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VC POLITICAL INFRASTRUCTURE 

I. (C) INTRODUCTION. 

A. This newsletter is the third in a series to be published on 
the subject of the VC political infrastructure. The purpose of these 
periodical letters is to provide various elements -- particularly at the 
sector and subs ector levels -- with timely information regarding trends, 
strengths, organization, and vulnerabilities of the VC political infra­
structure. 

B. This issue contains a report of the infrastructure losses 
during the 1968 Tet Offensive with particular emphasis on the loss of 
quality cadre, an article on VC taxation, and' a discussion of the crea­
tion of a military region-level Party Committee in the Tay Nguyen - Lower 
Laos Military Region. 

II. (C) DISCUSSION. 

A. Infrastructure Losses During 1968 Tet Offensive (U). 

1. As of 2 March 1968, ,4:z:..m."~ of the enemy were reported 
killed as a result of the Tet Offensive. Reports indicate that a signif­
icant portion of these fatalities (possibly several thousand) were VC 
political cadre. Most of these cadre are probably being replaced by re­
cruitment or infiltration; consequently, the losses cannot be subtracted 
directly from total infrastructure strength. Nevertheless, such a large 
attrition in a relatively short period of time will place a severe strain 
on VC recruiting capabilities, probably resulting in an actual net loss 
in total strength. It should be noted, however, that strength figures 
mean little by themselves. Far more important are the early indications 
that a larger number of district and higher level cadre have been captured 
or killed during the recent Tet Offensive than during any other comparable 
time of the insurgency. These losses will almost certainly have a Signif­
icant impact on the overall quality of the political cadre and on the ef­
fectiveness with which the infrastructure will be able to direct and sup­
port the insurgency. While it will likely be several months before the 
full impact can be determined, some preliminary observations are possible. 

2. In anticipation of a general uprising in the cities, large 
numbers of "legal cadre" infiltrated into and around urban areas to moti­
vate the people and to lead them in demonstrations against the government 
of South Vietnam. By such actions', the cadre became vulnerable to friendly 
military and police operations, and initial reports indicated that a con­
siderable number were captured or killed. At the same time, organic in­
frastructure organizations already operating in the cities sacrificed their 
relatively covert status for overt activities in support of the anticipated 
uprising. In Saigon this activity included preparations for a provisional 
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coalition goverpment andexp~9.ins wby theyC were willingtoris~ the '; .. 
" presence of GeneralTran Do, Deputy Political Officer OfCentre.l 'Office; 

for South Vietnam, in the Saigon area, where he was reportedlykille'd 
oll"ll February. 

3. All of the above indicates a particularly serious loss. 
for the clandestine city or municipal political infraaj;ructureorganiza­
tions (equal to the district echelon in the infrastructJlre chain of C:om-. 
man'ii) throughout the country • Most initial attacks on government iIlBta!!.:' 
lations, National Police headquarters, and Army of the llepublic of. Viet, . 
namcompounds in and aroUnd the cities were conducted by elements ofvar­
ious sapper units directly subordinate to the city politlcal apparatus. . 
At the same time, city and other legal cadre conducted open prOPage.nda 
directed at organizing . demonstrations to complement the sapper at.tackB. 
When no uprising'materialized,many political cadre were rounded JlP by 
the National Police, along w~th the. s'apper un! ts. Subsequent interroga­
tions led to still further arrests; as the>National Police set up special 
teams to explo:l.t leads and capture members of the surfaced city organ:l.­
zat:l.ons before the VC could realize their miscalculation and return to 
underground operations. For example, information obtained during inter­
rogation of a prisoner in Nha Trang was .the basis for a police raid that 
netted four cadre, including two members of the Nha Trang Municipal Com­
mitte,e. In turn, their interrogation led to the arrest of a member of 
the Khanh Hoa Province Committee and one other cadre. The interrogation 
of the Provfnce Committee member then led to the arrest of two other cadre. 
This chain of arrests was completed in about 72 hours. The Khanh Hoa ICEX 
Coordinator stated: "It is possible that before the police are' through 
the entire VC Nha Trang organization will be destroyed." Similar police 
successes were possible in Qui Nhon, where preliminary reports included 
the Secretary and Assistant Secretary of the Qui Nhon City Committee as 
being among the VC eliminated in the 30 Je.nuary attack on that city. 

4. It appears that the VC plan for the general uprising 
was to have been carried out primarily through the leadership of district 
and city echelon cadre. These cadre were to have led the people through 
the uprising and then established provisional local governments'to fill 
the vacuum resulting from disintegrating 'GVN authority. In place of their 
anticipated success, the VC are now faced with the possibility of at least 
a temporary breakdown of infrastructure control .in certain urban areas. 
This breakdown II\8;y come about because losses suffered at the district and 
city echelons pl~ a very criti.cal role in the chain of camnand for the 
VC infrastructure. • 

... a. The Party Camni ttee is parj;icularly 
vuln~r~b,le. to m!'ollPR1!~r .. stlort~~el\ ... 'b,~c.!lUS,.e,J,it··"'i·~s,;t}lehighest i~action";level ;," 
in the Party political.echelon, where .. _ .. __ .• ". 
is still ;t>eing loss of· ker pr(:)b-

detract . but. 
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will the loss be immediate or critical. 
Committees generally meet once a month, 
Just responsibilities or to replace the 

