ONi MILLIOY 'TOHS OF RICE FOR SXPORT IN 196l - VIEINAM CAY DO IT

Way Do It:

The rzpid increase of rice production in Vietnam is the greatest
gconomic corunterinsu-gency challenpe and possibility in the country
and Vietnansse and Asevican techniciane believe i1t can be achieved
ticough no zommon play or production geals hzve desn develoned yel!l

Now, as the 3.iategic Hamlet Program moves {rom its security=
oriented Constru:t on Phase to its Social and Zconomic Development
Pnase and stimulat:n: economic opportunities zand quick increases

in rursl ijcome are leaded; rics production rmst be accelerated.

It should be «asy tc incresse rice production in Vietnam on
existing paddy lands where per hectare ylislds are only abcut half
of what th2y are ir rountries such as Jdapan, Korea and Taiwan.
High yields in thoie counbtries result from more scientific and ine
tensive farming prioctices such as widezcale use of improved seeds,
fortilizers, inssciizides, rodenticides, Arrigation; etc.

Use of these imdroved nmaterials and techniques can be increased
guickly in Vietnam with the carital investment for fertiligers insect=-
izides and radenisi-ides returnedyover from the increased first harvest,

twice

For iastance. use of mproved rilce seeds for Vietnam®s crops
should increase yinlids by an average fifteen percent whlle each ton
of Amaoniun 3ulphs.e, 1ot necesserily the oniy or best fertilizer that
might be used, shoull yisld an 2xitra ton of millied 1ica. But Vietnanm
now uses only about 100,000 ¥/T of fertiiizer on it 5,000,000 M/T
pacdy rice croos ecca year. Xorea uses 1,250,000 ! of chemical

fertilizer on its 2,300,000 M¥/T paddy producti- Taiwan uses over
one million toms of Tertilizer or its 2,007 , L of pacdy. OCne ton
of Jepanes:s Amvonitm Sulphate fertilizer .4 in Saigon now costs

Us$h3.50 wihile one tan of Vietnam MNe, .. <59 Broke~ lice ge2lls far about
UO$130000 ;‘OB Sal.g(:ni

In 1962 Vietnzm was forced to import rice becauss of bad wecurity
an¢ weather but in 1763 she will export about 300,000 M/T. This indicaves
current ability to harvest, coliect and iransport esport rice Saigon
warehouses.,

Besidss improviag rural security the Strategic Hamlet Program has
also improved local organization and administration et hamlet levels
thr agh election ard fomnation of Huiwleb Committess and Councils. Tpgse
hamlet organizatiors have already demonsirated their ability to receive
large amounts of inported chemical fertilizer and distribute it to most
farming fanilies ir iheir area under USDii's 1952 Fertiligzer Reward

Prcgram which coveret more than 200,000 families in ten provinces in
central Viatnan.
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By exporiing oae million tons of 158L rice GVYN can expect a net
profit over pressni rice export earnings of about US$35,000,000 which
can be used for obaier counuﬂrLﬂﬁurve"CJ afforts znd to offset possibls
inflationery tei ﬂeuclcs arising from its insurgency.

Hlow T> Do it:

i, USCil and councerned CVY agencles, uorkiag with the Interministerial
Committee v 3itrategic damlets, should study the oroblem and
develop 2 priority action pian 10 solve it which will inecludes

A, Rev cmanbation, &8 necessary, of pvesent programs o

A
L < 3
ant improved rice sezd (see atiachment).

B. Review and auvementation, a3 necessary, of present rice insect,
rodent and dissase cenirel prograns.

C. Continue with prasent programs for providing irrigstion for
double=ciropping (wiﬂémllls. pumps, damps, dredging, ete,)

D, Study riceland soil reguirements and insure thait Yietnam
13 3 2, - b3
import snproxinrately R)O,GOO M/T of suiteble chemlcal
fertilizers to be appiied to its 196k rice crops.

might bs Financed tnrough trade agreements or
s be t seen Vietnam and Japan and or Talwan, or with
Gy foreigi sxchange advances ragther than thru US Aid
since one dollar spent for fertllizer should return rice
worth three dollars whan exported.

