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I. Introduction.

A. Purposc = In coordination with the general study of the Uinistry of
Interior, regicnel and provincial administration, this study was nade to
understand the process of hudget preparation and exocution hy regional arnd
srovincial aduinigtretions in Vié&t-Negm, 7Two factors influenced this study
to tiae extent that a coneiderzble portion of the time was spent outside the
proper jurisdiction of the Ministry of Interior; they were: (1) The pest,
present and imnediate futurc dependencs and inter-relationship of the village,
nunicipel end nsticnal budgeta to the ragionel end provineciel budgets, and
(2) The fact thet, under present conditions, the Ministry of Interior has
little to do with actual fiscel operations outside its own centrel winistry
in Saigon, To elaborate a bit on this leat statement, it ey be noted thet
the Accounting anl Budget sceticn of the Ministry of Iaterior is rosjponaible
solely for the internal operation of the Miniastry aczd is in no way ccnccrned
with the fiscal cperations of local government, The Hinistry <f Finance
presently is the final authority of budget approval, oblization of funds
and auditiny of accounts for local administr-tion., It is nlso rocponsible
for tax eiministration and collection, and is the ministry from which the
Naetional Treasury derives its funeticns and authority. Hence, the gcope of
this study is broader then originelly intended, This nucessitated some
sacrifice of detail and pracision in order to develop as fully aa tize has
percitted the interlacking relationahips of gll levels ef lcecal adainistra-
tion in Vi8t-Nem. We feel that thia is Zrebably the firat study of the
couplete pioture and 25 such affers & 2ood franme of reference from which to
begin further study into the spocifio end speeinl prehlen areas, Hary
conflicting statenents woere recorded which, for lack of time end means
for further interviews, heve not been reconociled, but every effort has heen
mede to mipinize the use of this type of information.

B, Methcd ~ With tke full ti..e cooperation sf three Accriczm euployeca
end the part tize assistance of four others, apzroxinmately 36 finencial
employees of nationel, rogziomal, provincirl and nunicipel administrations
were queationed about their knowlelge eod roles in eotablishing anrd exccuting
the aforementioned budgeta, Needless to say no leck of interest was shown
by the helpful and responsive .officiels. We want to thank particulerly
Wr, Neuyén~Thuln, Dircctor cof Obligation Control, Ministry of Finence, for
kis advice and assistence in thoe Treparction of this study.

¢, Defipiticn of Terns - Beczcuse wmcst of the oaterial stundied by the
interviewers wze in French, the follewing English tre-slations are used
throughcut the text for uniformity:

1. PFiscal Manager Ordonnateur (his aigzazture sust
appdEgy on every suthorization for
expanditurc of funds),

2, Ligunidater Liguideteur (officer certifying that
coriginating office haa debited budget
correctly).,



2. Obligavicn Centrol

86, Indirzct Texcs

7. Nzgotiatad Incowme Taxz

B, Commaercial Licanazs
9, General Izcoze Tax
106. Turnever Tax
11. lkomey Voucher

12, Certificate for Cach
Payment

13, Aicditicnal Peresntages
Taxea
14, Pr.st<tisn Tex

15, Advance Lccount
13, Call fcr Bids -
17, Adjuéicaticn

II. Lezal Beelgrzund,

épanses Zazagies (audit of propesed
oulization of funds =2rd post-andit

f izlivercd item before actual

£ t i3 zuthorizéd),

I:p8ts Dirzacts

Irnitg In?lirects
Taxe sur l'exzrecice 4o divaersas
professions {iite: Forfaitaire)

Patenteas

L:pdt général sur le revenu
Taze sur 12 chiffre d'esffairas
Hen st

Ben de csicse

Additionnels

cosationa {Taxes paysbles in kind,
e

ainite d'Awvance
Lpnel di'oilres

Adjudicatic

A, For those unfarilar with French fiacal prcecasdures the following

may be of sssiatence, The Frenchk
in the regueating, autlisrici
are as follows:

1, Oblization of furds (Déperses Euzazde

2, Autborization of funds (Ordensancement) -

Managzer of the Budpat. .

nz, payxapt and auditing of a payaent.

ayster: i3 besed on four steps or controls

They

s) - which inciudes & pre-—andit.

is made by the Fiscal




-

3.

4.

Liquidation (Liguideticn) - preparetion of Money Voucher and
debiting of bureau account of Ludget. :

Payment (Trésorier) - is made by Treasury Agent who is
regrongible for kecping the offieial account c¢f budget for
the Fiscel Manager. This syastem is used with only minor
variations by nation and local government as well as to a
large extent by private firms (including banks),

B, Dy presidential decree of December 80, 1912 the reguletions
concerning financial operatisna in the French coloniea were modified and
clarified {previous regulations deted from Novamber .20, 1882). Theae
regulations are still in force as of this writing, with such chenges as
have been decreed since. The regulationa eoncern:

11,
12,
13.
14,
18,
16,

17,

General diapoaitions

Services whose ezpendituresa are of average dalegation of
authority

Bud;ctary operations of the various budgets
Preparation and approval process cf the varioua bhudgets
Division of receipts end excenditures
Eztrasrdinary ezpernditurss and receipts

Funds for public assistence

Execution of the budgats

Haserve funds

Cloaing of budgetary operationa

Adminigtrative accounting

Annual accounta

Managoment accounts

Municipal laws

Comﬁunal dispooition of various financial services
Obligztion control — funetioning of control

Treasury service - movencnt of furda



18, Exanination, verification aad judgement ¢f accounts
18, Judiciary control
20. Account debts