The province Current Affairs 
allowing sufficient time to ad-, 
lost member. 

b. At'the village and hamlet levels, no one cadre's 
responsibilities are so great that they cannot be absorbed either tem­
porarily or permanently by another member of the local infrastructure. 
Furthermore, these local organizations are usually sufficiently flexi­
ble to allow for the shift of missions between various elements. For 
example, if the village Party chapter is destroyed, the Farmer's Asso-'" 
ciation Executive Committee may take over its functions, perhaps under 
the general direction of a single Party member from district level. 
In addition, local guerrilla units may be used to collect taxes and 
conduct armed propaganda sessions. Self defense and secret defense ele-' 
ments may be similarly utilized. 

c. At the district level, however, the sudden loss of 
key cadre (e. g. Finance and Economy, Military Party Affairs, or Security) 
can have immediate and far-reaching effects. District cadre usually have 
many years of Party experience, proven leadership capabilities, and com­
mensurate responsibilities that require day-to-day active supervision of 
a large segment of political activity in all the villages and hamlets 
within the district. District cadre are not policymakers or functionaries 
that carry out detailed instructions, but rather, "action" cadre who bridge 
the gap between the two. As such, their loss places a critical strain on 
the infrastructure, and their replacement will be given the highest priority. 

5. Shortages of cadre are likely to be most acute in Military 
Region V and Thua-Thien-Hue Military Region where the VC-controlled recruit­
ing base is the thinnest. In Military Regions 1 and 4, where a complete 
boundary and political reorganization is now taking place, losses will prob­
ably be absorbed, at least in part, by the reorganization which includes ex­
tensive downgrading, upgrading, and lateral shifting of personnel resources. 
In Military Regions 2 and 3, most vacancies will probably be filled by up­
grading promising village cadre, who in turn may be replaced by low-level 
Front leadership, perhaps from the Farmer's Association. Some shortages 
outside the Delta area may also be met by' increased infiltration of North 
Vietnamese and regrouped cadre. Regroupees will be favored over North Viet­
namesecadre at the district level, because of their familiarity with'lOcal 
conditions. 

6. Some temporary adjustments may be made in the structure of 
district organizatioris in the next few months. ' These adjustments'c6u.:icf'in­
clude changes in the balance between military and political activities. 
For example, in the Delta, where GVN R~volutionary Development (RD) cadre 
were temporarily withdrawn from the coUntryside into the cities, VC dis­
trict organizations probably expanded their propaganda and proselyting ele­
ments (at the expense' of military operations) in an intensive effort tb" 
bring villages abandoned by the GVN into their political sphere, befo're' the 
return of RD cadre. By contrast ~:l!strilts that have taken heavy casualties 
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among their subordinate local force units as a resuJ,t;of the Tet fighting 
~ will beimder considerable pressure fran theprovinqe:':~<'mmittees 'topl.ace 

the highest priority on recruiting. Some military lea.ders may be recrUi­
ted directly from the ~nfrastructure ranks, thereby further weakeniilg the 
pol1tic,al organizations to strengthen the military. 

7. It can be'concluded that: 

a. Large numbers of high-level VC infrastructure cadre 
have been killed or captured during the recent Tet Offensive: 

b. These losses leawethe infrastructure particularly 
vulnerable at the district and city level, where failure ,to replace lost 
cadre may result in the temporary breakdown of control in selected urban 
areas. 

c. The VC will give the highest priority to the replace_ 
ment of district and city-level cadre by upgrading, downgrading, laterally 
transferring, and infiltratlng North Vietnamese personnel and regroupees. 

B. VC Taxation. 

1. General. 

a. In South Vietnam today, the VC'must cope with the, 
problems involved in supporting and financing the activities of an 85,000-
man infrastructure and the military operations of a 225,000-man army, in­
cluding 38,000 administrative service personnel and 72,000 guerrillas. 
Although most enemy war materiel comes from Communist Bloc countries, the 
VC are, for the most part, dependent upon the people and land of South 
Vietnam for their other needs. To acquire the necessary support, the ,en­
e~ has developed a comprehensive and complex taxation system which amounts, 
basically, to extortion. 

,b. Since 1963 the ','shadow government" of the VC infra­
structure, acting in the name of the National Front for the Liberation of 
South Vietnam (NFLSVN), has made use of a tax system resembling that, of ' 
a legitimate government. There are extensive annual budgets, complex tax 
rates, exemptions, penalties, and tax collectors. Nearly every fonn of 
economic activity in South Vietnam has become the object of attempted VC 
taxation. The VCtax system is so extensive that one product, such as a 
bushel of rice, may be taxed ,in many different forms frOm ,the time it 
leaves the farmer's flelduntil it .. reache's the consumer~ 

:'i,"-';' "':'>'ii~:-'.; 
"i; ,if ,:.j}; 

< -;<,<-: " 
- "'-', c e , 

I 

I 



these sections are staffed by some of the best-trained' and most" irre- , 
placeable Party functionaries. Any group of armed guerrill~"can stop' 
vehicles on a highwa;y and force the drivers to give up part of 'th'eir 
cargo. Drawing up an extensive annual budget ': app~ing complex tax 
rates, and making involved inter-eChelon transfers, of assets, hOwever, 
are tasks reserved for on~ the most intelligent and well-trained cadre. 

b. Functions of a Finance and Economy Section. 

