directly
for him, or will make subcontracts with other families.

However, an examination of deposits with Saigon, Cholon and
other City banks will provide a general id=a of the important role played
by Vietnamese contiractors in this sector, In the S5aigon-Cholon area,bank
deposits have risen from‘VN$ 8 billions in 1964 to VN$ 30 billions in
September 1967, most of the increase originating in the profits of the
newly rich contractors. 1In other cities where allied troops are based
and banking facilities are avaiiable deposits have risen similarly. 1In
Da Nang, they have reached VN$ 800 millions as compared to VN$ 100~millioﬁa
two years ago; in Nha Trang, where there were no banking facilities two
years ago, VN$ 250 millions. In the South, VN$ 300 millions have been
deposited in five newly opened banks and the existing bank at Can Tho.

The great influence of the American sector is also reflected by
imports., These include all imports under the commercial import and food
for peace programs and other forms of assistance financed by U, 5. Government
funds as well as imports financed by GVN-owned exchange. In fact, most of
the increase in 1mporte'f1nan§ed by the latﬁer gource originates from the
spending in the American sector through the exéhange of dollars for VN
plasters,

For instance, total gasoline imports in 5 last years have increased

as follows:
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1962 1963 1964 1965 1966

——a——

Financed by VN - 57.5 94,7 92.1 115.3 245.8
Financed by USA 121.7 135.2 187.64  291.1 414.7
179.2 229,9 279.5 £06.4 660.5

As a last example of the influeuce of the sector on the economy, we may
mention the éupplies which have proceeded from the U, 8. Post Exchange and
from U. S. military waréhouses to Vietnamese consumers via the black market.

This 1llegal commerce 18 carried on either directly (by theft from Post
Exchanges or warehouses) or, indirectly, by Allied soldievs who re-~gell to
Vietnamese merchants after buying from their exchanges.

In 1966 the total value of P.X. goods sold was 156 million U, S. dollars
or about US$13 million a month. From January, 1967, to May, 1967, total sales
were about US$116 million, an average of more than US$23 million a month.
There is no way of accurately measuring the percentage of these P. X. goods
flowing into the black market, but the quantities are presumed to be
significant.

In sum, to determine the relative importance of this U. S. sector to

the total economy we must take account of the following factors:

(a) U. S. Contribution to Vietnam National Income (Injections) - 1966

(1) U. S. currency exchanged for official VN$18.8 billion
purposes
(ii) U. S. currency exchanged for personal VNS$11.8 billion
use of U, S, civilians and military
(111)  Imports financed by U. S. VN$39.4 billion
TOTAL ' ' VN$70.0 billion
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(b) U. S, Consumption (Withdrawals)

(1) U. S. military andvcivilian expenditure VNS27.5 billion

(ii) U. S, military and civilian personal VN$11.8 billion
expenditure for gords and services

(i11) U. s) support of govermment and armed UNS14.1 billion
forces of Vielnam

TOTAL vNS53.4 billion

or the équivalent of about VNS70 hillions on an average exchange rate of $VN150

to $Us1.00.

The total national income in 1966 was estimated at $VN246 billions, ‘and of
this no less than 28 percent appears to have originated ;n the American sector,
But this calculation is based on a simple rétié between initial income and
national output. On the assumption that initial income will generate substan-
tial additional income growth, then it may be correct to say that the American
sector now constitutes over half the entire economy. In 1960 total national
income was only $VN82.6 billions and it now stands at $VN246.0 billions.

During this period Vietnamese real production (in its narrow sense) has

increased but little, though price levels have increased by over 70 percent.

We must remember that the American sector has also contributed invest-

ments of almost $VN10Q billions to the country's infrastructural development.
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These investments include:
- 13 airports, 7 with 3,000 meter runways.
= 11 seaports, 4 of large capacity.
- a number of roads, wavechouses, and houses, used for campa
of offices.
Although we aée now using these installations for militegy purposas, th%y
will contribute valuably to future ecenomic davelapment,

2. Sector developed by the war.

This sector was not created by the participation of Allied
Forces, and its activities will not come to an ‘abrupt end when Allied Forces
leave Vietnam,

Activities in this sector héve, howevér, been stimulated by
the influence of war; they have, provided important support to military
needs, and have grown in response to the American sector described previously.

The war in Vietnam has made very large demands on manpdwer, and
an entire new labor force has been created to serve the war-time economy.,
This labor force has not participated directly in production (understood in
its narrow sense) but many people have been gainfully employed as a result
of the war, and individualiincomes have sometimes been very high,

First of all, consider the governmantal sector.

The Budget has increased frém VN$ 19 billion in 1962-64 to
VN$ 24 billion in 1965, VNS 40 billion in 1966, VNS 83 hillion in 1967, and
probably approximately VN$ 100 billion in 1968. The increase in the budget
reflects the intensity of war. About 607 of above budget has §een used to
pay soldiers'and civilians salaries. The rest has been used to buy equipment

and materials, with a small allocation for development,
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According to Ministry of Labor statistics, in 1960 workers of all
grades numbered about 110,000 in the public services and there were about
150,000 soldiers. By 1966, the Government w&rkers nad increased to 330,000,
of which 120,000 were in Saigon and the rest in the provinées: and troops
of all ranks, both in the regular and in the regional forces, had increased
to 520,000 men. The total manpower engaged in the public sector increased
three=-fold during this period, most of the increase coming in the latter |
part of it,

In the private sector, both industrial and commercial, there has been
significant development, especially in construction and transportation.

Ministry of Labor statistics concerning the labor force in these areas are as

follows:

1960 1966
Industry and handicrafts: 124,000 136,000
Construction: 50,000 204,000
Cpmmerce, insurance, and banking: 206,000 220,000
Tyansportation: 145,000 363,000
Electricity and water: : 3,000 5,000
Miscellaneous services: 35,000 60,000

In spite of competition from imports, domestic producﬁion of
industrial goods and handicrafts has increased regularly, though in'the last
two years, the rate of increase has slackened. Taking 1962 as the base year
A(index 100), then the industrial production index was 132 in 1964, 158 in 1965,
and 171 in 1966. The most marked incfeases are in food processing, beverage,

~cigarettes, textiles and clothing, paper and electronics.




There has been a large expansion in construction. In 1963, 245,000 m2
(square meters) of housing were constructed, and this increased to 497,000 m2 in
1964, 624,000 m2 in 1965, and 662,000 m2 in 1966;‘ In transportation, with the
concentratiqn of population in big cities and in spite of Viet Cong Bdbotagé on
the roads, there have been large increases in road transportation services
~ between cities and provincial capitals and also inside provihcesg Seaway and
airborn transportation facilities have’also expanded considerably.

The distribution and supply services (particularly those concefned
with imported goods) have developed greatly. 1In this area, we now reckon not
only the large business enterprises holding import licenceg, but the thousands’
of small businessmen in open markets all over the country, apart from customs'
agents and labor réaponsible for discharging goods at ports. A

Finally, the festaurant, hotel, and entertainment services have
grown notably in the last two yéars, catering to the newly rich as well as to
the Allied Forces. Real estate companies also have increased theif business
considerably.

This sector, enhanced by the war, has been taxed by the Government
and has contributed substantiaily to the growth of tax revenues., Demands for
goods and services in the rural areas have increased as people are introduced
into the cash economv.’ There are potential dangers in the situation: wunless
the developing economy provides for sufficient produc;ion to meet these new
demands, the result will be inflationary pressure,

3. Sector depressed by the war,

In this sector, activities have been reduced by the war.
In general terms it is true to say that it is the rural areas

which have suffered from the war and the urban areas that have reaped its




benefits. In this sector, because of insecurity, the production of our
farms, forests and fisheries has declined, and transportation services by
inland water ways and by rail have been impaired ar have ceased.

The importation of millions of tons of rice over recent years
demonstrates the effects of reductionsin our cultivated areas and farm labor.
In addition, agricultural production has been depressed by the Government's
use of defoliants and the effort to stop supplies of food stuffs to areas
under Viet Cong control, More than 1,000,000 refugees have fled from insecure
areas: and in these areas there is not now a labor force adequate for effi-
cient cultivation. 1In 1960, rice production was more than 5 million tons;
today, the most optimistic egtimate is a little over 4 million tons.

Other agricultural production has suffered the same fate. The
situation of the rubber industry is an illustration: 1960 production earned

about US$ 48 million in foreign exchange; in 1966, only US$ 18,5 million.

Earnings from rubber exports will continue to decline as the war continues.

Fishing has fallen off markedly, especially in the Central Region,
where warfare is most intense, and where there are many allied military bases
and seaports. On the other hand, there has been an increase in fish produc-
tion on the South coastline from Phuoc Tuy southwards.

Forest production has been reduced because forests are commonly
used as enemy bases. Timber production was 550,000 m3 in 1956, but only
365,000 m3 in 1963 and 263,000 m3 in 1966.

Coal production has fallen even more drastically, from 462,000 tons

in 1956 to 106,000 tons in 1961 and 21,000 tons in 1966.
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Inter-provincial road transportation activities and wat:erway'
transportation also have been adversely affected by conditions of insecu-
rity.

‘ The sector depressed by war is the rural seetor. Although agri-
cultural production has been only 1/4th of the ‘national product in recent
years, and today, probably accounts for even less of gross domestic product,
it also is the sector that occupies a large propdrﬁion of the total popula=
tion. Thus the political as well as ecox;nomic 1m§ortance of this sector
should be considered carefully in every economic plan.

In summary, the war in Vietnam has wrought many important changes
in the workinga‘ of its economy. From a selfssupporting agricultural economy,
it has changed, of necessity, into an economy cmtrolle'd?x}v,ar expenditures.
Millions of country people have left their fields to come to live in the

cities and, inevitably, have become accustomed to city life. This factor

alone will be the source of profound changés when peace returns.
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PART B.= Definition of Post-war Economie Problems.
As we observed in the previous section, the war exerts strong

influences on every aspect of the economy. We will proceed to examine
its effects on each of the three sectors already indentified.
« That created by the war.
= That developed by the war.
« That depressed by the war.
The war will not last forever. On the one hand, the efforts
of the Vietnamese and Allied Armies are pacifying the South and destroying
the military and economic capacity of the North. On the other there are
nations and individuals who are trying to restore peace. We may reasonably
hope that at least hostilities will diminish, and that the secure areas will
be expanded. |
The basic problem now is, to decide how to solve the economic
problems which will face us when peace returns. By what methods can we
convert a war-oriented economy to a peacetime one with the minimum of
dislocation and difficulty and without adverse effects on future growth?
In each of the three sectors, let us consider what will happen
at the end of the war, before giving our attention to a general plan of

reconstruction.



I.- The Sector created by the war.

The estublishment and existence of thisv sector is an important
feature of the preaenf Vietnamese economy. When the wer eands, the income
we derive from the earnings of over 600,000 Allied 80lé. .o and from vast
- expenditures on military comstruction will also end; and as the Allied
vithdraw from Vietnam, the sector will be utterly depressed. It now
contributes 20 percent of our National income and absorbs over 50% of '
the National Budget, and it influences many other btranches of our econouw..
The disappearance of the American sector will have abrupt and serious
effects on the entire economic framework 4f the country, such as the
followings

a) National income will decline sharply with the loss of
earnings derived from military expenditures. In addition there will also
be a decline in tax revenues and foreign exchange earnings. We will no
longer be able to finance imports at the present level.

b) As the allied forces are first reduced and then withe
drawn from Vietnam, many of the military installations constructed for
them to satisfy war time needs w:l_,ll have no immediate economic purpose.

¢) Workers for tt,;é allied army will lose their employment,
and contractors who supply services and supplies will run into serious
difficulties, resulting in additional lay-offs.

To recapitulate there are three main problems to be faced:

1, Finding work for the employees and worksrs previocusly in
allied service and new activities for construction and supply contractors
now dependent on military needs.



2. Converting to economic use the installations, camps, and
equipment which our allies will leave behind when they withdraw,

3. Mitigating the effects of the cessation or reduction of
economic activities in the sector which will ensue when allied military
expenditures cease. | | | |

The first of these, re—employment, is the problem we must
conslder first. Although the number of workers in this section constitutes
only a vofy smail part of the total working population, much unemployment
is sure to occur, and plans must be made by the Govermment for alternative
activities to absorb surplus manpower., Even while the war continues we
need to consider; in the light of available skills and capacities, the
possible projects on which workers of all types can be employed; from this
list we must select those projects most desirable, and then meld them into
a general plan aimed at the revival and reconstruction of the economy.

Contractors undertaking construction for or furnishing supplies
to the allies, may be expected to adapt themselves to the peacetime economy
and to find new activities. They should be assisted to do this in threc
wayss

a) By giving them opportunities to participate in projects
srrving civilian and peacetime instead of military needs, for instance the
rebuilding of the economic infrastructure,

b) By encouraging them to contribute capital to any joint
entarpriaos‘thﬁt may be established in the cause of nﬁtional economic

development.,




o) By making it possible for them to engage in new
sctivities by employing qualified technicians released by the allied forces
and the foreign contractor companies. These aétivitiea will be related to
the projects selected to absorb swrplus skilled manpover.

Three types of activity by the Govermment are envisaged to meet
the problem of unemployment.

1. Recrultment for the Government services.

2. Employment in Govermment-owned factories or joint
enterprises.

3. Assistance to private companies.

It will not be easy to find employment for all the workers, of
very variable skills and grades, who have left their village homes to
take temporary employment with foreign contracting organizations.

The majority, when the war is over may be expacted to find altere
native occupations for themselves, but for a minority work will have to be
found, Opportunities will occur either in:

a) Vietnamese contracting companies supplying civilian
instead of militery needs or engaged in infrastructural projects.

Or, b) In the industrial sector after a short training period.
Thus we can relieve the situation for some unemploysed workers and also
" allieviate problems of job placement among those who have been displaced
from and are seeking jobs in the industrial sector.

The second problenm resulting from the depression of "he American
Sector® is what to do with the bases, camps, airfields, harbours, factories,

and, of course, large quantities of equipment and weapons that may be left
bshind vhen our a 1ies leave.




The problem is how and to what extent all these assets can be
converted and used for peacetime purposes.

At the present time we do not preéisely‘know what these assets
amount to, and in any eveht they may be increased by the time the war is
over, But one thing is certain: to the extent that these assets,
established to support allied armies of over 600,000 men, can be used
for peacetime purposes, they constitute a large reservoir of capital for
the nation, and ﬁill contribute greatly to recomstruction and post-war
development.,

Because a detailed "change~and-use" program requires complete
consideration during wartime and especially during an armistice, it requires
highly detailed data. These have not yet been acquired; hence this simple
and gensral report only points out some concepts which can be used as basic
4 principlés to indicate the direction of future plans,

g a) The military installations left by the allies can be

divided into three types:

- Installations which should be maintaineds these will not have
to be converted to peacetime purposes, and may be integrated with ARVIN
installations. The disposition of these types of installations must be
based on existing military needs and the possibility that even if peace
is negotiated it may be broken at a later date.