C. The regulations menticned number 426 articles of which probably
70% or more heve had some revisisn during the 43 years since prouulgetetion,
Most of the changes oocur.d during 1535~1548, a period when more autonony
was being granted to regioral enl provinciel eliluinistration., The reverse
has dbeen true since 1948 when the national govern=ment believed it necessary
for military considerations to keep a tighter rein on expenditure of funds,
This latter trend ias pérticularly truc of villame sutonony whick has suffered
in the past ten or so years and hes lost much of its traditicnal fiscal
powers end autherity, However, it io not within the scope ¢f this atudy to
go into the reasons why and at just what dete fiscal sduinistreation took on
its present ampecta, but rether to describe the theocretical and frctual
procedures oxisting today in Vigt-Naz,

D, A revised printing of the elove regulations in their present forn is
underway and the Vietpamese Governmeant printing office should have it
coapleted shortly,

E., There is & comnission consisting of mezbers from the Ministry of
Finance ¥hich has juat completed & proposal for a2 new Jrdonzence which would
replace the existing fiscal rzgulatisns, Time has perzitted only a reading
of ttia ordonnence and net a detailed study. The pnew low doce not seem to
depert in any menner from the existing figcel system based on the law of 1912
as amended. Tkeras ar: some new changes in deteils and it does not have all
the information described jn thia study. Sonec of the aspects noticed in the
new law includo:

1, The right to obligzate furds for sums under 2,0003 is not
neationed.

2, With regard to prorinecial budgeta, proviaicn is =zade that if §
e provinciel coureil sho¢uld ocait or refuse to vote eredits for i
obligetory exrensesa, the zatter will be referred to the
RegZonal Fiacel Manager who will zuthorize the funds., The .
provincial couneil will alzo pame a coumnission to verify
expendituras and reccipts of the provincial aduinistration.

3,. It a village budget ezceeda 6500,0008 approval nust be given
by the Begicnal Fiscal Manager, ' 1
4, No pantion is mede in tho new lew about the necessity to !
[

refer Purchese Requests exceeding 20,0008 to the Regiomal
Fiacal larazer. '



5. Any account which has cxceeded 1,000,0008 in the past three
yeers will be gubject tc review or post-auditing by the Court
of Accounting, Ministry of Finance,

III. General Purchase Prooedures - There are some rezulations common to
all purchases, whaetier they be nede by national or local administratora.

A, In theory every sdministrative service having en ecceunting offioe
has an Advance Account from which paymenta for purchasea not exceeding
60,0008 are uade. This does not imply tiaat the Purchaser cam cffect tha
purchase withcut higher autlhorizetion, it only means that final payment can
be made this accouvnt. In theory guch accounts are delegeted to the next
lower level of aduinistration (i.e. The Fiaeczl lanager ¢f the Neticnal
budget authorizes the establishuent of an Advance Account for charges
againgt the National Budget to each Winister; aimilarly, the Fiscal Manager
of a regionel budget would leciznmato Advence Accouats to Rezionzl Miniotrial
Directiona for expenaes ageinst the Regionzl 3udzet, and go forth),

Payments frowm Advance Accountn are méde ir cask by the Purchaser from funds
advanced to him by the Fiscal Manazer, BHowever, the uae of the Advance
Account is lizited and the docuuentis cencerning such purchaszs zmuat clear
the Obligaticn Centrol Section end Fiscel Mans-er (at the adzinistretive
levael of tke rroper Budzet) before another edvance to his Advernce Account
Will be made. Ordinary payments are mede by Money Voucher which conaista
of two parts: (1) HNon~negotiable lonecy Voucker which ic kept by the
Purciaser and (2) Certificete for Cesh Payment which is delivered to the
Suprlier who may cagh it at tie Treesury. All documents must be prepared
in triplicate, the copiez being kevt ac follows: (1) Treasury, (2) Liguida-
tor end (3) Fiascal Maaager,

B, Purchesec urder 2,0005 may bo made by direct purckhasc by the
Purcleser withcut hizher autkorizaticn, TLes paymert ia made frox the
"Advance Account”,

€. Purchascs between 2,000-5,000{ can Je eflected without ccnsulting
more than cone gupplier. Authorization by the Fiascel Menager is reguired.

D. Purchases between 5,000-60,000% require that the purcheser obtain
estimates from thrae Suppliers aund that he accept the lowzat offer.

E. Purchzaes axceeding 97,0004 are effectzd by auetion. There are
two typea of suctions enployed in VidteNen and it io up to the Fisoal
Menager te decide which wculd be more beneficizl and whether they should
be held at the nationel, resgional or preowvineizl lavel. Although the
rogulations agtelte that for [urchases excoeding 500,000%,an Adjudicaticn.
should be held, im practice tke decision in wade by thz Fiscal Maragor as
forementioned,

1,- Cell for Eida perzita the'Purchaser to chcoae between offers
zivizg consideration to such factors an guslity and oxpedieney
of delivery.



2, Adjudicetion muat go to the lowest bidder ¥ithcut further
conaideraticn,

F. There cxists a regulation concerning exrgercy purchasea, This atetoa
that such purchases mey be made without offers from multiple suppliers or
en auction if approved by the Fiocal Manager. It appears that this is used
pPrimarily feor purcheses of items which ars manulactured by only one firn
(example given was spscialized hosvital equipnent or specific malle of
autonobile).

IV, Analysis of ezpenditures by natiecmal end loesl rgovernment,

A, The meast nearly coxplete and up-te-dete egtimate cf toitel pudlie
expenditures in Vift-Naz during 1985 was shown t9 us et the Directicn of the
Budget, Miniatry of Finence, Tho following estimzetes do not inelude the
budgets of semi-gutonomcus governmernt supervised organizations (lational
Bank, Exchange Cf{ice, and Vidt-Naw Press) nor io the budget for Refugeo
Affairg ineludcd. No eatinate of williaze expenditures is avzilable at the
national level ard such inferzaticn was not gystenaticelly gathered from
the »rovinecial adzirisvrationa.