( I) Each Finance and Economy Section preperes an 
annual budget for approval by the eChelon Executive Camni ttee • Upon' 
approval of the budget, the section ov~rsees the complex tax collection 
and dispersal system by receiving, accounting for, and allocating Party 
resources. These resources include war materiel, food, and money. 

(2) The Finance and Economy Section also adminis­
ters production subsections, which are controlled from the province and 
district levels. The actual work is usual~ performed by production 
cells at the village and hamlet levels. In most cases, the production 
cell workers never realize that they are working for anyone other than 
the NFLSVN. The production subsections frequently have a dual function. 
They produce goods direct~ for the VC as well as provide services for 
sale to the general public in order to gain additional revenue for the 
VC. Sometimes it is difficult to distinguish by external appearances' 
between a VC production cell blacksmith shop and a local blacksmith shop 
whose owner is forced to provide services and pay income taxes to the VC. 

(3) In addition to administering the taxation sys­
tem, the Finance and Economy Section performs other functions. 

(a) In some areas the Finance and EconatlJ" Sec­
, tion operates an elaborate money order system for transferring money be-
tween families of VC soldiers and VC units. ' 

(b) Finance and Economy Sections in some of' 
the new~ formed subregions are reported~ performing Forward Suppli 
Council or Rear Service Section functions in transporting supplies to 
mili tary units. . ~: 

c. Function of Finance and, Economy Sections "at various 
echelons • There is a Finance an,d Economy element at each levelrir :th~ , 

, infrastructure from COSVN to hamlet.' However, the functionll or' tliese,' 
elements differ' accerding'to eCheion.' , , ', ".' 

"" . ',. ~"-

COSVN Finance and Economy Section. 

''''j-'' , 

tien atCOSVN level is to 
(8.) The mission of the Finance' and Ecoh~"Sec-

, , ',' ',',. "" ' ,\ . ';'. 1,' :.',~\';I.,H l_ j;; 

formulate general VC budgetary plans for, a~l of 
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. South Vietnam, except for the Tri-Thien-HueMp.itary· Region, t.he, T~ Nguy ea­
'LQw.l!r Laos Military Region, and .Mili tary Region V. In ma.k~ngtl1l)se plans, 

C'*W economists take into account the estimated budgets rece;l.ve'd, .~rc,m Fi­
nance and Economy Sections at lower levels ,anticipatedsur;pluse~and, def­
icits of various VC administrative areas, and programmedoperatfons tor the 
next fiscal year. COSVN I s Finance and Economy Section also issues' 4et'ailed 
instructions for accounting procedures and has provided the services 'of·ex-

, perts to train and assist lower level Finance and Economy Section cadre. 

(b) The COSVN Finance and Economy Section re­
portedly has s()II1e additional special functions, such as obtaining foreign 
currency (e.g. Cambodian riels) for out-country operations and purcnas!!s. 

I 

(2) Milits,ry Region Finance and Economy Section. 

(a) The mission of a military region Finance 
and Ecqnomy Section is to assist the military region Party Committee in 
implementing, within its subordi.nate echelons, the directives received 
fran COSVN and to provide technical assistance to lower echelon Finance 
and Economy Sections. For example, in Military Region 1 the. ~!irty Commit­
tee, with the assistance of the Finance and Econany Section, designates' 
tax rates for camnercial items in accordance with aCOSVN dir!!ctive.' 

(b) There is direct communication on technical 
matters, such as rates and account ing procedures, between tne Finance and 
Econany Sections ,of various echelons. However, tne actual chain of com­
mand goes througn each echelon I s Party Committee, where the Finance and 
Economy Section chief at that level sits as the Party Committee member 
responsible for financial activities. 

(3) Province Finance and Economy Section. 

(a) The mission of a province Finance and Econ­
omy Section is to assist the province Party Committee in applying the. broad 
directives received from COSVN (through the military region Party Committee) 
to the specific situation existing within the province and to provide tech­
nical assistance to lower level Finance and Economy Sections. 

(b) The province Finance and Economy Section 
supports district. and' village Finance and Econany Sections by assisting 
them in financial administration, training their accountants, and exercis­
ing general supervision. There is usually a province level auditing sys­
tem maintained by the province Finance and Econany Section to prevent .dis­
tricts .and villages from retaining more than'th'eir allotted shares of tax 
revenue. 
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(d) In some instances, the provinceFin~ce 
and Economy Section collects taxes although tax collection ts most ort.en 
the function of the district, village, and hamlet echelons. If a city 
(usually a district level) organization within the province is weak, how­
ever, the province Finance and Economy Section may collect. taxes in that 
city. Province Finance and Economy Sections have also been known to as~ 
sume responsibility for collecting taxes in large market places within 
VC-controlled areas of the provinc.e. 

(4) District Finance and Economy Sect.ion. 

(a) The district Finance and Economy Section 
has the mission of supervising the collection of taxes. Although most 
of the tax collection effort is usually assigned by the district Party 
Committee to village and hamlet cadre, the district section otten col~ 
lects from large shops in the district and administers district collec­
tion points. 

(b) The district Finance and Economy Section· 
is the lowest level having an elaborate VC monthly accounting system. 
The districts are usually dependent on the province organization for pro­
viding or training accountants to administer the system. 

(5) Village Finance and Economy Section. 