- Military'installations which lend themselves to conversiqn
to peacetimo‘purposes. The precise allocation of buildings and equipment
will depend upon their suitability for use in factories? communications,

transportation, commerce, administration, education, and social services.

.25«




= Military installations which should be abandoned, because
they would not be useful if war reoccurs, because maintenance costs
would be prohibitively high, or because the costs of conversion to
peacetime purposes would exceed the benefits to be derived from this
operation,

b) For installations of the second type a progrem of
conversion will obviously be most important, It should be based on the
comparative ecommic feasibility of each installation, and the priority
vhich the interests of the economy aa;whole places upon use for industry,
transportation, commerce, administration, education or the social services.

¢) We do not know with certainty what types of equipment
vill be available, or what conditiom they will be in. However, the
following kinds should be inventoried and maintained, and can clearly be
used for peacetime economic purposes:

- Equipment and machinery for public works.
« Equipment for communications and transportation.
« Equipment and machinery suitable for use in industry,
agriculture, administration and public health services.
The third important problem posed by the disappearance of the
var sector is to counter the depressing effeots this will have on the
national economy. At present, the Vietnamese ecbnonw has to meet infla-
tionary pressures originating from the rapid increase of income cause by
Allied expenditures and the high cost, (as compared with other national
program, especially, the programs in the agricultural sector), of national
defense. But when the war is over, and our Allies withdraw from Vietnam,




a recession may ocour, étarting with the depression in the "American®
sector and the effects this will have on national income, and then
spreading to other sectors of economic activitj.

There is only one way to prevent such a recession and the
economic dislocation and stagnation that would result « to spend on
reconstruction and development at a rate sufficient to coinpensate for
reduced allied expenditures and the lower costs of national defense.

It is not possible at this time to estimate what the level
of development expenditures should be, because we do not know when the
var will end or how reductions in allied expenditures will be carried out.
Certainly, if we fail to anticipate the methods and processes of withdrawal,
there will be a serious depression and the economy will have to make a
painful adjustment to the loss of ‘those economic activities which the war
has engendered.

II. The Sector developed by the war.
The end of the war will affect this sector in many ways. We

may expect the following to ooccur:
- Partial demobilization of the militery and paramilitary forces.
« A reduction in Govermmental services used to .support' the war

- Smaller military expenditures under the National Budget.
= Reduced foreign exchange earnings.

« Difficulties for industries which supply military needs.

« Extreme difficulties for industries established because of

the war.




= Surplus military installations and equipment, and

= Considerable unemployment in the sector, all of which will
deepen the depression originating in the ceaéation of activities
in the sector created by the war,

Apart from the need to counteract depression and to convert
installations to peacetime purposes (objectives as valid in this sector
as they were in the first) we note three other matters for attention:

1. Demobilization, and the adaptation of soldiers to
civilian occupations.

2. Adaptation of civilians previously engaged in the war
sector to peacetime occupations.

3. The solution of the aggregate economic problems which
this sector 1s sure to encounter.

1., Demobilization.

At present ARVIN has 600,000 troops, and these will increase
in number until an armistice is negotiated. A recent decree 1ndicgtes that
subtantial additional mobilization will take place.

The absorption of a large proportion of our manpower in unproductive
nilitary activities is obviously a source of damage to the economy; and when
the war is over, it will be urgent to return our soldiers to productive
occupations, However, we must first consider how and in what conditions
demobilization should be carried out. The answers wil_lvdepend on two
considerations which have not as yet beexﬁ sufficiently examined.
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- The first concerns the nature and durability of any settlement
between North Vietnam and ourselves. South Vietnam's dispositions must
take into account the intentions of its adversary, its own ability to
withstand Communist-inspired harassment, its capacity to withstand renewed
hostility, and the state of international security. All these coneicerations
are relevant in deciding the strength of the armed forces we ought to retain.

- The second concerns the rate at which our allles will withdraw
“heir forcea when peace returns. They may withdraw partially, or completely,
rradually or fast. All contingencies must be considered in the planning
vl our own demobilization.

We advance two principal hypotheses:

l. In the first, case, there will be a complete withdrawal by
the Allies, and A.R.V.I.N., will have to masintain large reserves in order
to prevent the recurrence of war. On this hypothesis demobilization is
- likely to be limited to technicians whose skills will be important for
peacetime enterprises and activities. However, the whole of the defense
forces could be applied to reconstruction and development and especially
for the repair and reconstruction of the infrastructure. The Army could
also provide labor for the agricultural sector and for development works
in the rural areas.

| 2. In the second case, the Allles will withdraw a large part of

their forces but will leave someumain force units to strengthen the ARVIN
in case of remewed hostilities., In this event discharges could be granted
to the entire national militery force, except for a reserve sufficient to

deal with emergencies, and discharges might be phﬁaed as follows:




First phase: The demobilization of public servants and technicians
essential to development projects and of students who have fulfilled their
nilitary obli,gatipns.

Second phase: The demobilization of men capable of returning
to the jobs they held before military service, and also of men who have
received specific technical training while in the army.

Third phases The demobilization of other men, after a period of
suitable training., Our assumption is that general demobilization would
‘enable about 400,000 soldiers to return to their civilian occupations. Among
these, specialists, goverﬂment workers, and private workers would return to
their former jobs, and students would retwrn to their schools. The rest
would have to find work, and the Govermment should plan for post-war
recongtruction so that their enei'gies, no longer required for the war, can be
uwsed for peaceful development.

2. Conversion and employment of surplus civilian manpower.

In addition to demobilized soldiers, there will be civilian
workers looking for employment, especially those now serving in military‘
installations or in Governmental agencles which have expanded because of
the war,

a) When peace is restored, civilian employment in military
units or installations will be reduced to levels appropriate to the needs
of a peacetime Army. It is possible that 70 percent to 80 percent of the
vorkers now so engaged will be laid off; in peacetime, soldieré will

resume responsibility for some taska in military bases presently undertaken

by civilian workers.




Surplus manpower to be converted to civilian activities will
be of three categories:

« The men who will find work on their own account.
-~ Men with professional qualifications.
- Skilled technicians,

For the first category there need be no provision except,
possibly, temporary financial assistance until they have found work,

For the second category a special program will be needed to
help them adapt to peacetime occupations. Some will find work in publiec
enterprises and private commerce.

For the third group, the Ministry of Labor should require large
contracting companies to organize training programs. It should also #ssist
them to obtain work in private enterprises. |

b) During the war, branches of the public service have
expanded: example are thesscurity branch of the police force, the.
information services, the Chieu Hol, and the services concerned with rural
development, After the war the needs of such services for manpower may be
sharply reduced.

- Police:

We may expect substantial reductions, especially in the Combat

Units. Surplus manpower may be transferred to other public services,

according to ability, or diverted to industry.




= Chieu Hol and Information Serviceg:
Chieu Hol activities will end but the Information Services w:ll;

still be required, and may, indeed, be expanded to serve rural areas newly
liberated from Viet Cong control., It is suggested that surplus manpower
from the Chieu Hol service be transferred to the information sexrvices.

= Rural Development:

It will bs most important in the post-war period to reconstruct
the rural areas and stimulate agriéultural production. In peacetime,
the rural development teams may not all be suitable for this task.
Essentially they consist of three types of men:

- The highly educated, who can be transferréd to other publiec
services, possibly to provincial administration, rural credit and cooperative
organizations, and to the education services.

«~ Men with farm backgrounds who will return to the asgricul-
tural sector either as farmers or as workers in agricultural organizations
and village councils,

~ The poorly educated men from urban areas (or those who
prefer to live in towms) who should be trained for industry.

3. Other problems of the sector developed by the war,

When the war is over, the situation in this sector, .whichv has
expanded under the influence of alllied war expenditures, will deteriorate.
The incomes of urban workers are unlikely to maintain their present high
levels, and some will be in difficultles. A very complex and complicated
situation will result, and it is not yet possible to suggest comprehensive

solutiona., We make suggestions concerning some of the most obvious problems,
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a) Air Transportation: Because 'of the deterioration of the
railroad and the insecurity of many of owr inland watervays, we have resorted
to an excessive use of transportation by air., This will not be necessary when
peace return. Air Transport services will encounter difficulties and
may be seriously depressed. In order to mitigate the effécts, we suggest
that a program be pr_epared at once aiming at three principal objectives: _

1. The reorganization of routes and facilities. Routes which are -
not commercially feasible, (particularly over short distances where other
modes of transport are preferable) should be abandoned: on the routes
retained services should be increased and ¥mproved; and the international
routes, especially to neighbouring countrfes should be developed -~ by, for
example, facilities for limited period exdursions.

2. The popularization of ‘air transportetion by lowering
| Freight and passenger tariffs, so as to compensate for the loss of traffic

on short distance routes by increased use of the longer onss. The replacement

- . of foreign pilots by demobilized Vietnam Adrforce Officers, and the conversion

of some military aircraft to civilian.use, (eliminating the need to remt
foreign owned aircraft) might also be considered.

3. The improvement of manspement practices (in both agministra-
tive and technical branches) so as to eliminate surplus employees,and to
raise labor productivity.

b) Construction and related activities.

= The war, has created favorable conditions for the congtruction
| industry, and it has grown rapidly., . Both ARVIN and the Allied Fopces have
kept the industry busy: Workers have been attiracted to eater the: industry
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bty the insecure conditions of the rural areas, and even foreign workers

nave been attracted in large numbers to Vietnam. There has been a serious
housing shoriage, further encouraging the comstruction industry.. While the
rural economy has been depressed, the urban economy has thrived, . stimulating
the construction of factories, hotels, bars and markets,

The prosperity of the construction industry has reflected favorably
upon related industries such as cement manufacture, bricks and tiles, steel
materials, porcelain articles, and wood.

Such favorable conditions may not continue after the war, and
the construction industry will then encounter difficulties. They can be
prevented by the preparation of projects to improve the economic infrastrub-
ture - well-organized housing programs, new factories, and like projects
suitable for a National Plan of Reonstruction.

c) Bars, Hotels, and similar enterprises, attractive to
free-gpending allied soldiers and city dwellers, have also been stimulated
by the war and will be adversely affected. when peace returns andithe Allied
Forces leave, Many of these establishments will become unprofitable, and
some of their employees will bave to find new work. Our data (particularly
concerning the numbers of people engaged in illicit and immoral activities)
is not sufficient for us to do more than suggest certain remedies for this
aituation.

Some of the bulldings used for these purposes wuy be suitable
for purchase or lesase by the Covernmeant and for used as  overnaeni off'ices,

schools, or officlal residences.
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« Increased activity by the National Tourist Agency might atiract
aore visitors from overseas and better use of the facilities available.

« Training and a job placement program will in anw case be
necessary for those employees of these enterprises who cannot find any
alternative employment. |

IIl.- The Sector depressed by the war.
The war has brought about an impressive improvement in the

economy of the towns: but its effects have been adverse on an undeveloped
rural economy which relied on two prineipal crops, rice and rubber, and
production has declined seriously. The depression in the countryside
affects the very base of our national economy, that is agriculture. It
touches the incomes, living-standards, and way of life of a majority of
Vietnam's population, and so emphasizes the disequilibrium between our
cities and the rural areas. In zones of military activity hamlets have
been abandoned, and altogether more than two million peopls have moved
from their homes to take refuge in safer areas.
, When the war ends the reconstruction of this sector, the rural
economy, will be our most importdnt problemn.
There will, in fact, be three aspects of the problem, solutions <
for vhich must be prepared now:
= The rebuilding of the economic infrastructure.
- Reconstruction of such areas as have been devastated
by the war.

« Revival of the rural economy,
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1, Revuilding the rural economie infrastructure. |
The Viet Cong tactics are to cut communications, to control and

comlidate their hold over the rural areaa, and to isolate and surround
the cities. 4As 2 result the economic infrastructure, even in comparatively
secure areas, has been damaged or destroyed.

In order to counteract communist activities ARVIN, the allied
forces and the Ministry of Public Works have attempted to repair and
reconstruct the facilities destroyed, but the work of reconstruction has besen
limited and has concentrated for 6bvious reasons on the more secure areas.

The \rebuilding of the infrastructure at the end of the war will
be of the utmost importance, for the inffastructure is essential to productive
activities in every sector of the economy. |

There are five principal matters to which attention should be
dravmi

a) Complete rebuilding of the road transportation system.
National Highways, and national, provincial, and local roads all require
reconstruction. Top priority should be given to rebuilding the National
Highways.

b) The prompt re-establishment of the main Vietnam Railroad,
in order to restore expeditious movement of bulk goods between the southern
and northern areas of Vietnam: and the review of branch and minor railroads
to determine whether it would be useful to reconstruct them and the priority

to be attached to each
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¢) The opening of major inland vater-ways, of great
importance to itransportation needs in the southern area.

d} Barly completion of the Danhim hydroelectric plant and
transmission systems between Krong Pha and existing lines.

e) The reconstruction of other hydroelectric systems
destrayed by war or allowed to deteriorate because of lack of maintenance,

The revuilding of the economic infrastructure will be the
responsibility of the Miniastry of Public Works. At this time we merely
point to the necessity for preparing complete lists of the projects to be
underteken in each part of the infrastructure and then establishing a
clear order of priorities.

2. The reconstruction of sreas devastated by the war,

Rural areas have been subjected to heavy military pressure, and
in many areas bombing destruction has been severe., However, the rural
areas can generally be divided into three according to the degree of
control which the govermment exercises over them.

There are comparatively sacure, where damage from battla’ and
troop movements has been considerable; and there are insecure areas,
controlled by Viet Cong, which have become battlefields and destruction
by bombing has been heavy,

Because the war situation is cofxstamly changing it is presently
difficult to define these areas. In general the areas controlled by the
Viet Cong have suffered worst, but in the demilitarized zone and in the
Montagnard villages of Central Vietnam damage has also been heavy,
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When the war is over » the x;ecens‘bruction of the damaged areas
wil) be of urgent importance, not only because the.normal life of all
section of the pation should be restored, but also to destroy any remaining
Viet Cong influence. There will be 5 main a.ﬁpects of the reconstruction
program:

| a) The repair or rebuilding of hamlets destroyed or damaged
by bombing, battle, or in other ways.

b} The resettlement of refugecs who have not found homes
under 'a progra,ﬁ .which would extend to all communities, accepting refugees,
vhe same scale of assistance given to the refugees themselves.

¢) The establishment and consolidation of administrative
control of tha» hamlets. _

d) The elimination of any remaining Viet Cong influence
and particularly that of the Viet Cong regional coordinators.

o) The re‘vival of rursl economic activity by New Life
type programs.

In this report, we offer only general recommendations for the
reconstruction of those araé.s damagedAin‘the course of the war. Each
reglon and indeed each area in a region will need to be treated in the light
of its particular circumstances, and prograns may vary greatly from one
place to another - taking account of differences in manpower, equipment
and military reqnirementa.