- Budget GVN % of tctal national,
Miliionz of Pieoters regionel and municipal
expenditures
- National "A" =Civil {1) 2,803,7 15
- National “B" =Military 10,550,3 - 63%
~ North Vi#t-Nam (2) 224.8 1%
- Centrsl Vi&t-lam (3) £19,9 5%
- Seuth Vist-Ham (J) 1,0606,1 8%
- Pus (3) 102.2 1%
- Hanoi (4) not svailable not availeble
- Gainhong (4) 25,6 : -
- Tourans (4) 49.0 . -
~ Szigon-Chelon (4) £99,8 4%
- Dalat (2). 13,0 -
- Anerigen Aid (5) ' 844.5 5%
Tetel: 16,852.¢ 102%

(1) This exzeludes subsidies tc regionzl ond puaieipsl budgets zo well aa
the contribution tr she Mational Dud et "B" (Militarys.
2) Through the clcoc of cperstiors in Hay, 105656
This excludes suboidiocas to provineizl snd cunicipal budgets.
Municipel budzeta inciude gubsidies from rational 2nd rogional hundgets
as well as their own gubaidies to publie grounps.
(8) American Aid is only that porticn available to the goverament for
civil use (and ercludes eszsistance to the Refugce Program).

1
3 .



B. The total expenditures by provingial administrations in South
Vigt-Nam is currently budgeted at 1,160,5 million piaaters (exzcluding
Bién-Hod's budzet which was estimated et 50 million $). Though no total
figures were available st provircial expenditures for Central Viét-Nem, en
eotimate of 100 miilion piasters Yas given., Moat of the provinces in
Central Viét-Nanm d¢ not have provincial budgets for this fiacal year,
Likewise, no totel figureo were given fcr the yrovinces of the PMS, but
estimetes run to 8-9 million piasters, Hence, & breaizdown of expenditures
by the netionel, regional, provinecial and tmnicipel budgets would give:

Budget & " % of total exzpemiitures
: Hillicna cf Pizaters '

~ National "A" 2,606.7 15%
- National "B" 10,580,3 58%
~ Regional 1,3:5.0 7%
- Provincial 1,918,0 11%
- Municipel 5i2.4 4%
- Americen Aid £44.5 : 5%

Total 17,947.9 106%

V., Nationael Budzat.
A, Source of Funds.

1, Excludirg Ameriean Aid there are six principal souvrces of
revenue for the leticnal Budzet "2

% of total
revenue

e, Direct Tazes

1/ Generel incoue tax

2/ Cozmerclgl incone tax Total 11%
b, Infirecet Texas

1/ Turnover Tex . Total 23%
c. Custom Receipts ' 25%
d., Exzeice texes of Governnent corntrolled itema:

1 Inported

a— Alcohol

b= UYHineral e¢il
¢= Tobaccec
d- Sugar

2/ Marufectured locally
&-b lateches
¢= Tobzeceo
d- Baer
e= Alcohol Total - 27%



¢, Receipts from lend rogistration and

transfer, state stanps, eto... 0%
£. Receipts {froa industrial exploitatien
(zroatagt propertica froa PTT) 4%
g, Ra2ccipts from Adairnistrative Sarvices 1%
Total __1_0—(;%_

2, Direct taxeca are collzeizd by the Treasury and ito branches
from rolla prepared by the provinciel offices of direet taxa%ion,

3. Indirect taxzes arz cellected directly by the provineial g
officen of indirect taxatiocn, to which tvke edditionel wercentares addad by s
provincial, municipal and viilege acoinintrations prove ts be the primeipal
source ¢f revenue.

4, Cuaton duties ere ,eid at the custom's house (ever 00%
preasently collected withiz tl.e Saizon-ihelen port area) to a represeatative
of the Treasury., Excise tzz:s on sicte controlled industries (mateheas,
aleohol, cigaretten, cte.) are p=id ot the zlacc of nanufactura.

6. Direct taxzction pleys o relatively minor rcle in tie resouroces
of the Hational Budget. Beeavae the turnever taz ia largely cslleceted on
itema figuring in cuatca exnd exzciose raevipta, the gzocds coming through
customs and theae pruoduced i guste conirolled indugtries detercine to a
mejor extert the tetel rovenue of the Victoonese government under tke present
syasten,

B. Budget preparstien

after the mrevicua year'soc reverues

¢ made for the curreant end
inance aends cut to all

1. In Getober of cacl your,
have been finelized and an caticote can
following year's revenuce, the Mirister of ¥
miniatries and to the regicual and ounicipal adoinistrations inatruetions
for the preparaticn cf tie un.xt fizcel year'as budzet and a2 deadline for
rcturning the iafernmeticsn to the Miniatry o»f Finenee. Thece ingtructions
outline in broazd terirs the expecteld reccinty of the governwent for the
next year and flexible eatinctes of exrerniitures in each secter,

b
f
i

2, The Minigturs then write to their reyiona. offices which in tum
relay to the -rovineiel offices ta2 inatructions of the Minister of Finance,
The regioral and cuniecirzl almizistraticoo ers concerned orly with furpios~-
hing to the lliniater of Finauce eatimates for ogubsidice in the forthconing
year with the ncceszzry juitificetions,

3. The preovimeisl and regional adwninistreticna do not coordinate
requests for funds Zroun the Naticnal Budget by either the provineisl or
regionel offices c¢f the miniastries; ihey do raceive copieca of these requesta



but do not have any authority over such requests. The requestsa are sent
by the provincial offices to the rogionsl cfficbs where tae regionel necds
-are coordinated before ferwarding the ostimates to the central moiristry in
Saigon to be cormsolidated end oubmitted te the Uinigtry of Finance. These
eagtinates are usually reccived abent t2e first of the fiscal year in which
the estimates have been nade,

4. Then the budget divisian ogerdinates the cstiuates and subrits
& preliminary budget to the President, who in turn subnits it to the Council
of Ministers for approval. In theory the budget should be approved not
later than the first wmonth of the fiseel year,

6. The approved budget {a coxzmniocated to tis ministries and in
turn is distributed throughout the country., Thac detailed budget is sent to
the three ceaters ¢f Obligation Control where it becomes, in theory, the
guiding authority on expenditure of fuads.