(a) . The mission of the village Finance and 
Economy Section is to collect taxes as directed by the village Party 
Committee and the district Finance and Economy Section. The village or­
ganization, like other echelons (with the probable exception of the ham­
let), prepares its own budget, retains part of the tax revenue, and sends 
the remainder to the next higher echelon. 

(b) Village Finance and Economy Sections gen­
erally assume the responsibility for collecting taxes from small markets 
and shops in the village area. 

(6) Hamlet Finance and Economy Section. The mis­
sion of the hamlet Finance and Economy Section is to support the village 
tax collection effort by collecting from the people in. the hamlet. Fre­
quently the Finance and Economy section at hamlet level consists only of 
a single resident who is also a member of the village Finance and Economy 
Section. 

3; Forms of Taxation. 

a. Agric~tural Taxes. 

(1) Since Vietnam has an agrarian econany, the.' VC 
strongly emphasize taxing the production, processing, transportation, 
and marketing of agricultural product.s. A statement issued by COSVN,in 
mid~1966 contains an estimate that agricultural taxes produce 80% to 90% 
of VC revenue. 



., (2) 
agricultural tax rates: 
production method. 

The VC generally use two methods to canp~te 
the. per capita method and the percent of total 

(a) Using the per capita method, each agricul­
tural household is assessed at a tax rate based on the number of persons'.: 
in the household, the income (Le. agricultural production) of the hou8e~ 
hold,.and the degree to which the family has supported the VC. Exemptions 
are pennitted for households whose members are serving or have served the 
VC. The rates typically range from 6% to 18% of the gross annual house­
hold incane, i.e. gross agricultural production. Recently, these rates 
have been rising, and there have beep many cases of the VCtaking whatever 
ther can find without regard to established rates. 

(b) The percent of total production method of 
COIIIputing agricultural taxes is more frequently used than the per capita 

'method, primarily because the' latter is more complicated to administer. 
Tax rates for the percent of total production method 'differ according to 
the local VC tax requirements, productivity, and influence. In general, 
the percent of total production tax rates increase fran south to north itl 
South Vietnam so that they are lowest in the productive Delt'a region and , 
highest in the canparatively poorer I CTZ. 

b. Industrial and Commercial Taxes • 

. (1) Since the VC do not have to control an area in 
order to impose the taxes, industrial and commercial taxes are especially 
beneficial to them. Most often, the industrial and commercial taxes take 
the form of extortion or protection payments. Businessmen pay in order 
not to have their shops and trucks blown up, their workers go on strike, 
or their families harmed. 

(2) A captured document fran the III Corps area con­
tains sane typical VC tax rates for business concerns: 

(a) By Net Receipts per Month: 

under 500 $VN (Us$4.24) exempt from tax 
1001 (US$8.47) to 1500 $VN (US$12.71) 5% of net receipts 
1501 (US$12.n) to 2000 $VN (us$16.94) 6% of net receipts .' 
2001 (US$16.94) to 3000 $VN (US$25.41) 7% of net receipts 
3001 (US$25. 41) to 4000 $VN ·(US$33.88) 8% of net receipts 
4001 (US$33.88) to 5000 $VN (US$42.35) 10% of net receipts 
5001 (US$42.35) to 7000 $VN (US$59.29). 14% of net receipts 
over 7000 $VN (US$ 59.29) .' 15% of net receipts 

(b) By Type of Business: 

~lJ;l'berllhops : 
\Opt;!rated byownere .' .'. ,' ..... . 

. c\,~eril.ted<bi' hired 'bar1>er!i 
'.: ' . 
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Tailor shops: 
-Operated by owners 
Operated by hired tailors 

Slaughter houses: 

Repair shops-(machine and bicycles): 

Dyers: 

Jewelers: 

5% of net receipts 
10% of net receipts -' 

50 $VN (us$.45) per pig 
100 $VN (US$.85) per 

buffalo or ox 

5% of net receipts 

5% of net receipts 

10% of net receipts 

(3) Industrial and commercial taxes are assessed ' 
according to the time of year, type and size of business, location and 
amount of purchases and sales of the business. In taxing businesses, 
the VC use either the precent of income method or a lump sum annual pay­
ment. 

(4) While all but the smallest shops are subject to 
some form of VC taxation, there are indications that the limited number 
of large bUsiness concerns in the Saigon area (the only area for which 
figures are available) provide much more in total tax revenue than the 
many small shops. For example, the VC 1968 budget estimates revenues of 
109,000,000 $VN (US $923,230) from large business concerns in the Saigon 
area including some overseas subsidiaries of US firms. Of the 109,000,000 
$VN (US $923,280), all but 5,000,000 $VN (US $42,350) is expected to come 
from eight large companies. 

(5) Some industrial and commercial taxes are probably 
paid in US dollars. This fact is evinced by the huge sums (in the hundreds 
of thousands of US dollars) reported to be held by the VC in Military Region 
4. The US dollars would be very useful to the VC for purchasing supplies 
abroad in countries such as Cambodia. Also, since GVN piasters are subject 
to more inflationary pressures and are more likely to be devalued than US 
dollars, large holdings in US dollars have a better chance of ma1ntaming 
their value than large holdings of GVN piasters. ,In any case, since a " 
takeover of the GVN appears to have been a serious objective of the rec'ent 
VC Tet Offensive, the'VC would be ill-advised to keep their reserves 'ill -
GVN piasters. 

c." Transportation Taxes • 
. :'.' ':"", ", ; : .,' 

(1) Taxation of Transportationthi-oUghiiui' siiutli;,iriet:;, 
nam is particularly adaptable to VC methods an~ capabilities. Tax stations 
are located along routes of communicati61l','such as' roads and canals, in 
areas where the terrain f.avors the security of the collection team and 
where rapid escape is possible in case of discovery by ARVN/FWMAF units.' 
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(2 ) The VC utilize two. basic ·taxes .along trans­
portation. routes, depending. upon their obJ.ecti. ve. To produce revenue . 