3. The revival of the rural Economy.
The reconstruction of areas destroyed by the war is a political
and so;:ial problem, but the reastoration of their economies is an equally

important objective., Euphasis should be placed on increased productivity.
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The key to the development of Vietnam in the future. We have diffentiated
between the reconétruction problem and the revival of the rural economy for thie
reagon - whlle recongtruction concerns particular areas, the prosperity of our
farmers is Important fo the entire nation. We emphasize a few important matters
to be dealt with.

n) cleansing areas subjected to chemical defoliation for
nilitery reasons, so as to permit cultivetion to be resumed.

b) The utilization abandoned farmland, including and the
ro~agtablishment of plantations which have been abandoned because of
insecurity.

c) Aid to farmers of various types, including stock
breeding, farm equipment, seed varieties and credit.

d) A program aimed at increasing yields per hectare and
improving the distribution of agricultural produce.

e) Reviewing the land apportionment carried out by the
Viet Cong and establishing farm cooperatives or other suitable farmer
organizations.

The revival of rural economy is of course, closely assoclated with
the reconstruction of sectors destroyed by war; both will be necessary
if normal conditions are to be restored in our economy.

We have pointed out some of the lmportant problems which we
will face when the war is over.

If the war should'come to a sudden end perhaps by a negotiated
peace, these problems will have to be solved quickly and plans to do so

must be prepared at once.
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If the war should end in‘a gradval manmer, then solutions will be
correspondlogly less urgent and more careful and detalled planning will be
poasible. |

The Post-war Plarming Grou§ welcomes all suggestions from Minietries,
Dopartments, Agencles and other 0ffices, concerring both the procedures of
preparing such & general plan or any particular aspect of it. We conceive
cw task escentially as one of combining particular projects into a national
slen of reconstruction. We do not conceive our task as one of implementing
specific laxrge scale projects, for implementation is the responsibility of
aporopriats government agencies and ﬁe would not wish to let our own respon-
sibilities conflict with theirs.

In the course of its work, over the last eight months, the Post-war
Planning Group, certain recommendations have been formulated by Vietnamese
and American specialists and these are presented in this report. They are not
highly detailed, but are fairly specific. . These recommendation are for work
for the period to be done in 1968 - 1971, covering the first term of §ffice
of our present President. |

Before presenting these recommendations, we first, in Part II
which follows, describe the results of one particular investigation by the
Post~war Planning Group: a rural survey cerried out in 576 villages and
all 44 provinces in the nation during August and September of this year.

The purpose of investigation was to ascertain the needs and
degires of our rural communities. The results throw some light oﬁ the

recommendations presented in Part IV.
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| PART I1I
SUMMARISED FINDINGS OF THE RURAL SURVEY ORGANIZED
IN AUGUST AND SEPTEMBER, 1967.
A. AIM OF THE SURVEY
The first rural survey made by the Postwar Planning Group in
September 1967 aimed at three main purposes: |
- To provide data on the actual situation in rural areas.
= To reveal ﬁhe'real aspirations of people in rural areas.
- To provide material for the basis of a rural development plan.

a/- The present situation in rural areas,

Previously, the present rural situation in Vietnam was only vaguely
known. In a number of documents sent from provincea.to the central governe
ment (i.e., to ministries or to the National Institute of Statistics), these
documents being the basis of our study, there were numerous omigsions,and
inaccuracies.

1. Incomplete rural information.

The data now available at various ministries were previbusly
used only for accounting purposes, rather than for serious study. Data were
presented in broad categories without necessary breakdowns and details needed
for research. The collection of data was never designed for study and plan=-
ning purposes. Research and planning agencies never studied and scheduled a
fully detailed prograﬁ specifying the information which statistical agencies

should collect.




In other words, we were faced with the following situation:
= A lack of coordination between research and plamning bureaus and

statistical. agencies,
= A lack of initiative and capability within the statistical' agencies,

most of which have a conservative attitude,

Consider a’ few examples.  The consumption and demand of fertilizers
and insecticides in villages; the amount of rice produced in individual vil-
lages; the number of refugees and immigrants in a village; or the averageb
price of a hectare of rice land: | these data could never have been fouﬁd iﬁ
the central statistical agencies.

2. Data nda up-to-date,

Under the present administrative situgtion, data which have
to be channeled from hamlets'k to villages, from villages to districts, from
districts to provinces, and finally from provinces to ministries, are often
delayed. Normally the lag is from six <months.‘ to one year, We received the
final rice production figures for 1966 in September, i.e. nine months late.

3. Inaccurate information.

Owing to political and secdrity( reasons, data suéh as; ‘memberw
ship in political parties, damage caused by the Viat Cong, and the exact
population in villages at the time of the elections, were not known.

From personal ambition, many. officials, in an attempt to
prove that they were fuliy qual:_tfied to carry out jobs assigned thém by the
central government, falsified certain information. They reported to the
central agencies false information, such as overestimated increases in am.\ual

rice production, or inaccurate estimates of the security situation.
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In some villages, cotrupt officials have listed names of non-
existent popular forces personnel in order to receive their pay. Therefore
the population of villages and hamlets may have been distorted.

b/- The real asplrations of people in rural areas,

In spite of the existence of a village administrative body and a
village people's council, the village representatives seldom dare to point
out the people’s aspirations. The reascns sre:

Representatives do not know to whom they should refer for.aid.

Generally speaking, village representatives, although respected
by villagers, are poorly educated and do not know their rights. They are
uncertain as to whether they have the right to speak to higher authorities.

Yrom their viewpoint, they ask: What is the use of disturbing higher offi=-

cials? What will happen if the desires of the villagers are opposed to

those of the district and province chiefs? 1Is the village official, consie

dering his humble position, better off by remaining silent?

Discouragemént due to bureaucsatic procedures.

A number of requests forwarded to district or province officials
remain unanswered, or are answered only after a delay of one or two years;

even when a reply is made, it is often unsatisfactory.

Owing to the above factors, the majority of rural people'’s real
aspirations are never taken into consideration by the central govermment.
The present survey was conceived as an answer to this problem.

¢/- The study of a development plan;

To have sufficient information to formulate a rural development
plan, we must know the situation and aspirations of villagers. An effec-
tive plan must be based on improving the welfare of the people in order to

kbe‘accepted by them and to have their cooperation.
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B. METHODS OF THE SURVEY,

a) Questionnarce.

The questionnaire includes a number of major questions, information
on which was badly heeded, and other minot questions suggested by Vietnamese
and American experts. There are eighty questions, divided into two parts:

- Part 1 is concerned with the general situation in villages. These
questions are on agriculture, fishery, animal husbandry,forestry, industry,
social services, education, health, and infrastructure. Detailed informa-
ticn was requested only in agriculture; this was due to its important role
in rural areas.

- Part II is concerned with the short-term and long-term needs of
villages in each of the above fields, 1In this part, each village was asked
to state three most important aspirations in order of priority.

b) Interviewers.

Interviewers were recruited among students in several colleges and
universities. They then went to villages in order to carry out an on-the-spot

survey,
There were 112 interviewers recruited from the following universities:

Number of student

University interviewers
» School of Political Science and
Business Administration, Dalat, 100
- School of Law, Saigon. 6
- School of Civil Engineering, Saigon. 1
= School of Agriculture, Forestry, and Animal. 3
Science, Saigon -
= School of Natural Sciences, Saigon. 1
- Scuuwol of Letters, Saigon. 1
112
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Interviewers were divided into groups of two, and each group'was
assigned ten to thirty villages, according to the terrain and importance of
the area surveyed. |

Interviewers were trained on interviewing methods for about one
week by the Group. The training period was rather short, but this was
because students had to be scheduled to finish their jobs before the commene
cement of the school year.

After being t:ainea, interviewers were sent to villages to inter-
view the village chiefs elected in the last few months, The survey period
was adout three weeks,

To prepare in advance for the interview, and to facilitate the
work of interviewers, the Group had sent introduction letters to village
ecnuncils two weeks before the survey date, stating the purpose of the survey.
The Group also asked for permits in districts and‘provinces and .requested
aid for the interviewers in transportation and in the actual task.

c) Sampling.

The rural survey was carried out in conditions of insecurity and
met many difficulties. On the survey technique, we could not obtain a sample
which was statistically representative of the whole population.

In order to standardize the survey for the whole country, to achieve
results quickly, and to avoid obstacles due to insecurity, and in considera-
tion of our limited budget, we chose the village as a survey unit,

In Vietnam we have 45 provinces which are divided into 2526 vil-
lages (the 6 autonomous cities are excluded). In these 45 provinces,
according to the information released by the Directorate of Administra-

tion, there are only 1268 villages located in relatively secure areas,
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where elections for village councils had been held. 50 per cent of these
villages were taken as the sample of this survey; that 18, 634 villages.
This half was taken by random sampljng.

Howe§er, after the survey has been completed, we found that a
nunber of the designated villages could not be reached because of 1nsec§rity
or stoppage of communication. The number of villages surveyed was thus less -
than that planned (see resﬁlts}. |

C. PROCESSING AND PRELIMINARY RESULTS,

Of more than 120 questions, we retained only 80 impoftant ones
which were answered correctly and seriously. A preliminary survey revealed
meny inadequacies in the questions asked and there were aléo many points
vhich needed to be adjusted to the level of knowledge of village chiefs.

In addition, the lack of experience of the students on surveying methods
caused a loss of accuracy. |

D. RESULTS OF QUESTIONS ON ASPIRATIONS OF THE PEOPLE IN RURAL AREAS,

In questions about major aspirations related to each field
(security, commerce, agriculture, infrastructure, public health, education),
the Chief of the Village gave his own opinions. We did not formulate "Yes" or
"No" answers as has commonly been done '‘before. Our method was effective
because the answers could not be influenced by the opinions of those wh§ designed ,
the questionnaires,

0f course, in processing the survey, it took us much time and we

encountered many difficulties in arranging responses. Sometimes there were
ambiguities about principal opinions. However, direct survey by interviewing

on the spot lessened the proportion of inaccurate answers,
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In each field, the answers were eclassified into 10 iypes (this
limitation was imposed by the punch card): 8 major enswe.s, 1 "miscellaneous”
for the insignificant answer (this did not represent a large nunber of ‘
villages), and one for villages which did not state opinions or declined to

#nswer, |
Security:

In 576 villages which were asked about aspirations on security,

249 villages wanted an increase in military forces in the village (more
populex forces, reglonal forces, police or cbmbat youth) i.e. about 43 per
cont of the total sample. (Table X).

Next were 92 villages (about 16 per cent of the sample) which
vanted to construct mors installations for hamlet defense, such as outposts,
new 1ife hamlets, perimeter fences around the villages or along the mountains.
Fifty villeges (8.7 per cent of the total), requested more weapons and equip-
rnont, such as rifles, ammunition, barbed wire, stesl pickets, or signal
Coona TRGLOS,

Other responses included: increasé the zcurity budget (0.5 per
cent); eliminate corruption, such as bad village officials, rowdies, theft
and robbefy, arrogant soldiers (1.7 per cent); improve the standards of
living and grant deferment to combat youth. (1 per.cent); construct
comnunity houses (0.7); these were only a very small proportion. We note
that only 10 villages (1.7 per cent) demanded peace; this number
vas relatively small compared to the total sample.

However, we could not say that the people did not want peace,
since the security question had a different implication, i.e., what do
villages nsed 1o help increase security in villages in an existing war

situation. Because of this, we must be careful in aralyzing the results.
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We also fouﬂd that there were 130 villages (about 23 per cent),
which had no response to this question. A number of village chiefs
were probably too cautious and did not want to ansﬁer.

In brief, we could dr#w the following conclusions on security:

- A najority of villages were not content with the present
security defense in their villages. This number 6f villages could reach
more than 80 per cent of the total,

- The people in villages feared the terrorism of the Viet Cong
nore than the disturbances of rowdles or corrupt village officials
caused by the war (these were under 2 per cent).

- About 70 per cent of the total sample requested an increasge

In military forces and in equipment for wvillages and hamlets.

Education.

In education, 355 villages, nearly 62 per cent of the total,
requested construction of more primary schools; 121 villages wanted to
increase the number of teachers. (Table XVI).

Nineteen villages (3 per cent) requested repairs for schools;
9 viljages wanted to be provided more school equipment such as tables
and bencies.

l.ccording to the above results, we found that the number of
primamy schools and teachers were not sufficient to meet the needs of

villages. Nearly 85 per cent of the total sample requested help in

this problem,




The above aspirations reflected accurately the present
educational situation‘of the villages. Of 576 surveyed villages, only
in 69 villages, about 12 per cent of the total, were there less than
50 pupils to a class. (Table VII), |

In 185 villages (32 per cent), the highest number of pupils
in a class was from 60 to 70; in 77 villages (13 per cent), from 70
to 80 pupils; and in 81 villages (about 14 per cent) it was over 80
pupils.

There were 21 villages in which the number of pupils were from

100 to 150 and 4 villages which had more than 150 pupils in every class.

| Educational facilities in our villages are obviously seriously

inadequate.

.Health.

In 336 villages (or about 58 per cent of the total), there
vere requests for construction of more village health agencieé; 87

' villages (15 per cent) wanted to increase the number of health technicians,

such as doctors, nurses, and midwives; 91 villages (16 per cent) requested
nore medical supplies such as drugs, ambulances, hygienic equipment,,
and dispensaries. (Table VIII),

These aspirations reflected the present health situation in
villages. Of 576 surveyed villages, about 489 villages had no doctor;
that was about 85 per cent of the total sample. The other 15 per cent
of the villages which had doctors, coincided with provincial capitals.

About 40 per cent of the villages had no nurse and 15 per cent
had no health cadres of any kind.




Agriculture,

225 villages (about 39 per cent of the total) asked to buy
fertilizers, insecticides, and sprayers at official prices. 165
villages (28 per cont of the total) wanted to establish agricultural
credit agencies, cboperativca, and unions; 8 per cent wanted help in
irrigation or drainage (Table II).

Tn the survey of fertilizer prices, we found that in many
villaveg the fertilizer urice was very high compared to the dfficial
price; some villages did not nave fertillizer distributing agencies and
had to buy fertilizers elsewhere in the district and province. Therefore,
sometimes they had to buy at a very high price from speculators. Nearly
70 per cent of viliages found that the quantity of fertilizer which was
provided to the viilage was not sufficient and 75 per ceﬁt sald that
ingecticides supply was deflcient.,

There 1s an understandable desire to buy fertilizers easily,
adequately and at official prices.

In the aurvey of the present agricultural situation, we
founa that 76 per cent of the total (437 villages) had no tractors,

L9 per cent (279 villages) had no water pumps, and 77 per cent Lud no
boat propellers. A number of villages wanted to be supplied with
wachines and agricultural equipmsnt. This reflects the primitive

cultivation methods of our rural aresas,
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Commerce and Sggggg;
362 villages (63 per cent of the total) requested establishment

of supply ageuncies such as’consumer cooperatives, branches of the. Supply
Commissariat, reserve warehouses, farmers associations, etc., ana adequate
supplies of goods and materials at official prices; these goods included
rice, textile fabrics, insecticides, wheat, cemeni, steei plates, agricul-
tural Instrumentis, etec,

From the survey on supplies, we found that 90 per cent of the
villages we investigated are not being supplied with goods and materials

by the Government at officlal prices.