£, Budget Exacution

1, BRequest, obligation, liguidation, authorization and peyment
of expenditures from the Naticnel Budget "A", 28 would be the cagse by &
-national Miniatry, is really a sioplification of the procadure deseribed
in peragraph 2 of thia sccticn. Each step will be defined in the next
paracraeph and degeriptively shown in the Appendizx A. The Miniater cf Finance
is the Fiscal Maneger; however, he sometimas delegztes credits to the
regionel Fiascal managers who are tiaen calied Auxilisry Fiscal Menagers
(ordonneteur secondaire) (not to be confused with the term Deputy Fiscal
Manayer (souws=-osrdeansteur) which is usad when the Regiscal or Nationel
Fiscal Manager delegates suthority to a Proviance Chicf.) The Minister of
. Finance also has delesated signing asuthority to his General Sseretary,
although he ngually reviews the casas which uat be sigped by the Fiscal
Manager of Nationezl Budget "A", The Prcvinecial and Regional steps outlined
in the next paragraph are nct used for the Saizon-Cholon type of ocxpenditure,

2, IDeguest, okligation, liguidation, awmthorization and paynent
of expenditures from the National Budget "A" for the proviceial minigterial
gervice: In theory the reziczal fiscal meaager haa zuthority as Auxiliary
Fiscal Manzger and io delegated funds to cFecute this responsibility., These
funds ere theoreticzlly delegated on a juarterly bezis; however, in actual
practice it appeera to be the rule thet such funds have not been delegated
and meny of the cages have to be referred to Saigon for decisicn. The steps
enunerated below corrcspond to the ones indicated in the chart in Appendix A.

a. 4Ag explained in Part III, General Purchase Proccdures, if
the purchase ias for loess than 2,0004, the Purchzser has no need for
further euthority and cen effect the purchase from bis Advance Account,
If the purchase ia between 2,000-60,000% then the ctepas concerning the
Auction and the Treasury are elimineted. The stops enunmerated bolow
asgune the purchaae is to excced 60,000% and they correspond to the
nuuwbers indicated cn the chert of Appendix A,
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1-2/The Purchéser first submits a Purc>aso Roquest with

12/

13/

14/

15/
16/

nis own coot eatimate to the Provineial Adninistre-
tion for their infornation,

Aftor the documeuts are returned, he sends them to
?he Regional Mininterial Direcetion whore the Purchase
is checked for budgetery enclosure.

The documents are sont to the Mational Ministry
where it is zzain checked for budgetery enclesure.

The decuments are asent to the Cbligation Control
Servico where the samze itecms are checked,

Subnitted to the Fiscel Hanager for approval.

Documents are scnt to the National Ministry. There
the decision ig made as to where the Auetion should
boe held.

Documents returned teo the Begionsl Ministerisl
Dircetion,

Documerts are returnsd to the Provinecial Ministerial
Serviece,

Work or laterial is corpletad and in the latter case
the material iz rogistered on the Inventory Roll

and the inverntory nuober written on the Receipt of
Gooda. A nmoney Vouchaer is prepared by the Accounting
0ffice and all the docunrnts are reviewed by the
Liguidator who is responaible for verification that
the proper Chapter end Line Iten of the Service's
budget has been debited.

The docuncnts are asnt to the Rerioral Miniatarial
Dircetion whioh roview tlenz for conformity with the
Auection,

The documents are seat to the Nationel Miniatry for
saue review,

Docunients are sent to the Obligation Control Service
for napme review.

Documents arz ment tc Fiascal Manzger.
Figcal Mareger signs autkorization to pay for

aorvices or metorial end scnds docunenis to the
Treasury.

a
4
z
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17/ At the Tressuvry the docuuents recesive finel audit,
the reaponsibility reating here to keep the official
account for cach Nztional Ministry, The Chapter
and Lire Itew is debited ernd the Money Voucher
returnel to the Fiscal Kenegzer.

18/ The Honey Voucher is scat to the National Miniatry.
19/ Money Voucher sent to Rezioncl Ministerial Direction.
20/ lMoney Vouo'sr aent to Provinciel Ministerisl Service.
21/ The Honey Voucher is sent to the Supzlier,

22/ The Supplier is then able to tzke the Monay Voucher
to any Treasury Oifice fcr cazshing.

3. The time of the operations outlined above can very froo: two
to over aix nonths. Examples of thias are given under the study on Regional
Budzets (which ars cxecuted in the seanme manper cs Natisral Budget "A", Jith
the additionel step of clearance by Regisnal Aduinistration).