.1· 
they merely assess traffic along the South Vietnamese routes of communi-
catiol). To restrict the movement of goods both to and fr(llll VC-controlied 
areas they empla,y a restrictive tariff -- the import-export tax discus$ed 
in d (1) below. 

(3) Transportation tax rates normally vary according 
to the value of the cargo. Recently, however, the rates seem to be base!1 
more on the immediate needs of the VC. Typically, the rates for goods . .. 
such as rice, beans, fish, eggs, fruit, and salt leaving VC-controlled 
areas range b-cil 5% to '20% of the purchase price. Similar taxes are 

. imposed on manufactured and processed goods moving into rural VC-controlled 
areas. The taxes are collected in cash or in value, depending on the 
agreem~nt, if any, made between the VC and the transporter of the goods. 

(4) The 30,000 (US $254.10) to 60,000 $VN(US $508.20) 
in transportation taxes reported to have been collected one d~ along High­
w~ 13 in GVN Binh Duong Province, in December 1967 by the VC Finance and 
Econ<llllY Section is an example of how effective transportation taxes are in 
gaining revenue for the VC. ' 

(5) Transportation of passengers, as well as goods, 
is taxed by the VC. Although bus operators frequently ~ a monthly or 
annual fee to the VC, their buses are still occasionally subject to on­
the-spot taxation. Typical monthly rates have ranged fr(llll 70$VN (US $.59) 
for a three-wheeled cab ·to 2,500 $VN (US $21.18) for a bus going from 
Saigon to the provinces. In addition, passengers themselves are also 
assessed on occasion. Four percent of the total fare fr<llll point of de­
parture to destination is representative of the rate charged passengers. 

d. Import-Export Taxes. 

(1) VC import-export taxes are intended to prohibit 
or restrict the movement of goods needed by the VC fr(llll VC-controlled areas 
and the movement of unnecessary luxury goods to the VC-controlled areas. 
Purchase of luxury goods, such as liquor, perfume, cosmetics, nylon, and 
canned food, would result in an outflow of currency tram VC-controlled 
areas, thus reducing the tax base of the VC. A typical restrictive tax 
rate is 50% of the value of the goods being. taxed, but outright prohibition 
of movement is not uncommon. 

(2) Items not permitted to leave VC-controlled areas 
include livestock, sueh as cattle and piglets,or other items that are',ln 
critically short supply. ' 

e. Plantation Taxes. 
r .' 
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(1) Taxes on rubber plantations in South Vietnam 
have in the past b,een a major source of income for the VC, but because 
of "the wartime disruption of the economy and transportation routes, 
plantation taxes have played a steadily decreasing role as a source of 
income. In the past, 'the VC plantation tax rates were very complex, 
being based o~ location, size, amount of production, and on,nationality 
of the owners. French-owned plantations paid at a higher rate than 
Vietnamese or" Chinese-owned plantations. Recently, however. the rates 
have be,en simplified, wi th credit being given for trees destroyed in the 
fighting. 

(2) There have,been reports of plantation tax 
payments being made in US dollars. These payments may account for part 
of the large US dollar holdings reported to be in VC hands. , 

f. Property Taxes. There are reports that the VC levy 
taxes on houses and rice lands in some areas. In VC Thua Thien Province 
in the Tri-Thien-Hue Military Region, families reportedly paid a prop­
erty tax of 500 $VN (US$4.24) to 5,000 $VN (US$42.35) on their houses. 
In VC Long An Province near Saigon, farmers were charged five bushels 
of rice for each hectare of land they owned. 

g. I~come Taxes. 

(1) Vc taxation of individual income illustrates 
how complex and far-reaching the 'enemy's tax system is, even though in­
come taxes do not yield as much revenue as agricultural, transportation, 
industrial, and commercial taxes. There is, for example, an elaborate 

, system of exemptions for people who have served the VC or who have sons 
serving the VC, while people who have aided the GVN must pay at a higher 
rate. Persons making less than 500 $VN (US$4.24) per month are, in most 
cases, tax exempt. 

(2) The most common example of a VC income tax is 
that imposed on factory workers. Reported rates of taxation range from 
3% of income for workers in a soy sauce processing plant to 20% of in­
come for workers in a factory producing'military items. 

(3) Depending on the needs of the VC, payment of 
personal income taxes may be required in cash, goods, or personal ser­
vices. The latter form of payment resembles the corv~e system of 'im­
pressed civilian labor. 

h.SpecialAssessments. 
" :' l~' -., 

- , , (lfcTheVC also employ various kinds of, specJar-
'assessments to raise revenue.. One common form -1s ,the involuntarY '''ao-
o , tt ~""" .. ,, " , '" ~ 

nation. In VC Quang Ham Province, for example, ,the people were repor-
te'aly asked todoilatesums ranging frbin 5,000 (US$42.35) to 10,000 $NN 

(/ ,,' .. , 



(US$84.70) to the NFLSVN. In return the people were to receive certifi-, , 

cates stating that they had donated to the revolution. Funds raised 
from "donations" form a substantial part of the VC revenue in Military 
Region 4. VC revenue ,from "fund drives" in 1966, for example, was esti­
mated to be 21,112,025 $VN (US$170,348.85). 