The other desires were Lo corrow money or to have betier means
of transportation, enc., but these were only a very small proportion of
the total (Table XI.)

Social services.

In the social field, a large mumber of villages (242 villages,
42 per cent of the total) had no suggestions. Of this number, some
villages did not understand the questions despite the assistance of
interviewers. Soms were cauticus and wanted to avoid trouble; others
vere satisfied with the present situation and had no requests,

We found that 114 villages wanted to construct low=-price houses
and provide social service agencies such as social clubs, recreation places,
rest rooms, public cemateries; elders' rest homes, amusenant parks and

oryhanagzes. 93 villages (16 per cent) wanted to create a relief fund

and provide financial assistance to poor families. 55 villages (10 per
cent) requested help for war victims such as refugees, coldiers' widows

and orphans or those wnose properties were desiroyed bty the war., (Table IX).
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About 10 villages wantéd to elimirate socially gﬁdesirable
habits such os gambling, prostitution, foudiness, and juvenile delinquency.

We found thot 6 villages wanted to remove the difference between
income of workers in U. S. agencies and farmers, and 4 villages wanted to
reconstruct pagedes and temples.

-Becanuse the sovcial problems were very numerous, we had 44

wiscellanecus apswers which could not be classified in any category.

Infrestructure.

In the fied of infrastructure, many villages asked to have
the road systems repaired, reopened or constructed. This was a large
proportion (208 villages, or 36 per cent of the total).

Next ceme 146 villages (25 per cent) which requested electricity
supplies and 93 villages which asked for water supplies. ’

In thg part of the survey relating to electricity and water in
‘the villages, we found that only in 10 per cent of the total were ituere
fountains or tap water, and only 28 per cent were cquipped with electri-
city. Most of these villages were located in or near cities and provinecial
capitals. |

We knew that the aspirations of the villages which asked for
‘electricity and water supply wers legitimate. As for the road systen,
due to the lack of security and lack ol proxzpt rezction by Public Works
agencies, many roads are qulte destroyed; thig has damaged greatly commue
nication and trensnortation from village to villaga, Tho economic 1ife

. in many villages was impaired by this obstacle; hence the aspiration of




repairing the communication system in rural areas was legitimate and

necessary to avoid isolation of those villages.
Major sspirations.

Each village was asked about three major aspirations according

to the order inm which the village wished them to be fulfilled. (Table 1).

First priority aspiration.
In the answer on the 'first priority", we found two major

aspirations:

1. Help)to increase production (94 villages, about 20 per
cent). ,

2. Incresse security in the village (79 villages, about 17
per cent) ‘

“he following aspirations have also been mentioned by villages:

3. Eloctricity and water (54 villages)

L. Roads, bridges, canals, cikes and dams (53 villages)
5. Better supplies (45 villages;

6. Health agencies (43 villages)

7. More agencies (43 villages)

We observe that neip in increasing production is always a

principal priority, either of the first, second or third degree. Better
educationa. f#cilities, listed seventh in the overall plcture, are high

in the list of second priorities, and bridges, canals and dams, listed fourth
as a Tirst priority, are listed third Among the second priorities. Power

and water suppllies are third on the priority I list but only fourth on the

priority II list and come comparatively low among the third priorities.




Total aspirations without priority order. _
If we sumed up all the three priority aspirations, without

diatingﬁishing priorities (column 7 of Table I) we f£ind the most important

aspiration (increaged production) still leading, leaving others far

behind it. Overall we can classify tne aspiraiibns as followss

- Help to increase production: 276 villages (60 per cent of

the total)

- More roads, bridges, canals, 166 villages (36 per cent of
dikes and dams. ‘ : the total)

- More schools and teachers : 164 villages (35 per cent of
the total)

- Electricity and water : 16/ villages (35 per cent of
the total)

158 villages (34 per cent of
the total)

- Health agencies

127 villages (30 per cent of
the total)

-~ Better supplies

- Better security ¢ 125 villages (26 per cent of
the total)

Village aspirations, according to priority order.
To emphasize the priority of each aspiration, we proposed to

weight the first priority aspiration by 3, the second priority order
by 2, and the third priority by 1. In other words, we multiplied

villages in column 1 (Table I) by 3, villages in column 2 by 2, and

villages in column 3 by 1.
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1assifying by scores, the aspirations would t2 in the

T R I S R A e T

following orders:

i. Help to iperease production : 554
2. More roads, bridges, canals, dikes

and dams 3.335
3. Electricity and water : 335
L. Health agencles : 305
5, More schools and teachers s 304
6. Better security s 303
7. Better supplies s 262
8. Social waliare s 153
9. Community houses and facilities : 108

Overshelming importance is attached by our rural people to
" increased productivity. Recognitlon of tris fact by the central
Governzent should be the besis for sound economic and social policies

in 1968 - 1971.




: Priority; Priority: Priority: Percent : Percent : Percent : I +1I1+
yASRS

ASPIRATIONS : 1 : 11 : IIT 71 : %I1 : : IIT
L A A S AN Ao S S
- Help for increased production. ; 94 ; 90 ; 92 ; 20,2 ; 19,3 i 19,7 : 276
- Better security, © 59 0+ 20 : . 26 : 16,9 : &3 : 56 : 125
- Electrical power aad water supplies. : 54 : 64 ; 45 : 11,6 ; 13.7 3 © 9,7 ; 163 .
- More roads, dams, dikes and drains. : 53 63 50 11,4 13,8 10,7 166 =
- Better supplies. C s b 4 v 3 i 97+ ey i 1,9 : 166
- Health agencies. ; 43 ; 61 ; 54 : 9,2 ; 13,1 ; 11,6 ; 127
- Schools and teachers. ; 40 ; 60 ; 64 ; 8,6 ; 12,9 ; 13,7 ; 158
- Construction of social and sanitary ; 24 ; 25 z. 31 : 5,1 : 5,4 ; 6,7 : 164
services agenciles. : d s : : H :
- Community houses and facilities. : 12 ; 9 ; 15 ;' 2,F ; 1,9 ; 3,2 ; 80
- Miscellaneous. o Y 0 b s i a7 6.2 : 11,2 : 36
Total e hee e i w0 s Tmee i oo 198




TABLE II,- NUMBER OF VILLAGES BY ASPIRATIONS ON AGRICULTURE,

: ‘ ASPIRAIIONS ' : Number of : Perceﬁt
: : villages :

R T T L L L L L L L L L L L L L L L L P L P L L PP P L L LY P L L LR X

t= Buying fertilizers, insecticides and : :
sprayers at official prices. : 66 : 11,5
:- Need agricultural equipment, : 225 : 39
1= Establish agricultural, credit agencies, : 163 : : 28,3
rice production cooperatives, farmers ’
unions. ‘
:- Irrigation and drainage. : 46 : ' 8
;= Hlelp to provide agricultural facilities, : 47 : 8,2
(distribute lands to temants, rice seeds,:
etc.). :
.- Provide technicians. o 18 : 3,1
1« No suggestions. HE 5 : 0,9
1« Miscellaneous. : 6 : 1
Total : 576 : 100
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TABLE TIII.-~ STUDENTS IN VILLAGES.

T L T L L L L T L B e N Y T N Y T T T T T T Y T Y 1 Y 2

No. : NUMBER OF STUDENTS :  Villages :  Percent
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TABLE IV.~- PRIVATE SCHOOLS IN VILLAGES,
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TABLE V,= NUMBER OF PRIMARY SCHOOLS.

: : Number of :

No, : PRIMARY SCHOOLS ¢t villages : Percent
1 : None : 23 : 4
2 : 1 : 91 : 15,8
3 : 2 : 99 : 17,2
4 : 3 88 : 15,3
5 : 4«5 : 135 : 23,4
6 : 6 -7 : 71 : 12,3
7 : 8 -9 : 35 : 6,1
8 : 10 - 15 29 s 5
9 : 15 : 5 : 0,9

: Total : 576 s 100
TABLE VI,~ NUMBER OF TEACHERS.
: , ¢ Rumber of :

No. : NUMBER OF TEACHERS : villages ; ercent
1 : None : 43 : 7,5
2 : 5 : 61 : 10,6
3 : 5«9 : 99 : 27,2
4 : 10 - 29 : 265 H 46
5 : 30 « 49 : 60 : 10,4
6 : 50 « 79 : 21 : 3,7
7 : 80 - 99 : 4 : 0,7
8 : 100 - 149 : 13 : 2,2
9 : 150 - 199 : 6 : 1

10 H 200 : 4 : 0,7

: Tetsl : 576 : 100
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TABLE VII.- NUMBERS OF STUDENTS PER CLASS.

HIGHEST NUMBER OF STUDENTS :Number of villages: Percent
1 : None : 39 : 6,8
2 HEE 50 : 69 s 12
3 : © 50 - 59 : 125 : 21,7
4 : 60 - 69 : 185 : “ 32,1
S« e 70 - 79 : 77 : 13,4
6 : 80 - 89 : 42 : 7,3
! : 90 - 99 : 14 : 2,4
3 : 100 - 119 : 14 : 2,4
0 : 120 - 149 ' ‘ s 7 1,2
1¢ : 150 : 4 : 0,7
: Total : 576 : 100

NUMBER COF VILLAGES BY ASPIRAIIO&S ON HEALTH.

TABLE VIII,.~

Ko. ASPIRATIONS :Number of village3° Percent
1 := Construction of village: health agenéies : 336 : 58,3
: (dispensaries, maternities, hospitals). : :
2 1= Increase health technicians (Public : :
: doctors, nurses, midwives). : 87 : 15,1
3°  := More medical equipment (drugs, ambulances,: :
: hygienic equipment, first aid). : 91 : 15,8
4 := Preventive injections for domestic : .
‘ animals. : 1 : 0,2
5 ;= Encourage the openlng of pharmaceutic: : : :
depots, | : 1 : 0,2
¢ ;= Eliminate corruption and bad habits (&rug :: :
: theft, illegal payments for injections at :. :
:+ public dispensaries, bad maintenance of : :
: health equipment). : . 1 02,
7  :e Miscellaneous. . : 6 : 1
8 i« No suggestions. Y 53 9,2
Total : 576 : 100 :

i
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TABLE IX.- NWMBER OF VILLAGES BY ASPIRATIONS ON SCCIAL SERVICES.

No. ASPIRATIONS (Villages unit) ¢ Number of : Percert
s ' : villages
1 : No suggestions : 242 : 42
: : :
2 ; Create funds and provide financial assis- : :
: tance families s 93 : 16,2
3 : Help war victims (refugees, soldier's : :
s+ widows and orphans and defoliation compenw: :
¢ sation) 3 55 : 9,6
4 3 Construction of low=cost houses and necese: :
s sary social services agencies (public inns; H
: entertainment places, rest roéms, public : :
: cemeteries, elders rest houses, children's: s
: parks, orphanages) : YA : 18,8
: Increase social cadres .3 8 : 1,4
: : :
6 : Seottle social bad habits (gambling, pros- : s
: titution, rowdies, juvenile delinquency) : 10 s 1,7
: : :
7 ¢+ Construction of pasodas : 4 i 0,7
: : :
8 : Heduce the difference between incozes of : :
¢t workers with U.S. agencies and farmers : 6 : 1
t s :
9 : Miscelianeous s L4 : 7,6
t : 3
s Total s 576 : 100
: : ]
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TABLE X.~ NUMBER QF VILLAGES BY ASPIRATIONS ON SECURITY,

ASPIRATIONS

No. ¢ : Number of : Percent
: : villages @
: : 3
1 : Want peace : 10 : 1,7
2 : Tncrease in military forces (more popular : :
: forces, reglonal forces, polica, combat. @ :
: youth). : 24,9 s 43,2
3 : Construction of village services : 4 s 0,7
4 : Construction outposts for hamlet defense : s
: (construction of outposts, new life hamlets :
: perimeter fencea around villages, along : H
: the mountalns, clearing of forests) : 92 : 16
5 : More weapons and equipment (rifles, ammu- ;: $
: nition, barbed wire, steel pickets, signal: H
: corps radios) : 50 2 8,7
: H H
6 : Improve the standards of living, and draft: 3
: deferments for combat youth, : 6 s 1
] : s
7 : Improve security budget : 3 : 0,5
8 : Eliminate corruption (bad village officials :
: hoodlums, theft and robbery, arrogant : s
: soldiers) : 10 ¢ 1,7
9 : Miscellaneous : 22 H
10 : No suggestions : 130 :.'22,6
H Total H 576 s 100
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TABLE XI. NUMBER OF VILLAGES BY ASPIRATIONS ON COMMERCE AND

SUPPLIES.
~ No. ¢ ASPIRATIONS : Number of : Percent
H st villages :
- : . 2 :
1 : Supplies of goods and materials at official : :
s prices (rice, cloth, insecticides, flour, s :
s+ cement, steel plates, agricultural equipment, : :
¢ fertilizers. : 257 : 44,6
2 ; Establish aﬁpply agencies (consumer coopera- ; ;
1+ tives, supply commissariat, reserve warehouses,; 3
: farmer associations) :+ 105 : 18,6
3 ; Construction of markets, enlargement of ; :
: villages. 3 19 : 3,3
: H S
4L : Credit to develop trade : 15 : 2,6
H : :
5 3 Buying equipment at low prices and assistance 3 '3
: for handicraft (Palm leaves for conical hats, : :
: sugar cane) : 2 : 0,4
: 3 :
6 : Transportation {airline services and secure 3 :
¢ road travel) 3 3 : 0,5
s : :
7 : Miscellaneous : 6 : 1
8 1 No suggestions : 167 : 29
3 : t H
s Total 3 576 : 100
: s :
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TABLE XII.~ CREDIT ACENCIES

Order : ¢ ‘Number of Percent
numbers CREDIT AGERCIES - ‘villages :
1 : Uoknown, unanswered : 25 : 4y3-
2 ¢ No credit agency s 334 : 58
3 : Credit agency in.existence : 217 : 37,7
: : ; |
: Total i 576 $ 100
TABLE XIIT.- SUPPLY AGENCIES.
No. SUFPLY AGENCIES ¢ Number of Percent
: : villages
: : s
L 3+ Unknown, no answers : 17 - 3 2,9
: ' : :
R : No supply agency. 3 443 3 T
3 : Supply agencies in existence, : 16 20,1
: Jokaa : 576 : 100
3 : :
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TABLE XIV,=-

‘Number of
villages

NURSES

Percent
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No. 3
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TABLE XV.=-
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TABLE XVI.~ NUMBER OF VILLAGES BY ASPIRATIONS ON
EDUCATION.