4., As will be noted froo the above, no post—zudit procedure is
currontly in operation in Vi&t-MNaiz, The Obligation Control 0ifice is
linited to varification of legality, n»ropriety of dcev.:entation, availahility
of funda, charzeebility tc budjet end arithretio aceuraey., The Judicisl
Dopartmont does hevoe the power to perforwm post auliting, We did not
invastigate the extont to whiech such anticrity is utilized wunder j;reaent
conditions,

D. Expencitures Anelyasia,

1, It is not poscible to make a cdireet cooparison of 2xpenditures
noted in the budset for 19565 with the expenditures in the 1954 and 1853
budseta, The reeson io that very icportart end besie changes in the budget
structure have taken place cach year, The petional budgets up to anil
including that of 13853 were reletivoly swnll as they did aet include
expenditures for military purposes which were for the ziost part carried by
t2e French, In 1954, the nathod for preparing the National Buaget was
changed, showing the French contribution for military expenditures, and
totel expenliturc figures were ineiundel with & breaklown into type of
nilitary expensens. The only basie cihenge in the 1855 bulget wea 2 aplit inte
two budgets : Netional Budget "A" (civil expenliturces end reverues) end
National Budget "B" (militery expendidures end revenues). The National
Budget "A" ghows an item of 800,000,0008 as the contribution to the nilitary
budget. The propoased bu’zet for 1856 will be nltcred agein by placing the
Civil Guard (Beo-in Doin), heretofere carriel by the provincial bulgots
(acmittedly with subsily by the regicncl enc hence tha National budget),
henceforth on the relag of the national Lkulget,
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2, In tkeory, the National Budgzet "A"™ ia rosponsible for tlae
paynent of services and gocds of national concern (i.e., universities,
national highwaya ard bridges, central ciniastries, the presidency, the
projected Netional Aassenbly, security forces, the dulk of the infceraation -
prograc, the natiomal radio, ete.,). However, due to the ravages of the war
end the retreating Viét-Céng army, uch corstruction and reparaticn, normally
the charge of razional or provincial adninistrationa, is presently undertaken
by the Netional Goverzoent, with the ccnseguent difficultiea of generzlizgatior
about the arce c¢i reasponsibility of the Naticnal Government., Nevertheless,
there follow as brezkdewn by percentage of ex.enditurce of the National
Budget "A",

The origins=l budget eanvisioned payments of 5,122 wmillicn piasters
(including a contribution of 800 xillion piesters to the Nationel Defanse).

% of total expenditurea

a, General Administration

1/ The Presidency

2/ Inforpation

3/ Payckological Warfare

4/ Nationel Radio

5/ Foreigr Affairs Departoent

6/ Forcign Service

Total 8%

b. Other Administretion

1/ Ministry of Fipance

2/ Eccnoaie Bervice

3/ Treosury

4/ Custcms

5/ Su:ervisiorn of Goveranent contrclled

Manufacture '

6/ Tax Administretion

7/ BRegistration cf Acts

8/ Miniatry of fLgrieulture

9/ Water and Forzot conoervation

Totel 14%

¢. Subaidies to regional aduministra- '
tion . 26%
d, Contribution te Nationel Defonse 15%
¢, Tax Refunds 8%
£, Education 2%

g. Justice, Interior, Seeurity and evecuated ecivil
gervants frow the North 12%

h. Public Works (PTIT, netiznal khighways and bridges,
" gea navigzation, river navigation, hydraulic
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agrieculture, civil aviation, infrastructure,

meteorological mervice, lighthouses, etc.) 16%
i, Social gervice - 1%
Toteal 100%

3. As cexpenditures for personncl services have been running at
approximately 90% of totzl expenditures, it is important to have & succinct
pic ture of which personncl are paid from the Nutional Budget "AU As explained
to us they arc:

a. All persconnel in the central ofdicea of the Natienal
adoinistration in Saigon-Chelon,

b. Top persennel in regional z2duinistration.

¢. Top peraozrel in eitiher rogional or zrovincizl offices
of miristries.

d. All poracnncl in Seeurity, PTT, Treasury, Juatice, Land
Registreticn e&nd Agriculture,

- E. Obscrvations,

1, The process of budpet preparation and executicn cxrplained
above is currently nore theoretical taen faetual, Two facts iampair the
functioning as cutlined above,

_ a2, Budgat approval has been painfully slow, the finel product
~ . being & detziled analysis of sctual rather than gxpected
: expenditures, For instance, the Notional Budget for
1954 was not finally sizned by the President until Februmy
4, 1955, Though provisional acceztance waa given to the
1955 budget on June 29, 1955, it sicce has beenm rescinded,
ard the budget is mot yet officially approved.

b. Lack of z2uothority to eblignte funds, whether it -ay be
in 8aizon~Cholen or in the provineces., In theory, crodits
are nede available to the Deputy Fiacal Llancgers but in
reality, the Ministry of Finance authorigzes little advence
eredit. Conoeguorntly, every folder on cxpenditures apeinst
the Hationzl Budget "A" muagt be sant to the Obligaticn
— Centrel 0ffice inm Scigon-Chelon where the official in
charge checka with the Budget Secticn for provisicnal
oblisaticn approval, even though the budget has net been
forazlly approved. The obvious delays involved in this
action are conspicucus tc¢ the American, who is unfanilar
- . with the logic behind the existing Vietnanese financicl
syostem with its sreacticzlly non=eziatent dolegetion of
cutkority and leck of workeble poast-sudit syatem.
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2, Wo kave been telking here about zencral expenditurcs, not
citing the arecific coses necoosary to give & true piecture, " Actuelly, the
present finencial arrangement ia an ad hoe system: with diferent treatment for
each case. Specifically, it has been statzd by :any scurcea that even after
budgets are approved there is practically never a delaegation of credit for
purchese ¢f material, whereas workable solutions have been recched to
maintain & souewhat atecdy flow of payments for ordinary personnel expeadi-~
tures, Renenbering that 904 of payments are for personnel we should not '
gsay too hastily that & drastiec oituation exiats in the finencial systen,
noarly tc the point c¢f stopping e}l covement of funds, Perasonrcel are paid
ncre er less rejularly, providing they are permanent, nct contract caployeea,
In the field, nany told us they had mot beon paid in weeks and in sone
ceases nonthu, but we are only repeating their statcmenta which we nade no