(2) The "donation" or "fund-raising" te<::hnique is 
commonly used by the VC in areas where they do not have full control and, 
therefore, cannot administer a regular tax program. The requests for 
donations are, of course, accompanied by threats of terrorism if'the 
funds are not forthcoming. Other variations of these assessments include 
VC "war "bonds It and flloans ." ~ 

(3) An additional form of VC special assessment 
is the fine. Fines reportedly have been assessed agai'nst individuals 
by Finance and Economy Sections for violations of rules established by 
the NFLSVN. 

4. Distribution of Tax Revenue. 

a. Much of the coordination for distribution of col~ 
lected tax revenue is accomplished through the Forward Supply Council 
at each echelon. The cOmplexity of the Forward Supply Council precludes 
its discussion in detail in this newsletter. Briefly, however, the Fi­
nance and Economy Sections provide food and other supplies to the For­
ward Supply Councils, which transport them to Rear Services Sections of 
military units for issue to VC troops. The Forward Supply Councils are 
staffed by cadre from various interested civilian agencies of the VC in­
frastructure and vary in form according to the tactical situation. They 
are temporary organizations and function as a sort of liaison between 
COllection and distribution agencies. 

b. Generally, villages are permitted to retain 10% to 
20% of the tax revenue they collect. However, there are reports of con­
siderable "loose" accounting at the village level. The remaining 80% to 
90% is forwarded to the district level. , In turn, the district forwards 
80% to 90% of its revenue, including that received from the villages, to 
the province. These transfers, primarily on paper, are duplicated at 
province and military region levels until the bulk of the revenue from 
the tax collection effort reaches COSVN. At COSVN the revenue is re,dis­
tributed among the various subordinate echelons to finance the cost of 
VC operations, bothmil~taryand non-military. 

c. It should be noted that most of the transfers of 
assets in this collection and distribution system are "paper" transfers. 
For accounting purposes, the VC often refer to their tax revenue in tenns 
of GVN piasters, the values assigne'd to goods tending to be somewhat low­
er than the retail values • The assets generally remain phySically located 
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at a lower echelon Finance and Econ~ Section storage area although they may have been allocated to thiHRear Services Section of a mili­tary unit. The allocation is essentially an authorization for the Rear Services Section to draw a specified amount of cash, food, or goods from the storage area. 

d. While much of the tax'revenue collected by the VC is used to support insurgent activities unrelated to the welfare of the people from whom it is collected, this situation is not alwayQ the case. There have been several reported instances in the Delta of the VC using tax money for self-interest community purposes, such as building schools and pagodas. ' Loans to farmers to help'them incre!lSe production are also common. 

e. The three northernmost military regions in South ' Vietnam -- the Tri-Thien-Hue-Central Laos, Tay Nguyen-Lower Laos Mili­tary Regions -and Military Region V -- are apparently not included in this COSVN-oriented collection and distribution system, but indications are that taxation and distribution systems exist, within each military region. 

C. Creation of Milit 
en-Lower Laos Milit 

Committee in the 

1. General. Discussed below i8 evidence of the creation of a military region-level Party Committee in the Tay Nguyen-Lower Laos Mili­tary Region; which was formed as a result of the 1966 reorganization of Military Region V. 

a. One point should be clarified from the outset. The official VC name for the region Party Committee to be discussed is un­known. 

b. One high-level VC returnee, Huynh Cu, stated that the area under the jurisdiction of this committee is called the Tay Nguyen­Lower Laos Military Region, and for this reason, the committee dis'cussed will be termed the Tay Nguyen-Lower Laos Region party Committee. Other sources have labeled the committee the Highlands Region Committee and the B-3 Front Party Committee. These names will be used interchangeably in context with the sources. 

2. History. 

,,> a., :13efore 1966, Military Region V consisted' of thefol­lowing VC prov1.~~e!!; Quang Tri, ThuaThien ,KonTu!n' GiaLd\D8.k Lak, Quang Da, Quani,lilllil",Quang, Ngai,' Binh 'Dinh "Phu 'Yen; "and'Khanh, Hoa. Be.., tween JuneandAUgus-t '1966,Militar;t,Regitin V was reorganized ,into three separate milit~,rll!gi,:ms :,!.TrkThie~"'HUe'::Cefitrii.iLlios Mhi~a'i'yRegion, composed of VC Quang Tri and Thua Thieij'"Provinces and portions of Central Laos; Tay Nguyen-Lower Laos Military Rdgion (also known as the B-3 Front or Western Highlands Military Region), composed of VC Kon Tum, Gia Lai', 



and Dak Lak provinces and portions of Lower Laos i and Military Region V, 
cOmposed, of VC Quang Da, Quang l'I.am, Quang Ngai, Binh Dinh. Phu Yen.r~d 
KhanhHoaProvinces. ' 

b. One probable reason for the reorganization of Mili­
tary Region V was that its vast and diverse territorial expanse prec~uded . 
the establishment and operation of an effective 'cCllllllandand control SYS-l 

tem. Therefore, the area was divided into three smaller an.d more elistly 
controlled military regions. 

c. Another probable reason for the reorganization was 
that each of these new military regions forms a distinct unit suited for 
a particular role in the insurgency. 