Chemical fertilizers can be distributed to farmers



Conclusion:

b,

thru their Hamlet Committee, probably with NACO
assistance, on a fertilizer-rice barter system with
Hamlets delivering paddy to exporters after the harvest,
Amount of fertilizer and rice for eagch hamiet will
probasly not exceed 30 H/T of each, so no additional
rural storage facilities should be required.

1l.Under this plan disturbance to normsl trade channels

" will be minimized since present amounts of fertilizer
applied to rice are small and normal channels will
be utilized for collecting and exporting extra rice
produced. This latier will be achieved by selling
Hamlet Committee’s Paddy IOU's to exporters.

Chemical fertilizers might be distributed on sales
basis to farmers if sufficient cash credit can be made
available to enable broad coverage, however, barter
system seems simpler method of insuring credit during
growing and harvesting season and for controlling and
insuring exports through normal trade channels,

1. Vietnam can export one million tons of rice in 196L if USOM helps GVN
to plan for it now.

2. Improved rural security in Vietnam will facilitate this export.

3. Increasing rice production is best way to help improve livelihood of
majority of population of Vietnam who live in the delta provinces,

4. Producing more rice and exporting it is best plan for eccnomic counter=
insurgency available.

5. Having hamlet committees handle Fertilizer-Rice Barter Program will
give them worthwhile administrative activity and can provide source
of income for local hamlet governments and services.

6. Increased rice exports will increase government revenues at time when
deficit financing is contemplated and may be best way to avoid
debilitating inflatvion.

7. Dramatic increase of rice exports is best way of increasing gross and
net national products and permanently -strengthening economic base of
country and bringing it to point of genuine economic takeoff,
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SUGGESTED FERTILIZER-RICE BARTER PROGRAM

order to demonsirate the feasibilily of a Fertilizer-Rice Parter
Program in Vietnam, it is suggested that the Tertilizer to be imported
urder the US$2,000,000 capitalization plan for FACO in FY 1964 be used
in a pilot program for tartering for rice in 4 selected provinces; 2 in
the Delta and 2 in Centwvel Vietnam. This initiasl pilot program csn be
carried out in 1964 as follows:

1. NACO imports chemical fexrtilizer chosen as best suitable
for the trisl provineces.

2. KAGO, through its local representatives and the proviacial
services, arranges with the Strategic Hamlel Commiitezs o receive and
digtribute fertilizers to rice faimers ggeinst contracis with the Hamlet
Commitecs which gusrantee to return at the end of the planting season
rice according to & barter ratio wvhich will guarentzz the farmers an ade-
Quate profit and sufficlent Incentive for using fertilizer. This ratio
moy be approzimetely 1 kg of ammonium sulphate fertilizer for .6 of one
kg of Number 1 milled rice, 259 broken. Adeguate controls may be devel-
oped by NACO ard the Hamlet Committees to assure eilther the quality of
the paddy returned by the farnmers or the rice milled from it.

3. HACO will s2l1l its Hamlet Commitiee Fertilizer-Rice Berter
Constract to rice ezporters who will have the respounsibiliiy of going to
the bamlets, picking up the rice and subssguently exporting it.

The above plar should work smoolhly if more secure provinces are se-
lected for its pilot operation. This suggested plan is offerad a8 a
basis for discussion and refinement in order that NWACO, USOM, and other
interested perties can develop a fertilizer-rice barter syster in Viet-
nam which will enable a rapid increase in the utilization and extensioen
of fertilizers together with a concurrent increase in xlce exporis. Tais i
plan is completely economic and envisions no subsidies while providing
opportunities for extension of short term, interest-Iree credit, in-kind
to farmers giving them the opportuvnity for increased preduction and income.