- atterpt to documont,

3. Ancother hidden fector which saves a geeningly unitioveable
financial systen, ie the gpecial funda, of which an example iz given in
the Obgervationa of the section on Provincial Budrets,

4, Thouzh it was explained to us thot cxzpenditurea for less than
2,0008 piasters could be made without prior approval of tie Obligation
Control Sceticn, in checking through current foldera, awzsiting authorization,
we aaw nany Money Vouchers and requests for obligation of funds and for
personnel servicea as snall as 500§, The znswer given wao that they wers
fur oxpenditures thet hed not bean foracen in the budgcet and therciore
needed . central approval,. '

VI, Regional Buidget.
A, . Source cf funds
1, At the present time, the regicnal budgets of Viét-Nom are
hoavily subaidized by the Nationel Bulget. However, the wgjor proportion
of the asubaidy is-re-allocated to- provincizl government wien it is uged to

naintain the Civil Guard, Tiey aro currently being subsidized as follows:

% of subpidy

a. South Vibt-llom 21%
b, Central Vidt-Naum- (1) £8%
¢, PMS 56%

2. The exzpectad rovenues frou thoe thres regiaomal budgeta for
1955 are:

(1) The reason thet this subaidy appears to be much larger tian tihe sthers,
ia thaet only a faw provinezs in Central Viit-Nam have budzeis this year
and all thoeir expopditures are met froa the rezionel” budget.
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REGIONAL REVENUES for 1055

(1)

Sourcon

I, DIRECT TAXZ3 (3)

b)
1.
2,

c)
1.
2.

Land

Rice lardsa

Other azricultural lands
Ursan Recal catate

Coanereial Liconsca
Comereisl Liconges

For Chanber of Co.z erce
Oth:r

Naticnel Defense (hes been

abolighed)
Verious
liechanical vehicles
Anirel

Hegotiat:d Trca:e taxz (4)

Gereral Income tax (B)

INDIRECT TAYES

Contrisution of 1%
Turnaver Tax

Cozpunpiion taxca
Baer, Wine, Alechzl, ete,
Ico

Luzary
Pracious stencs and matals
Entertzinmant

South

e e e

Caentra .- (2).
Vist-Nen | _ ViSt-Nom | ToB0
Taousenda | § of Thcuaahds| % of | Thcusands, % of
of T.tal of Totel of Total
Pigsters, ..Picstcrs ) Piagtors
106,000 10 7,000 1
12,000 2 3,5C0 *
26,000 3. 3,500 *
50,000 & 11,000 1
1,513 1 - 14| %
1,600 -
- 1 - - - -
- T00| *
- 300 *
- - 4,500 3
- - 25,882 ( 20
201,373| 20 26,000 3 30,456 | 23
211,000 21 21,000, 3 8,000 8
l
2,060 1 1,590 * N,A.
13,060, 1 500  * N.A,
14,000, 1 1,000 % N.A,
13,000, 1 4,000 * H. 4.
253,000§ 25 25,000, 3 8,000 6
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’ South Central P.1.8.
L.___z_l:e.!:_-_m_h___ _Vist-Nam |
Sourece housands | % of [Fhouszads '% of Thousands - % of
of otnl of Fctal of Total
B B .Piaaters | _ __ Piostoers _"Tia;tersu;
III, MISCELLANECUS TAXTS
I
a) Vakicie circulation N.A, 1,320 * -
b) Perling 30¢ * 180 * -
r) Fntartainmont (Prcoveode H0°
Poc=) 13,000 1 2,000 * -
d) Rice illinz tex 12,000 i | 50 * -
e} Poster tax N.A. 40 * -
£) Public Werks Upkcor {rcads '
Zowers, atc.s H,A, 200 * -
Total 26,580 3 3,290 * N.A.
IV, PRODUCTS OF MINING AND LANDS
a) Balo of regiocnal lands - - - N.A,
b) Rent froc " n 530 * - N.A,
c Sele of materinl azd amizals 340 * 300 * -
Total 800 1 300 * 150 *
V. FORESTS
a) Tax of range 23,100 2 5,000 i N.A,
b) Dicensze to Izzloit 1,000 * 4,500 1 N.A.
o) Danazes - 200 * M. A,
d) Other - 300 ¥* M.A.
Total 24,100 2 15,000 1 4,680 4
VI, REGIONAL COHCESSIONS '
&) Pural rice lond N.4, 1,000 | 1 -
b) Fiah N.A, 700 * -
c) Markets N. 4. $,000 1 -
d) Special N.A. 560 * -
e Otker N, i, 290 * -
Totzal 7,852 1 11,760 1 N.A.
VII, INDUSTRIAL EXPLOITATION
e } 10,700 | 1 2,000 ﬁ * N.A,
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Securce
VIII., VARIOUS PRLDUCTS
&) Verioua Rzeeipts
b) Fines ’
¢} Revenues .
d} Unforeaecen Revenue
Tot=zl
IX., ADMUINISTRATIVE S£EVICES
e} School Receipts
b) Hospital "
¢) Azricultursl"
d} Vateripary "
e Lard Registration
f) Land Tragpafer of Ownership
g Sale of materizl
h) Water and Eleciricity
Totzl
{« REVENUE AFTER CLCOSE OF FISCAL
YRAR
{I. SUBSIDY FROM NATIONAL BUDGET
&) For Civil CGuard
k) Suboidy
Total
XII. 2ECEIPTS NOT ELSEWHERE
MENTIONED
Total

South i Central .
_ Vit=Nez __ | _ Vif4Nen | _ P.#.S.
Thouasends| % of| Thousanda of| Thzuzandia of
' of Total of T%tal of Tgta
JRizaters - - Pigsters | | Piecterg | ..
35,410, 4 2,500 % 3,315 3

7,000 1 335| # N. A,

600| 500 * N.A.