(1) The Tri-Thien-Hue-Central Laos Military Region 
is contiguous with North Vietnam, thus acting as a buffer to keep exten­
sive ~round warfare in the T~ Nguyen-Lower Laos Military Region trOm ,ex­
tending into North Vietnam. 

(2) The T~ Nguyen-Lower Laos Military Region,lo­
cated immediately south (see map at Annex A) of the Tri-Thien-Hue-Cen\ral 
Laos MilitalT Region, .iII especially advantageous for VC/NVA tactical op­
erations because it adjoins Cambodia where VC/NVA forces maintain rela­
tively lIafe staging 'sites, logistical bases, and retreat areas. 

(3) Military Region V contains heavily popula~ed 
areas that provide the Vd with a manpower base upon which the Te;v tlguyen­
Lower Laos Military Region, with fewer resources, can draw. 

d. The T~ I'Iguyen-Lower Laos Military Region was first 
given military region status with the establishment, of the B-3 Front mil­
itary headquarters in late 1966. However, political control over the pro­
vinces (V'C Kon Tum, Gia Lai, and Dak Lak) in this area continued to be 
exercised by the Military Region V Party CCllllllittee. 

e. The T~ Nguyen-Lo1(er Laos Military Region Party Can­
mittee was probably not formed until late 1961', at which time it apparently 
replaced the Military Region V Party Committee in its role of providing 
political control over the provinces in this area. 

3. Evidence. 

a. Evidence accumulated as of March 1968 tends to con­
firm the establishment of a T~ Nguyen-Lover!!.aos Military Region Party 
Committee tocanp1einent the already exbtlngB-3 Pront.VC/NVA military' 
orgariization, thus elevating the T~ Nguyen-Lower Laos Military Region 
to full autonanous status, no longer dependent on Military Region V for 
political control. 
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b. The first reported mention of a T~ Nguyen-Lower Laos Military Region Party Committee was at a conference between a Cam­boaian Army officer and representatives from both the T~ Nguyen-Lower Laos Party Committee and the Military Region V Party Committee. 

c. A captured document, dated 12 July 1961, prepared by the .Political Section ot the 33rd NVA Regiment, proVides guidelines for political activities to be performed by various subordinate Party Chapters during the last six months in 1967. Among the specific tasks to be accomplished during the second half of 1967 was full <!"ompliance with the directive of the Party Committee, Headquarters, SVNLA, and "the resolution of B-3 }'ront Party Committee." What this directive referred to as the B-3 Front Party Committee has more recently been identified in some reports as the T~ Nguyen-Lower Laos Military Region Party Comm'i.,ttee. Although some captured documents continue to refer to the area as the B-3 Front or Western Highlands Military Region, T~ Nguyen-Lower Laos Military Region more accurately describes the area and serves to distinguish the Party apparatus from the B-3 Front militarycorgan1zation. 

d. A captured personal notebook of a member of Hl5 Com­pany, 320th Regiment, 1st NVA Division contains notes from an Hl5 Party Chapter meeting held on 26 October 1967. One activity of the Chapter dur­ing October, November, and December, 1967 ,was to be the "study ·and exe­cution of B-3 Front Resolution." The meeting of a Party Chapter usually involves the discussion of political subjects, even though it is the Party Chapter of·a military unit. A resolution of the sort discussed would have come from a Party Committee, probably the T~ Nguyen-Lower Laos Mili­tary Region Party Committee, rather than from the B-3 Front Military Head-quarters. . 

e. Another captured personal notebook contained an entry, .. " dated 11 November 1967, stating that the owner of the notebook had just studied the resolution adopted by the B-3 Front Party Committee." 

f. The next mention of the T~ Nguyen-Lower Laos Mili­tary Region Party Committee appeared in a document attached to a directive dated 26 November 1967 and prepared by tlle POliticalSect10n. VC GiS.Lai Province military unit. The document is an appeal originated by the B-3 Front Party Committee urging all subordinate .unitB to strive harder dUring the 1967-68 Winter-Spring Campaign to accomplish their assigned missions. From the text of the document, it appears to be a propaganda or emulation message. This sort of message would characteristically come from a Party Committee. 

. . g. The nextment ion of the.T~,Nguyen-:Lo'\fer .. Laos.M1W:ary Region 'Party COImIlittee aPIiiiifed in an incomplete 1967 pocket.calendar.con- . . tirlniIigeritriesmade byiUi"'1liiidentif1~d member of aplatoon.,..sized,unit. Included with i the C&lendlir i/{'animdate'd 1etter:f'ramthe cUrrent .. Affairs . Committee of the· B.;.3 "Front ·(T~ NgUyel!-Lower Laos Military. Region) >;Party . Committee. . ' . . , 
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(1) The Current Affairs Committee is the second 
ranking element in the ,organizational hierarchy of, the VC political 'in­
frastructure. 

(2) Since there is a military region-level Current 
Affairs Committee concerned with the conduct of d~-to-d~ political bus­
iness, there must be a military region-level Party Committee formulating 
the broad policy carried out by the Current Affairs Committee. ' Military 
region-level Current Affairs Committees are not created withou~ a Party 
Committee having been previous~ formed. .. 