No. @ ASPTRATIONS : MNumber of : Percent
: z villages $
1 ; Construction of more primary ; ;
: schools and public education : :
: rooms. V ‘ : 355 : 61,6
2 : Increase teachers eand ingstructors: 121 : 21
3 : Repair aschools : i 3 3,3
4 : Increase training aids : 9 : 1,6
5 :+ No suggestions : 70 : - 12,1
6 : Miscellansous : 2 : 0,4
: ) 3 :
: Total : 576 o 100
1 . :
TABLE XVII.- HOSPITALS
No. : HOSPITAL : Number of : Percent é
: :  villages s é
1 :  Unknown, unanswered : 26 3 4y5
H : : .
"2 ¢ No hospital H 54, : 2,4 g
H H H ‘ |
3 : Hospital services avallable, : 496 : 86,1
H : :
t : :
: : s ,
: Total : 576 : 100
s :

-
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"PART TV

DEVELOPMENT PROGRAMS 1968 TO 1971




A principal purpose of ‘this report, presented to e new
govcrnment nt the start of its term of office is to submit our -sugj: tlons
and recommcndntions concerning those programs already 1dentif1ed.nng
vhich we believe oughg to be.startgd wlthiﬂ the next four years. They
conccrﬁ the following four subjects and areas of intercst: |

~ the full exploitation of the‘water resources of the Mekong
Delta, the first, and in terms of probable benefits, clearly the most im-
portant of ‘a series of regional development programs designed to resolve

the problenis and develop the resources of éach of our country's natural
|
|
1

f

geographic divisions;

- ﬁhe deﬁelopm¢nt oangricultﬁre, in 6rder to increase our
production of food and other crops, to decrease.ouf dependence upon
imports, and eventually, to restore the export trade in_agricﬁltural
produce which we formerlj enjoyed;

- the development and implementation of a pqlicy of seleccivé
industrialization; | | |

-~ a program of orgadized and ;ssiéted land éettlement, aimed
in the immediatg future at relieving the situation of the refugees, but
having the long-term objecﬁive of applying the eﬁergies of'surplus
populations in sqme”afeas to the development of‘;and and wéterireSOu:caé
in-qtherp. | | |

In Part II of this report we describe in summary form chevapproach
we recommend the Government to takei:owards each of these problems, concerning
which we believe substantial pro?resa can bé ﬁade within the next four years.
In each case wé have prepared or"héve in preparafion a substantial volume of

supporting material and technical data, which, if our general recommendations

receive the Government$ approval, we will discuss with the appropriate services

of the.Government in order to produce'final and concrete programs for early

-implemcntation.
~ - = 67 =




There has obviously not been sufficient time as yet to prepare

a full and complete development plan for the post-war period. Indeed, it
may not be appropriate to do this under present circumstunces. There are
too mnny uncertnintiee in the futurc, particularly concerning the duratiom,
: extent,’end charecter of military requiremente and operations, to be able
to predict the future path of development of the economy with any assurance.
One can formulate a number of hypotheses as to the way milxtary activities
and requirement will change in the next four years. The war may continue
and even increase in intensity-and sceie. Or the war may end, through truce
or other negotiated settlement among the parties concerned. As a third
possibility, the war may, through attrition and the grinding wear of conflict
decrease to a lower level of violence. In each case, and in many others
that one can imagine, the problems for development are different end'me can
deduce what those differences might be. However, rather than predict whieh
of the alternatives is most likely, it is preferable to desfign a development
proéram that is flexible and capable of meeting many contrngencies. We are
proceeding with our work on the basis of a variety of different assumptions,
such as those described in Part I of the report.

| This'report does not cover all sectors of the eeonomy;‘but it
dqea; in Parts II and III,,identify critical areas where long-term benefits
.are extremely promising and short-term benefits should be obtainable, In
Part III we descrnibe the subjects and problems concerning which our studies
" are not yet sufficiently a&vanced to werrant our submitting positive recom-
mendations to you at the present time. In many ceses, however, these are
subjects concerning which some progress snould»be possible in the next four
years, and as soon as valid conclueions can be drawn we will present our

recommendations and suggest discussion,




We are prepared to assist the Government and its services in any way we
can to 1n8ufe a successful development effort in tﬁe future,

. A‘succeasful dave10pﬁcnt eifoct will necessarily embrace both
eéonomic and'social change., It Is through change that growth occurs,'ané
A éhanges can be started in a number of ¢ifferent parts of our ecohomy
we believe that the accumulated effects will be copsiderable. No society
in the world faces greater difficulties, for we are proposing tb carry out
a development effort while a war is being fought. 'Although the difficultiea

are great, we do not believe they are insurmountable, and we do believe that

a successful program can be started now, one that wiil‘provide a visible
demonstration of the kind of future we aeek.to create for our people.

We reéognize the need for some first principles to guide our work.
These principles are simple and are drawn from the tradiﬁiogs of our countyy.
As the firat and most important of these'principles we recognize that deve-
lopment and growth must exFend to all the people; not merely'to a few. As
khé economy dévelopa it will be possible ﬁo share the benefits of growth
and to provide opportunities for indfviduals to develop in thelr own way and
asccording to theif'own requirements and values, For there to be growth there
must be change ~ changes in rights and privileges, and through such changes
a more équitable distribution of the benefits 6f deveiopment. A most important
objective of‘the developﬁenc effort 1s social justide. The success of ouvr
efforts in £he néxt four years - and in & much longer period to follow - will
be measured by the extent to which we satisfy the needs our people spoﬁ-
tancously express = 1mproved‘1iving étandarda for their families, adequate
rewards for their work, schooling for their children, and most of éil, peacé.
The last ;s indeed a problem that cannot be resolved excep£ by the combined
effort of all of us, , | -
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* Secondly, if development programs are to provide the things
which people want, then the people's choices must be voiced through popular
institutions, particularly thtough the councils of the village and the province.

No country has made, or can successfully make, all decisions at a central

. point.' Support for a development program and responsibility for carryiﬁg

it out muéé.be broadly based if it is to succeed, and the burden of the’
programs should be shared as well asrthé‘benefits. Our sugge;tions for the
next four years lie in this direction.

Finally, we recognize that major improveme;ts will take time to
accomplish, It may, for instance, take a whole gencration before the
great water resources we share with our neighbors are fully developed for
the benefit of all the countries. 1In m#&y cases wé perceive what nceds io
be done better than we yet understand how to do it., But a start can be made,
and we are confident that with faith in the future and the proof of development
before us inicertntﬁ things, we Vietnum§a§ can succegsfully desigﬁ our progran

for a bettor future, o

|
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...................

In prosent circumstances, accurate prediction concerning thé
expansion of.the economf in the‘next four years is.clearly imposaible;' The
main‘and most plausible alternatives can be described, however, and the
differences batween them examined. As will be seen, they vary considerably
one from another im accordance with di.fferent assumptions about the military
situation., In the least favorable alternative, the assumption is mde that
the war will conti;\ue t;.o make heavy -demands upon the Tesources of the -economy;
in the most favorable alternative, the assumption is made that the s;;curity
-situation will permit a greater cohcen}:rntion of effort and resources upon

.~ ¢ivilian developmental activitie‘s. The probable effect of three illustrative
" and p'_.l.nusible assumptions upoh the country's net domestic product is iilust-
rated by the éhart:. a
/ (1) In our first alternative, it is uénﬁmod that the war will
g continue at approximately its present intensity. The oﬁtlook for t:he.‘

economy 1f this happens can be predicted from past experience. There will

be few changes; demands will continue éo be high upoh resources and may

even increase, including the demand for military manpower. While military
end paramilitary forces presently constitute .about: 5 per cent of the totail
populnﬁiﬁn; the demand over the four-year period will probably rise to from
5.5 to 6.0 rer cent, There will be a cortesponding increase in employ;lment
in. the Icivilian govérnment sector, because t'hé public sector will be

obliged to absorb responsibilities that either did not exist before or

were as_sumcd by the private s;actor. Migration from rural to urban areas will
continue at appro;cimately tﬁe same pace as has occurred in the past several

“years, consisting partly of the movement of refugees coming to the cities as
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o the attractions of

places of safe haven and partly of the response C

city environment. This will be accompanied by a general decline in the needs

for labor for construction on public works (particularly those associated

with the war effort), offset to some extent by an increasing ability to :

e urban areas.

absorb the flood of people into commerce and services in th

In such circumstances there will be .some deterioration in

productivit'yﬁin virtually all sectors of the economy, particuiarly in -

_ agriculture which will be seriously affected by the shift to urban areas.

Most otner ci\anges in the employment pattern are likely to be marginal but

may be significant nonetheless. Because of continued high-level military

spending, the appearances of affluence will remain, but these would be

‘_ highly "artificial. By any measure the economy will become even more vul-
3 'nerablle"than it is now., Though it is improbable that there will be any

major‘breakdoun,‘the economy will operate at subatantially reduced efficiency,
and ﬁet"'domeatic product, as shown in the figure', will make only vé'ry ;nndcst

. gains. | -

(2) In the second a1ternative, it is assumed that the war will
'be'brOught to an end early in the four-year period, that a con31derabl.e b.

measure of demobihzation will be possible, but that this w111 take place

without the benefit of contingency plans for the immediate post-war period

In this event the economy will adjust as best it can, relying upon existing

market mechanisms to absorb the manpower released from the military into

the civilian sector. After 1968 demobilization would be rapid w1th a

possible reduction in military manpower from over 600, 000 to about 200,000

in, say, 1970. The general economic tendencies will be toward deflation

E and stagnation, though these tendencies will be limited by the fact that the

dechne in military expenditures and expenditures on support acitvity will

.
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be gradual, not sudden., In the absence of strong public policy, there'will.
be increased evidence of unemployment, and less than full use of capacity.

(3) In the third case we make gimilar assumptions concernin~ the

end of hostilities and the rate of military demobilization, but with the
slgnificant dlfference that contingencies plans, publxc contruction projects,
expenditures in agriculture, etc., will have been prepared to soften the
impact of demobilization upon the economy and»to make the absorption of
labor easier. There will be increased derived demand in the sectors of manu-
facturing, trade‘and services. The tendency of total employment to- fall,
which was quite apparent in the previous case, will be offset particularly
in sectors such as construction and transport. In the most general sense,
the contrast between this alternative end the previous one lies in the benefits
that would accrue from a well-designedAdecelopment program to absorb manpower
* relaased from military duties. | |
It is important to notebthet these three alternatices are notd"
presented_as predictions of what will happen in each‘case, but only aeha':
reasonable estimate of what could happen under the varying a55umptionc we.
‘have used. | |
Our estlmates of net domestic product in all‘three alternatlves
are'shomn in the chart. 1In the first two (i.e., either the war continuee
or it will end without development plans having been prppared), the pro-
jected f1gures are probably the best that the economy can hope to achleve.

In the third case (i.e., the war ends and development plans go into opcration),

we have been deliberately conservative, (Indeed, with a well-designed set of
development programs the economy might achieve a higher level than is pro-

jected.).
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The di[[crenccs between the three caseo can be illustrated

in various ways but perhaps one comparison will do, Under either of the
first two alternatives, the per éaplté income in the country thld [all,
thnt is, on the ‘'whole economic welfare would worsen, "while under the third‘
altornat£Ve, per capita income would rise, . though by a modest amount.

We have presented these three cases in oroer to help demonstrate
that action by the government to prepare a development program wiil enavble
- the economy to prosper and grow, We point out, however, that the model we
have used is a simple and unsophioticated onc, which does not lend itself
to an analysis of the difficuitiea involved in control of inflatioo, bolance
of payments problems, and other easential aspects of the future economio'a

scene, }wiv SR

’.
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- PART IT.

DEVELOPMENT PROGRAMS 1968-1071

\

A' We suggested previously in this report two conaiderationo whi e
we think vital to the healthy future development of our economy and soclecy.
The first is that there should be well-designed program for the full and
proper'use of our peoples' energies during rhe transition from war to peace.
The oecond is the ever-present need to provlde vigible proof of the Govern-
ment;a concern for the well-being of our citizens, demonstrable evidence
" that promises are being borne out by action, that progress is renlly being
mnue,lthat a future of fulfillment for our own and succeeding generetion;
is not merely possible, but is actually in sight.,

In this part, but only as first ateps which must certninly be
followed by many others (as fast as invascigations can be completed and
'-,‘recammendetiona formulated) we identifp four sectors in which progress is
necessary and'possible immediately. We describe in summary form what we
.think should be done now, and the nature of the long-term benefits ehat will
follow. We have prepared, to the extent possible in the relatively short d
period of our atudies, some aupporting material which we think it would be
useful for us to discuss with the appropriate technical services of gov;rnwent
1f our general conclusions should meet with your approval. It should then
lhbe'possible to decide what available resources can be devoted to these
programs in the next four years, and what additional'resources, if nny; should
be sought from outside Vietnam. | .