1,800, 1 N.A,
44,810 5 8,335 * 3,972| 3

1,600 1 N.Li.

20,450 2 300 * N.A,

60| * N.A,

190| * 5,000  * N.A.

100 * 303 * N.A,

30c| N.A.

1,000 1 N, &,

7'30 * N.A.

24,510 2 3,800 N.A.
200,000| 20 5,000| 1 11,678 8

;

212,564 21 N.A. N.L.

8,364 1 N.A, N.A.
220,528 21 710,000) 88 71,684 BB

-0- 7,043 1 -0
1,013,163} 100 ;| 619,068 100 | 130,00 | 100

; |
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Hotea:
#*  Legs then 1%
(1) Figureca ds not always add &s ainor sources were sometinea left ou

Totels do not eneelx with ot ers in this a3tudy becavse consisterns
datea were not used, hence reviosed fi-ures are cuployed for some
itena,
(2) Tue PES is ctypical of the Vietnameses tszaticn system, The PMS has
mpletaly different reojuletions then those used in the cther rogions
of Viet-Nam., The rﬂfulat1c“* setting forth the General Tazetion
Code for the PUS ware establiosled by Arrété H°, 827-ND-HTCT of
Decorber 18, 1883 and are aveilishle from the Govarement wrinting
effize,

(3) The items included in "dircct texaes® used in Vigt-Nam follow the
French terinolegy erd obvi-mzly &re not the scce as in American
practica,

(4) Tre Negoticted Inmecue Tex (Fortaiturs) is presently used orly in
the PS5, It includes {the tex cn commareial gmd induatriel ;rofits,
the tex ca non-ecmereial relita, the tarnover tax, the meneral
incoire toz snd the ecomuereial liczmse tz2z, It ia e negetiated tax
in tXat the tax izspzetor coizg to & writien axreement with the
tezpeoyer for & aiag le tzx ¢ cover tay forementicned taxis.

wlcdi nin fzr the PHMS this Goenerzl Incone
Buizct of the PUS and pot the Naticmal
ze tezea roceivel in the otlaer razicns,

(5) Undasr t:: present tox re:
E na

B, 3Bulzast preparation

1. Lceause of the rrosent inportance of nctiinal gubsidies to
tae ragiconal bhudgets tle latter cam be .reporel emnly after ths rovicnzl
adinistrations heve e fairly fir. idoea of the ertent -1 gubsidy for she yeer,

2. Therefore, the Bezicnal Adninistrator usuelly senda cut in late
October budget inctructions to the regionel niristarial oificas, which in
turn recuzot budset ecstimates frow thelir preovinciel cffices, and to the
provincial adr-inigiredicnas for their ostiratos,

3, Swvbnisazions of fund requircments by provineizl ofiices of
ministries are not e¢occrdinated tuarcusgh tie provircial adzinigtretion; it does,
Lowever, receive a copy of tle fund re: est gubmitted to the »gzonal office

¢f the minigtry.
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4., The requests are them belanced ageinst expected rovenue
(including the ell-important natiomel subsidy) and the hudgat prepared for
the Regicnal Adminigtrator by his Financizl 3fficer,

5. After apprcval by the Regional Aduinistrator it is submitted
to the Ministry cf Finance for approval,

6, After approv-l by the Ministry of Finamce it is gubzitted to
the Prepident for final approval.

7. Because c¢f their dependence upen the natioral budzet, the
rezional budgeto are never finalized during the fiscal yoar, and, a3 we chall
gec later, 2 agicilor preblen e2rxiats regerding th: aveilability znd delegetion
of credlitsa. :

C. DBudpgat Exccution

1, Request, cblization, liguidation, aut:orization and paymont of
exponlitures from th: regicnel budgeto, as would be tha case within the
regional capitzl (Seizon-Chclon, Hu8 or Toursne), are like resulation of
expenditures egzainat the netional budgst, in that funds uwp to 2,0008 car be
obligated, theorotically withcut prior epproval by the Fiscel Maneger of the
regional budgot (DE14zué). TPor purchases batween 2,00045-69,000% three
estinates cust be ohteined from loeal auppliers., Above that gun, zithker ean
Adjudieation or a call for :-ida zuat he 22ld at & natisnal level,

a, Burocsu Chicf (cither witiin regional adainistretion or
rizional uinisterial scrvices) f£ills out & Purchaesec
Rojueat and subhxzits it to his Pinancial O0ifice (cither
of the regional ministarial office or the office within
the rerisnel zduinistration, as the case nay be).

b. After verificetion that the purchcse regueat was dudgeted,
e regueat for Obligeted Funds is filled out, and all the
docunents are subzitted te th: regionel Chlization Control
Center ( iz the case of a rezionzl administrative serviee,
the documsznts suat go first to the Financial Diviasion of
the repgicral aluinistration),

¢, The Obligation Control chocks lagelity, propriety of
docuzentation, evailability of furds, chargcebility to
budxet end arithuetie accuraey, =rd visas all the docuzents.

d. TFolder ia then sent to the Fiscal Manzzer wio visas the
docuuents and returny the folder to the office which
orizinelly raqueated the purchasc,

e, Officc: ig now authorized to requeat delivery of iter; after
receizt entry is nzde on offiee Imventory Roll, this number
is put cn the docwuants L:ofore completion ¢f a Reception
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of Gsoda Notice end & Cirtificate for Cash Payment by
the Accounting Cffice.

f. The decuuents are thoo resubaitted to the Obligation
Contrel (passinz by the rezgionzl administretion's
Finaneial gaction in the coge of 2 regional mimisteriel
service) wiere the pepers are checked tc aacertain thst
tie actual purchese was carried cut in eccordarce with
the pre-purchase clhaeck, If all is in order, pepers are
visaed acd doeumcnts sent to the Fiseel Maneger.