4. Conclusions. 

a. Substantial evidence indicates the existence of a 
military region-level Party Committee within the territorial Jurisdiction 
of the T~ HglI¥en-Lower Laos Military Region. With the formation of this 
committee, the area comprising VC Kontlllll, Gia Lai. and Dak Lak Provinces -­
whether called the B-3 Front Command Military Region, the Western Highlands 
Military Region, or the T~ NglI¥en-Lower Laos Military Region -- is, in fact, 
a military region with both military and political autonomy. 

\ 

b. Thus far, three elements of the T~HglI¥en-Lower Laos 
Military Region, other ~han the Party Committee, have been identified. These 
elements are the Current Affairs Committee, Assault Entertainment Group, and 
a PSYWAR EntertailllBent 'ream. (See Annex B.) Annex C lists key VC political 
personalities of the T~ NglI¥en-Lower Laos Military Region. 

D. Region Party He&e!guarters, CT 8, and the Five New Subregions (C). 

1. General. An extensive an~sis of the reorganization of 
Military Region 4 (MR 4) into five subregions will be included in Newsletter 
66. In the interim, the following preliminary conclusions are intended to 
update the initial report on the reorganization contained in Newsletter 62. 

2. Region Party Headquarters. A new~ identified Region Party 
Headquarters organization functions as a COSVN forward headquarters in co­
ordinating the activiti~s of the five new subregions. The Region Party Head­
quarters also oversees and coordinates the activities of VC penetration and 
prose~ting agencies in the Saigon-Cholon area. 

3. 'CT 8. While control over local and main force VC units is 
exercised through the Military Command Committees of the five subregions 
(see Annex DJ, neither the Region Party Headquarters nor any of the five 
subregions exercise direct, control over the three divisions (the NVA 7th, 
the VC 5th and 9th) operating near Saigon. Control' over these divisions" is 
exercised by Headquarters, South Vietnam Liberat,ion Army (SVNLA), possibly 
through CT 8. ,Recent analysis of several captured documents indicates that 
CT 8 (AKA!' Doan 95 andLBN! 86,llOYK)' is a mobile tactical command post 
that operates as a COSYN military fC;>rw&rd headquarters. 



a. A company-grade PW fran a subordinate element of CT 
8 stated that the forward headquarters was formed in February 1966 and 
given the mission of controlling overall tactics, strategy, combat tech­
nique, and personnel replacements for the "vc armed forces in South Viet­
nam." He further stated that subordinate to CT 8 were CT 5 (VC 5th Di­
vision), CT 7 (NVA 7th Division), CT 9 (VC 9th Division), Regiment 76 
(security element for the forward headquarters), and Rear Services Regi­
ment 86 (AKA: Dean 86) support units. 

b. During the Lac Ninh and Bu Dop Battles (November -
December, 1967), CT 8 headquarters was located in northeastern Binh Lang 
Province. Since elements of CT 7 and ~T 9 were in the vicinity of Saigon 
during the Tet Offensive, it is possible that CT 8 directed Tet Offensive 
operations in the Saigon area. Indications are that CT 8 remains located 
in the Saigon-Gia Dinh area, but the exact location is unknown. CT 8 ap­
parently moves as operational necessity dictates in order to coordinate 
and control major VC units during large-scale operations. 

4. Designation of the Five New Subregions. 

a. The letter "K" is used with the appropriate number 
from one to five to refer to a subregion, its Party Committee, or subordin­
ate functional elements of the Party Committee. 

b. The letter "E" is used similarly to refer to a sub­
region Command Committee and its subordinate military units and agencies. 

c. Sane confusion in evaluating interrogation reports 
and captured documents has resulted from references by low-ranking VC cadre 
to the new subregions in terms of GVN place names. For example, Subregion 
1 is sometimes referred to as "Binh Duong" (from Binh Duong Province), while 
Subregion 2 is referred to as "Binh Tan" (from Binh Tan District) and Sub­
region 3 is referred to as "Nha Be" (from Nha Be District). Either these 
low-ranking cadre are more familiar with local names than with the new VC 
terms,' or they have not yet been informed about the new subregions formed 
by the reorganization. 
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ANNEX A: Map of Tri Thien-Hue-Central J,aos Military Region, Military 
Region V, and tpe Tay Nguyen-Lower Laos Military Region 
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, ~'. ANNEX B: Chart of th" Elements of the T~ 'Nguyen-Lower Laos Military Region 
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ANNEX C: 
Laos Military Region 
List of VC Political Personalities of the Tay Nguyen-Lower 

\ 

Name Position Source DOl --. 
Bo Cadre,B-3 (Tay Nguyen-Lower 

. 
'-"- Laos MR) Region Committee ·IR 6-028-1359-67 II Ju1 67 ~-" 

Son Public Security Cadre, 'B-3 
(Tay Nguyen-Lower Laos MR) 
Region Committee IR 6-028-1359-67 II Jul 67 

Vu Member, PSYWAR Entertain-
ment Team CDEC Log 611-1376-67 2 Nov 67 

Sac Member, PSYWAR Entertain-
ment Team CDEC Log 611-1376-67 2 Nov 67 

Tran Thi Thu Member, PSYWAR Entertain-
ment Team CDEC Bulletin 610,055 ~ Dec 67 
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