A. REGIONAL DEVELOPMENT PROGRAMS

Each of our principal geographical divisions, the South, the

Central Highlands, and the Centxal Lowlands, presents distinctive problems
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and opportunities, and requlrés distidcﬁive solutions and treatment. :
In Ehe Cehtral Highlands and Central Lowlands, the resoufce investigations
nccessary to determine and develop the yotentinl of thesa areas arc ﬂruacncly
incomplete, ond, although some bcneficial development activities can be under=
takeq in them in the next éour years, cqmprehensive regional developmunt
prograﬁ# will have to aialt the restoration of #ecérity.‘ In the South, in
contf#st, the problems ofv&évelopment are bettér ﬁnderstood. | .
Tbere are excellent‘prospecte that prese;t rice production on

two mllliqn hectares in the Mekong Delta éantbe tripled, and that higﬁ‘value
crops;can be lntroduced'and produced on a.large scale;v This obvicuslf |
represents what must surely:bé thexﬁost impoftant and promising economic
opportunity presently availablegto us. However, this splendid poteﬁtial
cannot be realized fully until the water resources of the Delta are brought -~
under control. Only with water control willvit become possible.to 1ntroduce“
succcsafully t’nc agricultural, institutional, and athef inputs in the intensiiy
required for achievement of the statéd éoél. . . |

. Water control in the Delta will ﬁave‘two elements:

- the construction and operation of systems

of dikes, channel controls, pumps and other facilitxes :

‘a

within the boundaries of Vietnam to provide for flood
- protection, 1rrigatioﬁ, drainage, water transportation
':;3‘ and salinity control; and | .
’ - the construction and operation of ﬁulti-purpoge g
' storage reservoirs upstrea@ oﬁ the Mekong River, and
outside Vietnam, to augment the low flow of the river ‘

during the dry season and to regulate floods.
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Optimumvdevelopmcnt rcquire; proper attention to both these
elements, but partial development 1is obtainable by the construction of works
of the fitst type without early proviqion of upstream storage. Thesec works
alone would permit the doubling of present’ rice productlon. The priﬁary
reason for upstream storage as well is that it would provide for che aug-
mentation of dry season water supply for irrxgation to permit extensive double
cropping of rzcevgnd broad diversification to other desirable crops in the
Delta; :Thevre€Qired storage camnnot be provid;d within Vietnam,

o New analytical techniques for the solution of the co&glex hyaraulic
probiems of the Lower Mekong River System, including the Delta, are now in
hand. Advanced methods of producing high yielding rice are known andvproven
in othef countries, and reqﬁiré only introduction and adaptation to Delta
conditioné::‘Delta conditions are suitaﬁle for’the growtb of other caéh,
indgstrial and forage crops. The emergence of a constitutional government
16 yietnam gives hope for resolution of security problems and.providegja timely
'opporﬁunity for institutionai and legal change, Coordinated planning for the
development of the Lower Mekéng Basin has b;cn in progress for over tén yeérs.
All';hewsigns‘are in favor of stgrtiné a comprehensive water resourceé progfam
now, and if'hhis is done there is excellent promise of success,

‘In view of the foregoing and after careful study of all avaxlable
»data, the Jo;nt Development Group has concluded that: |

-1, Multipurpose water control systems which will
. permit a doubling in rice production over the mext 20 yearskaﬁd
" in addition the introduction of new cfops can be constructed in
the De&ta at reasonable coét. These facilities woulé pfovide

protection against floods and éalinity, control of water-
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'applicution to crops and drainage during the r#iny‘season, dry
_fsaason frrigation to permit double cropping in about 10% of the
' fregi;n within the limits of natural river flow, qn§ improved in-
zland water transport. Vietnam dhould,immedidtely announce and -
undertake a long-range program for the planning, design and con-
struction of these éater control facilitics for the entire
Delta, and should aim at actual éstablishment of water control
“ovet»ailarge aréa within the next five years;.
2.' Substantial further improvement in Delta conditions
.- would result from the construction of multipurpose‘storage
‘reservoirs upstream on the Mekong River. These would further
‘reduce the flood and saiinity hazards, provide sufficient dry V
seagon wnter'suppliea'to irrig;te and double crop the entire
area (either.in’rice or in rice combined with other desirable
. exops), produce hydfoelectric poﬁer and create more dependable
:nnvigatgon conditions in the main river channels. Vietnam
- Jshould.stroﬁgly encourage and support ﬁhé joint.activitie§.
fiof nba viparian dcunhrien toward tha early imxylcnlexatétion of
.thosé upstream projects capable ofyachieving benefits for all
' the countries., | K
| - 3.  If water control ia.aséuréd, it will become possible
to initiate a comprehehaivé agricultural progra@ designed to attain
the production goals., This progrhm would include Improvements
to irrigated and non-irrigated land fntroduction of high yialding T

rice varietiea, modernization of agricultural practices, in-

creased use of fertilizers and pesticides, extension of credit *
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- a éfngle agency = which we may call the Mek&ng Delta Developir‘_

facilifies['crop diversification as indicated by land

cnpabiiity and local heéds, imprpvemenfs in marketing procéségs,
and adjﬁstments in land tenure. It will also be desirable |

to promote and assist local associations of wateriusers |

for the constructi@n and operation of relatively large 1rgi-'_:
gated agricultufal units within the grameﬁorkvof the main

water control sYstems. This will pérmit éhe efficient manage- -
ment of water use and provide‘effective channels for agricultpral
inputs.‘;éa the extent possible, these units should be formed
£rom exisﬁing adﬁinistrative ﬁnits, the areas of one or horeb
village'councils. Properiy Balanced attention éﬁiali of‘thesg

factors will assure that optimum agricultural benefits will';'xi‘

" accrue to the farmers, the region and the nation, and these will

amply jﬁstify the investment in water control féciiities;
Vietnam should establish a br&éd agricultural program to
accomplish these objectives within ﬁhe framework of'water
coﬂtrol plans,

4. The full accomplishment of the objectives of €h€“
proposed pfogram will require many years of hard work. |
Nor'is it possibie at this time tolpredict accurately its finai
dimensions or achievements, Nevertheless, the time is

opportune for a vigorous beginniﬁg, with which it will be

. poésible to enlist the full suppbrt of the people of the Delté,?

the nation, the riparian countries and sources of finance and

technical expertise.' Vietnam should now create and empower

. ment Authority « to plan and lates to implement a Delta
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_ development progfam, to initiate carly discussion with

Cambodia, Thailand and Laos regarding the possible scope

‘ . . . .
_and timfng of upstrcam projects, to control the usage of water

" in the Delta, and to provide managerial, financial and

- .sechnical assistance to water users' associations.

'S. The initial program of the Mekong Delta Develop-

' ment Authorify will include the preparation of a general

. long-range progrém for development of Delta water control and

‘_nchievement'of projected agricultﬁral benefits; the initiation

' of an early action program to identify and prepare a substantiél

ﬁ'area for initial operation within five years as a first step in

.-the long-range program; and encouragement, assistance and

" participation in a wide spectrum of activities designed to

/T'create support for and understanding of the program, .

6. The problems and potential of the Mekong Delta are

" ‘not exclusive to Vietnam but extend to a sizeable area in f?"'

;iCambodia;. Although a partial solution to Vietnam's own Delta |

Tproblems can be found within the national boundaries, a regidﬂalzlf

- solution involving both countries would certainly be more

'effecpive and efficient for both. The mutual interest is

: : ! o .
enormous. In fact, it appears possible that the development

. of mainstream reservoir storage located largely within Cambodia

‘could provide both countries with near optimum conditions for the

‘development of irrigated agriculture over very large areas as

well as substantial other benefits., Joint planning for joint
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development is certainly an objective'greatly to be desired,
: and we recommend the Government to take the tnitiative in
- encouraging and undertaking to provide support for such

" joint action from the ‘outset.

B. THE DEVELOPMENT OF AGRICULTURE

. ¢

In all countries the successful deveiopmént of agriculture Has
proved a difficuit task, but it is absolutely essentiallfor the development
of Vietnam, We have depended on agricﬁitural products for much of our
foreign exchange earninés and of course to supply the ba#ic food for the

‘ people, These considerations will continue to b; iqportaht in the future.
The objectives for a development program are easily.stated: |
-flincéease the pfoductioﬁ of rice in order to be "
i '-'_'self-sufficient, and also encourage diversification
[ .to higher vah;o crops, particularly; in some arcas.
- .Improve the éfficiency of the system of distribution
_of agricultural inputs and the marketing of agricul-

B turai products, | '

- Improve the efficiency of land usage within a system

_ofvland ovmership that is equitable and just.

- Establish and enforce a just systeﬁ of tenancy contrncts;

- Provid; adequate‘and economical agricultural credit.

We kndw the benefits that{would occur from programs toiincfeasé
the supply of agricultural inputs and to lower their price; For examplé;'
it is estimated that we could increase the production of rice by fifty per

~ cent wlth the proper use of fertilizers, but at present we are using only

onc-fourth of the amount that is required. An increased use of seed of

“-81- . '-".




higheyield varieties of rice will also raise production.
| The Intérnational Rice Research Institute has been successful
in brecding a line of high yiéldihg'rice varieties (the IR-Serics); some
of which may yield as much as six tons of paddy per hectare, or wore.
These varieties however will only produce consistently high ylelds with
‘ simultaneous use of fert;lizers careful schedu11ng of insecticides water
control and availability of other inputs. We warn against the notion that -

-

these new seed varieties alone wi11 golve the rice problem in Vietnam.

| In areas of Vietnam where transplanted or direéﬁly planted rice
{other than the floating §ariety) is now grown,'substituting IR varieties
»for the best pfesently available local varieties would probably increase
the éverage yield from two to at least three tons of paddy per hectare. This
‘would represent a notable achievement in the fi;e provinées of the I Corps
areakwh;re present yields are in fact well below the naéional average.
" With proper fertilizer applications end googi management under aup»rvxoion, ,
avergge'yields could be as high as four or more tons of paddy pef hectire.

Although there are now programs to increase agricultural

productlon, these programs are often unrelated to each other, 'We récom&ehd

that these various programs be brought together and that a "program package"

to increase production be started. The program package should include the

following elements: . ’imA

increasing and atabilizing the supply of fertilizers;
ipgsticides,vpumps, machinery and seeds; and éstaﬁlish{ng ‘
, { ;& firm price for these; | -
« increasing the amount of crédit availablelfor ;oans‘
and with a low rate of interest; |
- encouraging the construction of warehouses an& storage

facilities, A' o ‘ f
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- improving‘tﬁe distribution of information on

,farming methods and increasing the amount of
_f;chnical trainiyé;
- ‘encougaging the participation of the vill#gc councils
" and privaﬁe business in programs(for increasing
A pro#uction and'improviﬁg tﬁ§ distribution of products. -
The program package should be a detexrmined effort to conceﬁtrate
all of the individual programs for increcasing agricultural ﬁroduction. The
program package appronch has been tried in other countries and should be.
" successful here. It will, however, require active Suparvision of all programs
by & singlefagency, eigher the Ministry of Agriculture or a separate Agri-
cultural Producti&ity Agency established foxr this purpose.
. The effort that 18 required should initially be concentraced in -
a few provincee or districts, We suggest that no more than four provinces
ﬁ‘ be selected as centers for this activity, and we are prepared to suggest
specific provinces. These provinces will begome training and demonstration;
centers for the rest of the country, . . ‘
The progran for inecreasing agricultur51 productivity that Qe are
recommending 18 not entirely ﬁew, but there are‘signifiéant differences in‘
procedures and particularly in the concenttation and scale of effortvfrom
the programs that have been tried in the past.
We believe that too much emphasis has been placed in the past on
technical assistance and execution of the program work by outsiders, and not
nearly enough on aelf-help. It is not enough to induce farmers to work

under instructions of a stranger. An effective package program will be a

community affair; farmers and local 1eaders must get together and convince
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themselves aﬁd each other of the merits of the program first. Technical
assistance shoulélbe givén at the village level by Vietnamese extension
pgcnts,'not‘by foreign nationals, Oué extension agents, must oEvcoufse; e
wgfl-;rained, and it 1is in this training that thg assistance of foreign
experts may be most helpful. |

There are some additional policies that we offer for consideration
by the government. Thesevwould help)strengthed the progra& package menéioned
above. First, ;'government transport insurance pfégta& might stimulate the
building and ﬁperation of'barges for the transport of commodities. Second,
we suggest that the government considér incentive,payments‘for the pfoduétion
of rice;' This might take theﬁform of aﬁ ailowance of about $VN 5 per kilo
advaﬁcéd to rice merchants who purchaseArice and store or transfer it'th;ough
approved (controiled) wa;ehousas in the Saigon/Cholon areas., Such a program
would b;/app;icablc primérilyvin rice-surplgs areas. As prodﬁction coéts
are loweéed through impr;ved practices, the incentive payments could be
reduced{ A.separate marketing board might be required to administer such
a program.‘ Third, we suggest-thét the Agricultural Develdément Bank institute
low-interest loans to merchants who will use thege loans to purchas;”gnd
store inputs (especially fertiiizer)‘in‘the provinces. Loans should also be

made under the same program for construction of warehouses., We believe that

programs such as these will stiﬁulate increases in agricultural production

in our country,

C. THE DEVELOPMENT OF INDUSTRY

From the short-range point of view, iﬁdustry's war-time role is
being adequately performed today given the peculiar circumstances introduced

by a massive inflow of foreign funds. A negligible portion of productive
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{ndustrial capacity is being diverted to the war effort, and where this
does occur it is éasily.offsct by parallel advances in the private sector.
There 1is an active private'sector, whose performance should be encouxaged,

and the investment rate fn the first half of 1967 is quite creditable as

is the growth of productive cnpacity.

1

"”;In the_next ﬁbur years thefe are positive steps that can bé
. tgken to exéand industéy and to‘stréngthen the privateisector. This will
hﬁié,fhe effect of improving the overall economic'performance of the econcay.
The strategy to be.followed in making investment decisions'
consistent with both long-xrun and short-run goals appears #o be &3 follcows:
| 1. Promote and apﬁrove those projects where present marxets
are.adequate to justify e;onomic size plants such as nifrogen fertilizer,
flat glass, flourrmilling, cotten yarn, finished textile goods, an eil
refinery, bicycle parts and tires, cement and cement products, agricul-
tural based,industfies; food éroducts, and wood and pulf products.
/ 2, In those inddst;ies where economies of scale are particularli
impbrtant at today's market sizes, care should be exercised not tolfermit
fnstallatfon of plants that are too small and not to permit too many planta
. to be built, Monopoly pricing can ba controlled with greater loﬁg-run bene-
fits to Vietnam by means of import duties and import policy rather than by a
prblifeiation of plants., As Qégenefal rule, economigs of scale drevimportant
;in most sectors other than consumer nonedurables, in most products not now
produced in Vietnam, and particularly in larger pfojects involving'in-:'
~ vestments of over 100 million piasﬁera. The following aector? require special
attention: chemicals, metal products, machinery, electrical gnd‘tranéport
e¢quipment and cqnéuﬁer durabies. It 18 essy to point out errors in past
and present investment policies in these sectors, but by and lafge nost

{nvestment decisions appear to have beer sound,
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Eéonomies of scale are well-established and it will not be a difficult
task for us to recommend to the Government appropriate policy in each
sactor,

\ - -
3, DProjocta should bo postponcd for eome time 1f economica of

'scéle are particularly unfavofable at the markets that are estimated for
1975, for {nstaﬁce: bolyethyiene, polystyrene, heavy stéél flats and
structural shapes, caprolactam and‘pther raw materials for nylon filament
) productioﬁ? newsprint, most chemicals and most mechanic¢al and electrical
machinery. Pulp may be "an exception'to this, since .although the:local
markeﬁ is modest the export possibilities are very pgood.

4, Projects should be postponed but promoted actively by
‘ lowering duties on those products where the 1972«1977 market would ﬁermit
an economic scale of operation if the market can be developed. Examples
" would be rayon filament and étaple, PVC (polyvinyl chloride); soda ash.
“Where thefe are competing domestic products, as in the case of textiles,
‘speciai considerations afe warraﬁteq.

'{ 5. As a general rule, at least for larger products, investments
should be étudied csrefully to consider whether they‘should be, postponed
when ;he prodqction cost without profit is more than about 20 to 30 pereent
.above the C.I1.F. price, before customs duty, from Japan, Taiwan.or'other'
sources, J.- | | -

6. Because of the overriding importance of the agriculﬁural
sector, investments sﬁould bg_postﬁoned if they will result in a permanent
increase in price of inputs to the agricultural sector. An excéption might
be agriculturalitools or §ma11 power-driven traétors, where a subéidy might
iy <232 to start production of items that would evéntually be beneficial

e sectgr,
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7. In processing loan applicatione and requests,for'
exemptions, greater attention should be paid to domestic prices relatiye .
to import‘prices, with or without duty, and to economies of scale.

R "~ '8, For those products where economies of scale are important
in relation to market size, and where the entrepreneurs cannot raisc sufficient
equity capital for one-third to one-half of. the fixed cost of the project
plus worying capital, there would appear to be three feasible possibilities:
- (a) postpone the project until the applicants or a
group of competitors can raiae adequate equity; or A
(b) for projects of overriding importance to the
. development of Vietnam increase the ratio of debt to
equity'capital permitted by the financing institutions
: _ (1IDC, Sdflﬁlv, National Bank); or
(c) obtain the necessary additional equity capital from
| SOFIDIV or IDC,
In particular,.it is possible now to identify projects which
deserve nigh priority, at least for detailed feasibility study and possible.
early'implementation. Perhaps the most inportant of these it a largey?’
ammonia-urea fertiliaer plant which probably should be located close
to the ‘largest consuming market that is in the Saigon or Mekong Delta
area (possibly at Can Tho) A preliminary evaluation indicates that a large-
scale plant would be feasible and profitable. What is needed_now'is:a
detailed plant location and engineering study so that the construction of
the plant can be started without delay the moment security conditiona_permit.
It scems evident that because of traneportation costs the plant should be

~located in the principal market area and not at.a distance from it, VWe firmly
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| fecommend that the. studies suggested be initiated. 1mmediate1y.
| Second, the pro;ect for an ofl refinery should be reopened and
mightlbe gonsidered in conjunction with the fertilizer plant since the refinery
couid sup;1y inputs, The eliminaﬁion of the exclusiveAlicense for Fhe plant
andtopening of it for competitive bidding might help speed the decisioﬁ on the
refinery. '
‘Third, preliminaryievaluations also indicate the feasibility of
an increase in cement and c1£hker grinding plants; a floﬁr mill; paper pulp,
plywood and timber treatment plants, and sclectxve investments in pro;e¢51ng
of food products. If the: pulp and paper industry is properly plnnnud and
integraéed, Viethém could well become one of the low-cogt pulp and paper
producers in Asia, and thé.early errors of Taiﬁag and Korea could bé avoided
(crfors often in production in small uneconomié size units withlfhe wrong
raw_m&téfials, and non-integrated plants), The objective of tﬁe deﬁelopmgnt
- of the pulp and paper industry sﬂould not be to conserve foreign exchange
.in the short run but to develop a low cost pulp industry in the '70s, based
preferably on p1ne as a raw material well-integrated with ‘paper produétlon
and with wood products manufacture. The production of newsprint at the
present time appears to be particularly undesirable. A long-fangevstudy
is ﬁeeded today, without.regard for present security problems. Simildfly,
ecohomic size wpod broducts ipdustri;s need éventually to be devélqﬁed;
Thé recent success of the Vietﬁamese plywood factoryiattests to tﬁe éqgehtial

of the industry., Emphasis needs to be placed on:

(a) integrating saw milling with pulp production;

- (b) relating paﬁer and paper products to future
pulp production;

(c) sawn wood, treated timbers and processed

wood products;

(d) plywood; and .88 - R 4




(e) improved furniture manufacture.
. There are other'specific programs that we recommend for
serious consideration by the Government now. First, the establishment of

procedurés to channel the available credit on a more selective basis to’

* - the commoditywproducing sectors (rather than say in commercial activities)

while at the same time maintaxning necessary aggregate credlt restrlctlons.
Thls might be accompanied by an inc¢rease in the effective interest race which
would have a salutary effect on savings, Second, we suggest continued |
emphasis on industrial development outside the Sazgon/Cholon/81en Hoa area,
particularly through an active program for establmshxng xndustxlal parks
similar to the one at Bien Hoa and throqgh selective profits tax exemptiops :
forxlndustry that will locate outside of this central area. Third, we suggest
that the program for the Government to divest itseif of ownershxp in industrial

plants be accelerated by changing certain procedures. It may be iwmpossible,

~and even undesirable, to try to get engineering and accounting valuations

of‘these plants, The value to a new investor is the value of a "going
concern?? That value is determined by the expected profitabillty of the
plant. On a trial basis, we suggest that in a few cases a program of opening
plants to competitxve bidding combined with an "upset" price be tried and,

if successful, expanded to other plants, ;Fourth, we recommend greater
private sector particxpatxon in planning processes so as to obtain their

ideas, understandxng and cooperation in carrying out a development prog.am.

~ Such involvement could initially start with informal discussions with appro—-

priate groups of associations of bﬁsinessmen.
We believe that through these programs defxnite progress can be

made to strcngthen industrial development in our country,

i
14
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D. . POPUT.ATION MOVEMENTS

In the view of the Joint'Development Croup, there is an urgent and
compelling need for a program to alleviate the suffering of the refubees and
o incorporate them on a productive and pcrmanent banis into the cconomic life
ofrrhe couutry} In the short-run, such a program essentlally means Te-
settlcnent on new 1and wherever it can be found but it is p0551ole to make
a virtue of this necessity and to begin to plan now for a substan..ia1 prozram
of organxzed and assisted land settlement to open unused or. underdcvelopcu
lnnds as part of a long-run development effort, The prospects for devclopmeats
in agriculture, different from traditional production, make it likely tuat .
upland areas can be efficiently brought'into use and can absorb an increasing
number of people from areas that are now over-populated.

The dimensious of the refugee problem ere probably larger than the
official figures suggest: for apart from the estimate of more than 700,000
people still living in temporary camps, among those who have been "resettled"
or haye resettled themSelves there must be several hundred thousand more who
ha&e not yet been-orovided with the_conditions in which they cen earn their
'llivings and support themselves and their families; and there are many morel
now living in city slums, who have never been officially classified as
refugees at all, though that is what they are. Here, if a permanent and

satisfactory solution is not found to their problems,,is a substantial_seémcnt

of the population of V1etnam, at present apparently patient, but potentxally,

in the future, a source of serious economic political and soc1a1 unrest and

éissatisfaction.

i
l
|
i
i

We recognize, of course, that not a11 the refugees displaced from

their homes, and not all the soldiers who will be demobilized when peaCe

o
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‘returns, and not pll the surﬁlus population of the northern provincgs will
need to be accommodated in the agricultural sector. Some can be provided
with cmployment in new andiexpanding industries and in construction;'aﬁd mapy
farmqéi wﬁo have como ta the eitfes andllenrned naw tvades Qiil né; ayen want
Eb return t6 the land. A wéii designed‘development program will make ﬁrovision
for absorption of pé§b1e into commgrcial; industrial, and publie Qofks |
activities, But the probieé we f;ce|is'3tii1;a very large one; aﬁd after
taking account of all those who will find employment in new industries; ﬁnd
of ﬁany more who will return of tﬂeir_own accord to their former homes and
fnrms'whén these ;re made peimanently Sedure; over the coming ten years there
may be f;om 100,000 to;500,000 families whose most ﬁromising future wiil lic-
elsewhere.é It wi11 lié in our pfesently undeveloped areas - possibly, though
we tﬂink only to a vééy limited extent, in the Mekong Delta, as water concrol
is achieved and new land can be improved and opened up, certqinly in the upland
areaé:which will hopefully Affer opportunities for diversifying our‘agricultufal
ﬁroduccion by the cultivation.of new commercial crops.

| This is essentially a long-term problem, arising from the ﬁal-
 distribution of population‘in Vietnam in relation to resources. ‘We.have'
. concerned ourselves largely,.up to the present, with the situation in the five
northérn provinces which form the I Corps area (though these are obviously not
the only piaCes in Vietnam in which population presses hea&ily upon the
available resources). In the five northern prbvinces our belief is Ehét even
with.peace and the utmost feasible development of agriculture, fisheries and
forestry, the resource base.ié insufficient to provide an increasing population
with the means to make a decent livelihood. Production of rice is not (and
was not, even in times of pea%e) nearly adequate to satisfy local needs, yields

. . .

'per hectare are conspicuously lower than in the better-favored areas of
.Vietnam, and with a very large mov-ment of refugees from the outlying‘diétriCCs
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in recént years the population has become -increasingly concentrated in the

urban centers., . . : -   “?}

\Certéinly some 6¢velopment ca; take place in the northerqﬂﬁrdvinces,
.and in oth@r areas of the central lowiands which find themselves in,avsimilar
situation.A'No eki;ting opportﬁnity for déveldpmgnt should b¢ neglcéted. 3ﬁt
thelprospects aré limited, 'and it is impossible for us to avoid thé;conclusion“
that unless a considerable redistribution of‘poé;la;ion takes placéfthe

regional disparities in income will be great and will tend to widen.

The urgency of the‘refugee situation reduires that a start“ghould
~ be madc‘now; It is important to show that a‘permanent solution eiiéts for
the refugees, even if:we cannot hope, in present circumstances; toy§ffer it
to more théh a few chéusand families. It is élso important'that we should
acquire practical.expe;iehce of land settlement and development, and that we
should erect the orgaﬁizational and institutional structures capable of under-
taking larger programs after the war. It is entirely relevant to our own
sit&ation to remark that our‘neighbor Malaysia started its highly successiul
laﬁd'sgttlement program in order to secure‘its rural population from Co&mu?ist
'inflﬁence.' It has contiﬁ@ed it, long after that danger has passed, as &
-measure of deliberate economic policy, putting its unused resources ;allasd
at Ehe dispesal of its under-employed and needf citizens, |
| We are all familiar witﬁ the history of previous resettlement
.programs in Vietnam. ﬁetween 1954 and 1960 many thousands of peoéle, including
some‘bf the million refugées who entered Vietnam after the Geneva ConventionA
were accommodated in the Central Highlands and in the Plain of Reecds. Some of
the projects were well organized and well administered, and some have taken

. permanent root. Generally, however, the cxperience of that period was un-'

successful: settlement was far from being voluntary, and some scttlers,
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compelled‘rather than offering to sbandon theiryoriginnl homes, haé‘no
heart in the movement from the staft; some projects,'partichlarly‘inAthe
Plain of Reeds, were eétabliahe&ron éi?os where natural conditions‘wete
. difficult‘ahdAdiscouraging.f Even the successfnl'settlements have i@‘recent
years been subjééted to haragsment by the enemy, and many, pefhapsﬂﬁogt,
havé'bgen sbandoned. V. '
it {8 with this past experieﬁ;e in'miéd th#t we suggest some
guidelines for a rescttlement programs . |
~(1)' the movement of,peopie must be éntirely voluntary and
stimulated by economic and social incentives. It is true that refugees
have usually been reluctant to move across ptoviﬁce lines, o£ to moﬁe,'even*
inside prQVinces; far away from their homes. But some have exyressed’their
willingness to do tﬁia, and if one project can be established mnnyAmore will
follow. At,thé start it will not be a Sad thing that the numbers are limited,
-for we have not yet either the staff or the financial resources to'ééﬁl with
mass movements; . | o
| (2). the sites selected for settlements must be in areds whicb
are’ reasonably secure ox can be made and kept reasonably secure, There is
ho point in inviting refugees to expose themselves to the very dnngeré-from
wﬁiéh they have fled; | | |
| (3) tﬁe sites must be where soil, elimatic, and topographié
fconditioné.indicnte that the settlers will be able, by appropriate practices
and cropping patterns, to prosper and ereate good lives for themselves and
their families; and allocations of land must be sufficient to allcﬁ famili;s
to grow. Many of the present attempts to resettle refugees have unfortunately

been on sites with poor soils and 1little water, or in the neighborhood of

‘military bases where, although temporary employment is availabla,.a PeTLANSTT
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living is not;

(4) no setﬁlement'project should be starcéd without previous
Anegotiaﬁion with the people claiming an interest in it. 'WhateverAadvantages
-nré offered to che settlers - in land, housing,-technical aésistanéé.in

agricultﬁre; credit, equipment and supplies,'etc.'- the same advaﬂtages should
also be offered to the people among whom qhey'are.going to bg'11§ing. The
objective of settlement is the objective df'ali development -.the sgéter use
of resources in the service of the people;

(5)' the costs of a resettlement program will.be ﬁigh, but although
initially they may be justified on humanitarian grounds, the_progfam‘should
‘be planned so that ultimately the cbsts are.juscifiable on economic grounds.
We have'examineq one case of a possible settlement project, iﬁ'an.afea not
necessarily typical of the localities in which most settlement will take

* place, and came to a very tentative conclusion that the costs would approximate

about $VN 100,000 for each scttler family and about $VN 40,000 per family for

= ' CHL present inhabitants. Such sumé are, as a matter of interest, cqnsidarably.
: 'less than Malaysia has been spending for similar-pﬁrpéqes;
~ (6) to a very cénsiderable extent, assistance to the settlers and
‘others should be by loan repayable over a reasonable period of ;imé and at
reasonable interest rates. ‘Communal facilities such as schools, heaith
- centers, and roads, on the.other hand, should be at the direct cost of the
Covernment ; |
(7) .obviously the‘organizatibn and administration.of a large land
settlement program_wiil demand a governmental 6f‘quasi-govcrnmenta1 ageuncy
with a fairly large staff of professionally competent men and Momen.. But

the management of individual prospects should be entrusted to the greatest

extent possible to the communities concerned, and at the very least both the

settlers and the original inhabitants should be represented on projecf




management committees,

The Joint Development Committee would welcome an opportunity to
1 ’ . ) - .

discuss these guldelines with you and wich any of tha goverimuntal servicen
you intend to designate to be responsible for what is certainly a challenging
and formidable problem. In the meantime we propose to continua our investi-

éation of possible specific projects, including the identification of

suitable areas and sites for settlement projects, for it is only by grappling

withAspecific cases that we can hope to formulate a detailed program and then
turn the program into action. We are sure that this is a subject which merits
the Government's most serious attention, and we will be glad to applonur own

o efforts and enlist thése of others to procure some positive progress in the

I

vgry'early future.




PART III

OTHER TOPICS UNDER INVESTIGATION

We recommended in the previous part the Government's
support for action programs in four specific areas where some im-
'mediate benefits could result and some eé.rly progress could be made
-towards long-term development objectives.

Quite clearly these present recommendations do not amount
to a cdmprehensive development program, but only to what shoﬁid be
done concerning the problems which at the present time we--and others--
think we understand best. There are many other areas in which partial
‘ and still incomplete enquiries have been started and are continuing.
Somé of them are as important, perhaps more important, to bur future
kthan the four topics which presently lend themselves to action. In par-~
ticular cases, through our-own efforts and those of our friends, some
~useful development in already taking place; in others there will be a
continuing need to keep subjects ﬁnder review throughout the transitional
period between war and peace and for many years afterwards.

We think it appropriate to list these subjects at this time and
to present to you such éreliminary thoughta as we have been able to
develop concerning them.

A, AGGREGATE ECONOMIC POLICY

Many of the most critical current policy problems in the

country, such as the control of inflation or the management of import
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programs, do not strictly come within the scope of responsibility of
this group, "for they must be solved by appropriate ministries and other

agencies of government, However, in the longer run and because they

vitally affect development programs, they must be considered by our
group. Our work in this area has started slowly and at this point we

are prepared to §ffer for consideration a few preliminary suggestions
‘on public finance’ and monetary and fiscal policy.

Over the past year savings have been discouraged because of
inflationary pressures and the low return on savings. As a method of
stimulating savings, and thus of discouraging spending, it appears sen‘-
sible to consider a substantial rise in the interest rate. As mentioned
earlier in this ’report.v it does not seem likely that this would have seri-
ous effects on new investment, and if such a rise were accompanied by
easier availability of credit to commodity-producing sectors, the total
effect on the economy might be entirely beneficial.

There are two other policy proposals in inflation control that
others as well as this group have found attractive. The first concerns
a proposal for the selling of government bonds to the public as well as
to the commerci'al banking system. - With an appropriate interest rate
and perhaps with other features thatbmight guarantee in part the purchas-
ing power of the sum invested in a bond, there is a reasonable expectation
of the success of such a program. The second proposal has already been
acted upon and is now in operation, that is the withholding of personal
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income tax, It is rightly argued that in normal circumstands this fea-
turé is both equitable and an effective way to deter spending. However,
in present circumstances this progfam‘ falls primarily on salaried em-
ployees in large establishments (and notably government employees), -
‘There is some démger that without corrections the program will result
in placing the major‘ burden of the tax on a small part of the economy.

At tﬁe present time the Government's revenue comes almost
equally from three sources: taxes and duties; foreign aid; and borrow-
ings from the National Bank. And two—thifds of expenditures are on
military and defense needs. In the future, as and when the war ends,
and demobilization occuré, the strains on Government revenues and ex-
penditures will be grea.f. On the expenditure side the share going to
defense will decrease, but may not be immediately shifted to other
agencies concerned with development programs. To incre'a;se the ability
to shift recources it would, for example, be prudent to start on a series
of publi'c works project’s and to carry the preliminary plans to the point
where the projects might be implemented at rather short order.

On the revenue side there will be a need to consider the v#rious
sources of revenues, and most particularly, that part which comes from
foreign aid. In the future how much aid will be required to support a
viable and growing economy? What may be expected in foreign exchange
earnings under different programs of export promotioﬁ and import sub-
stitution? These and similar problems require attention now so that

contingency plans can be designed to the greatest extent possible.
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As a most material aid to effective planning of revenues and
expenditures, we recommend that the Government take the first steps
_now to establish program budgeting procedures so that the costs and
. benefits of major program elements can be properly evaluated. This
Atopic has already secured some attention within our Government, and
we believe that it would greatly help the'@vernment to make the neces-

sary decisions.

B. INSTITUTIONAL DEVELOPMENT AND THE ENCOURAGEMENT

OF LOCAL RESPONSE

The subject is not the exclusive interest of the Joint 'Develop-
ment Group, and it is in fact receiving a good deal of attention from
various agencies both inside and Qutside the Governmént. However, the
whole-hearted cooperation and participation of the public in national
development is extremely important; obviously none of our plans will
succeed unless they respond to people}'s desires and neéds, and are en-
thusiastically received by those they are intended to serve. We believe
that there 'a.re enormous stores of energy and competence lying dormany
in our villages--and it is our business, as it is everyone's, to inspire
them to action.

Our interest in local government and local response is derived
ffom these considerations: first, there is no doubt that there are ce:tain
kinds of development which can be administered more efficiently at a

.
local level--a region, a province, or a village, as the case may be--
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thé.n by a né.tional go_verninent, and these ‘kinds of development would
positively béneﬁt from a decentralization of responsibility. Secondly,
.we are concerned ﬁy the mounting volume of capital investment, desir-
able thhugh it may be, in prqjécts of purely local significance, hamlet
schools and village heall;h centers, for instance, without regard to the
future burdens of maintenance and operating costs. - If such projects
‘do not, in fact, truly respond to local priorities, and if the burden of
maintenance eéannot, for one reason or ariother, be undertaken by the
‘communities concerned, then it will fall upon the‘ national >go‘vernment.’ :
It will be a heavy burden, one that will require the diversion of scarce
resources from other, possibly more urgent ’and deserving projects.
Finally, the decay and disappearance of our traditional forms of local
self -government, without, until very recently, any attempt to replace
them, is obvio‘\;sly a serious weakness in our modern society. It has
separated the Government from the governed, exposed the latter to rha.-
lign inﬂuehées, and deprived the basic units of the society--the villages
and hamlets--of their right and duty to initiate the activities most re-
sponsive to their needs.

We therefore welcome the reforms introduced into the admin-
-istration of local government in late 1966 and early 1967, and the elec-
tions that were held in some 980 councils last April. Our feeling is that
it may not be too ao§n to introduce further ;'eforms. These might be
in the direction of eliminating some and reducing others of the controls
which the Govézfnment still exercises over the administration by a
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village of its affairs: of relieving the villages of some of the expense
they incur for the maintenance of central goVernment installations of

Eransferring to the villages some of the items of ;'evenue which they

now collect on behalf of the Government; and, in retV:urn,‘ of investing
the villages with some specific and exclusive ‘functions which presently
fall upon the Government.

However, it would not be appropriate for us to offer recom-
mendations aimed specifically at develﬁping the institutions of local
self-government. This is not primarily our concern, but that of the
Ministry of interior; and important progress has already been made in

recent weeks in at least one of the directions suggested in the preceding

paragraph--we refer to Decree 041 /67, diverting to the use of the local
authorities the land tax revenues previously collected on behalf of the
central government. We welcome this iﬁitiative also; hopefully it will
assist local authorities to undertake the kind of developments in which
their c,onstif;u’ents are chiefly interested, but which are beyond the reach
of their presently meager resources.

Our interest in the development of local self-government--and
other forms ’of communal" acti\.rity--is in their relationship to the de-
velopment ‘effort. ‘As mentioned previously in this report, the enquiries
we addressed to so many of the neﬁvly elected village councils were di-
rected prihcipally to ascertaining what thé local priorities really are.
The replies we received ‘Ieéve no doubt that the sPOntaneous,‘ preponder-

ant interest of our rural people--still the great majority of the nation--
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lies in the kind of meaa>ures that will help to improve their standards

of life. In many cases the recommendations we have made will involve,
and in some cases they will be heavily dependent upon, public parti-
cipation in a variety of local foz;ms--Water-user associations in the
Mekong Delta, the uée of village councils and Tenant Farmer Unions
for the administration of agricultural development programs, and popu-
lar representation on the management committees of land settlement
projects. We do not believe there will be a need for the Government

in all cases to create new and consequently artificial organizations to
achieve these purposes: we do believe, on the other hand, that there

is a need for all of us to demonstrate our confidence in the people's

capacity to organize themselves and to act efficiently in the service of
their own économic self -interest.

We ask at this stage whether éomething should not be done to
stimulate popular choices in economic development at other and higher
levels than the villages and hamlets? Sympathetic and understanding
administration by the provinces is essential if village councils are to
discharge their development functions with proper indepvendence and ef-

ficiency. It does not appear to be practicable in present circumstances

to contemplate the establishment of completely elected provincial author-
’ ities, even though these were accepted in principle by the previous gov-
ernment; but it may be practicable to contemplate at least a first step

in that direction. We envisage the election {not nécessarily by the bal-

lot-box, but by any convenient and less formal procedures) of Deputy
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Province Chiefs chargéd with the administration of local develppment
programs. We éee the incumbents as local men, bringing to the task
of dev;alopment, surely our mbst important interest once peace returns,
local knowledge, understanding, and interest. These are the most im-
portant ingredients for success, and they are ones which even the best

of appointed officials cannot adequately contribute.

C. TRANSPORTATION

Our group is tontinuing to examine transportation and the pro-
grams for improvement. Our studies inclﬁde:

An assessment of the present modes of transportation; their

adequacy and condition,

Preliminary suggestions as to modes of transportation which

should receive priority in development and the stages which

may kbe involved, taking account of growth projections in the

various areas emerging from our studies in other fields.

There are five majo~r areas: fhe Delta, the southeast region
extending between Saigon and Dalat, the coastal region from Saigon to
Hue, the Central Highlands, and Saigon and its suburbs. The primary
function of a national transportation system is to provide the principal
integrated means for efficient social and commercial communication
between and within these areas. This criterion sets the pattern for
major transportation corridors in the country.

‘The existing transportation system consist of the national and
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provincial highway systems, the railroad, the inland waterways,
maritime and coastal shipping lines and ports, and-air transport.

Air transportation appears to be reasonably adequate, especially for

* the more normal needs of a peace-time ecbnomy.

‘In reviewing the other trénsportation programs of the Govern-

ment, the Joint Development Group's continuing study involves test-

ing certain tentative coﬁcluaions, region by region, as bases for ap-
praising these programs.

Commerce and communication in the Delta and between the
Delta and Saigon will contiﬁue to be divided between the inland water-

ways and the highway system. Both modes will be strongly affected

by the Delta development program we are recommending. Although
the waterways are ideally suited for the transportation of rice, the
major export from the Delta, they are unable to ﬁompete with highway ‘
transport iﬁ speed and convenience which are more important to the
movement of people and other products. The inland waterway routes
are adequate to meet projected needs and their condition is reasonably
good, considering the lack of maintenance in recent years. The high-
wair network, however, is in need of major reconstruction to standards
required by present wheel loads and traffic volume., Because of the
economic importance of the Delta, and the prospects for economic de-
velopment in the region, dredging of its waterways and reconstruction
of its highways should have high priority.
The national transportétion program in the southeast region
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should be llargely directed toward improving the integration of the

region with the national system. Since distances are short and the

~ economic potential of the area does not indicate a high volume of bulk
product flow, highway transport will be the more desirable mode, with

first priority being given to highway reconstruction between Dalat and
Saigon and Phan Rang. If this is done, continued maintenance of the
rail connection between Dalat and Phan Rang may not be economical.

The present transportation system serving the long narrow
coastal region between Saigon and Hue consists of three modes: high-
ways, railroad and coastal shipping. The highways are now in poor
condition, and the railway is virtually inoperative. Major expenditures
would be required for their reconstruction. Because the land routes
are presently ineffective, the major emphasis recently has been upon
coastal shipping (which is somewhat hampered by déficiencies in port
facilities) and air. ’ The Group believes that the national transportation
program should include an improved highway system and, perhaps, im-
proved port facilities for coastal and maritime shipping to serve the
region. Reconstruction of the railroad in the region may not prove
economical,

The national transportation program for the central highlands
area should consist of improvements to the existing highway system in
the area and to the several n%ajor highway connections to the coast.' As
security conditions improve, and the development possibilities in this:
region can better be assessed, for example, in forestry, the priorities
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for this part of the national program should be reviewed.

The national transportation program will have significant ef-
fects on metropolitan Saigon. But transportation is only one aspect of
the developmént progré.rn for this region. The Group intends to con-
sider the development of the Saigon/Cholon region in all its aspects.

Thercurrent program for secondary roa‘ds in all regions ap-
pears to be aimed at the decentralization of construction and mainten-
ance acfivities and the provision of equipment, construction mé.terials
and technical assistance at the regional and provincial levels. The

Group believes that this is a desirable trend.

D. ELECTRIC POWER

The development of a modern and economical electric power
supply to meet present and future requirements deserves a high priori-
ty in the program for the future development of Vietnam. As é. source
of energy, electricity has many uses: it can be used to bring light to
the homes of our people in the towns and the villages, to lighten the
burden of work of the home and the farm, to encourage the shop-keeper
and the industrialist to expand their operations, to permit much wider
- use of TV and radio for educational purposes, and to light the streets
of our cities and towns.’ Some progress has been made in these direc-
tions in Vietnam, but much work remains to be doné.

A program has been devised for a very substantial expansion
of production and distribution fécilities in the Saigon/Cholon area. It
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wbuld provide by 1972 four times the amount of electric power that is
available now, in 1967. Service would be extended to over a million
people (some 200, 000 families) in the capital and neighboring communi-
ties who are not now enjoying the benefits of electricity. Requirements
for power in the Saigon/Cholon area and its vicinity are expected to
continue to grow rapidly after 1972, and these will have to be met.
| Qutside the Saigon/Cholon area, in the central regions and in
the south, electric service is high on the list of development priorities
of the people, as evidenced by responses to our inquiries in the towns
and villages of these régions, Programs are needed now for the pro-
vision of a modern, efficient, electric power supply, which will be
capable of being expanded, as security returns and power requirements
grow, to serve not énly the communities in these regions which nowv
have electric service, but also fhe neighboring communities, large and
small, which are not receiving service. This would mean that, at as
many as three locations in the south there would be modern steam-elec-
tric generating élants? with associated transmission and distrib@tion
- systems which would gréatly expand the limited number of people who
presehtly,have electric service, Such systems, when established, could
bring service within a few years to at least a million people \x}ho do not
not have it. Programs now under consideration will be reviewed by the
Group in the light of the\ae criteria.

In the central fegions, immediate increments of power ‘supply
should be provided so that more of the people of these areas too can
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have modern electri; service, Pérhaps this can be expedited by the
use of diesel generators similar to those being employed in the Saigon/
Cholon area. |

In the éentral regions of Vietnam, and at relativély nearby lo-
cations on the Mekong River, there are substantial potential sources
- of hydroelectric power which can be developed on a multiple-purﬁose
basis and which may prove to be relatively low cost future sources of
électricity for Vietnam and its neighbors. As the power systems of
Vietnam develop, and as security returns, these potential hydroeléctric'
resources can prove very important to §ur economy.

The availability of modern electric power supply at reasonable
cost is an important faétor in industrial developmen%. As our investiga-
tions of industrial opportunities continue, this relationship will be given
consideration. |

To the fullest extent consistent with sound business principles,
modern electricl power supply should be made available soon in secure
areas, and expanded widely as security returns, so that our pneOple ‘can
utilize this modern source of energy in their dailyr iives. The economic
z;nd social benefits to be derived from carrying out such programs, on a

high priority basis, justify full Government support.

E. METROPOLITAN SAIGON

Current conditions in Saigon are abnormally influenced by heavy

military activities and other economic and social disruptions occasioned
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by the war. Amelioration of these conditions is the subject of. numer-
ous’ Govéi‘nment progra:ms of vé,rying effectiveness supported by USAID
‘and other égencies. - The Group doeé not consider ;hesé short-range
activities as falling within its purview, but does take very seriously the

need to plan for the orderly transition from the present situation to the

longer term situation which will prevail after the cessation of hostili-
ties. As its initial effort in this direction, the Group will undertake
an analysis of the various sectors éf the urban Saigon picture, to at-
tempt to project for each the facilities and services which will be re-
quired under peacetime conditions» and subject to the effect of long-
range development programs.

| 'i‘he program of self-help that was started in District 8 and
that has been extended to other districts is one deserving of the greatest
support by our Government. Althougﬁ such programs by themselves
cannof: hope to solve the difficult problems of housing, sewerage, trans-

portation, and education, they are a means to make some progress and

~ to make known the needs of the people, and for that reason alone they

should be encouraged and strengthened through financial and technical

support.
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