7e The Fiseal Mopezer vises and subnmita the doeuments to
the Trezsury,

h, Treastry debits ths echepter end lin: an indicated on the
Obligeated Funds Baguest, returns the Certificate for Cash
Payacent te the Fise 1 Maneyer end keapa the remeining
peperso,

The Fiscal Mesrager sends the Certiflicete for Cosh Payment
to the Sunrpliesr whe may then ecask it,

2, For expenditures of Regioral Boizet funda by provincial offices
(be it ainistoriasl or provincial =zlministratizna), t2: procedure differs
only in tkat the Province Chizsf usceliy hama the delerated entkority of
Deruty Fiscal Manager for the Mogionzl Builzet and perfoerma the stops requiring
the Fiscal Manaser's sigrature. However, gzain it was slressed by oany
provinee chicfs that in the nast they heve reczived rerely advence eredits
for expenditursn arainst regionsl budyets; so in reality each case npust be
treated on an &d kec basis end cach document gubmitted to the regicnal
adr:inistratiorn fer adjudication,

3. The time involved in the opercticn sutlined ebove is illustratec
in the following exarmple, HNo attempt Was cade to ascertein if ths time
rerrasented is typiccl.

a. This conccrned contrzet letting for the repeir of a read,
chergcable to the resisaal budget of Scuth Viit~Nan,

1/ July 20, 1955 no papers remaired to show whet had
taken place up to the time that the Public Works
weg eutliorized te hold an Adjadiceticn,

2/ Augnat 24, 1655, thic Regional 02lice of Publie Works
in South VifteNar acnt the doervnent to tie regieaal
adminiatration,

3/ October 7, 1658, the Re;ional Fiscel Manager signed
and sent it to the Obligation Centrol Office (lccated
in the central office of the Uinistry of Finance arnd
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ecting ag both the SVN Regional and National Jblipgatiom
. Control S5ffice).

4/ October 10, 1655, t:e Obligetion Contral Officer
signod and returned it to the Regional Fiscel Mansager
who sicmad it on Octobor 14, 1855,

5/ The case was storped at this »cint becausa the
contractor ¢ould not accept the awerded job &3 he
had streyed fror the straight and narcow into jail
for emh=zzling fuvnis,

b, This case involved the purchese of 9 tables valued at
8,439, for the account of the SVN regionel office of the
Uinistry of Educaticn,

1/ July 30, 1955, the Directer of Education for SVN .
aent purchase reguest to Fiscal MHanager of SVN for
approval,

er aprroved and

2/ Au-zust 13, 1955 the Fiscal Mzna
ntrol 0{fice for SVN,

£

forworded to tie Ohligation Cont

3/ Lusust €3, 1655 the Obligatiosn Control 0ffice gave

- eppreval to nurchase end returned pepers to Fiscal
lianager forr SVN.

4/ Lhuguot 24, 1955 the Fiscal Menngor for SVN aigned
epproval and parers were returnel to¢ the Dirzetor of
Education for SVN, who wa2s now peruitted to reguest
delivery of mezrelhandisc,

5/ September 21, 1855 the Bill of Szle was mede.

6/ Noverber 15, 19E5 the Liguidator of the Regionel
Directior of Education filled out Money Voucher.

7/ Hovember 15, 1855 the Obligetion Control Cfiice
sirned Money Veouc .or,

8/ November 22, 1855 thc Fiscel lianager for SVN signed
and tae papera are n:w ready for submisaion te the
Treasury where, after gudit, tihe correct chapter end
line itex will be debited and the Money Voucher
returned to the Fiscal Manecyer for SVN, who will in
turn sent it to the Supplier for cashing at the

. Treesury. The folder will rewmain at the Treasury.

c. Thie is the czse of toe ad:inistrative buildings of
Elduczticn, Land Resistry and Health in the Province of
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Vinh-Long. The provineial sagincer zatimeted that the
work would cost in the neighborhood of 150,0005. The

cege was submitted tec the Province Chief who gave his
pernission., The folder then went to the district ensineer
Ter oapprevel (the digtrict office, an additicnal level of
adzinistration in Public Works, is respengible te the
regional office an2 for operaticns in two or throe
rrovinces, )

1/ Octcbor 15, 1954 the district enzincer submitted
a report to his regicmzl oflice giving his arnproval
and recoumendaticns.

2/ Novenmber 3, the rezisanel dircctor sf Public Works
epproved and sent to th2 Fiscel Mznager for SVN.

3/ TPiscel Maneper submitted tc Obligotion Comtrol.

4/ November 16, 1954 Ohligstion Contrcl vissed end
r:turned 4o the Fiscal llercgor for SVN.

5/ Novewber 16, 1954 the Fiscel Menazer sijned and
folder wos ready tz be returnel to the Rezlonel
Qffice of Public Works, then to te District Office
and finally to the Provinciel 3£{fice, Here the
enginger would jermitted to eszk for hidas, both there
end in gaigon-Cholen., The case ended there ea the

- work wes never continued beyond thet point,

D. Expeniiture Analysis,

1, Like the National Budget "A"™ neerly 90% of regzionel expendi-
tares are for personngl servicea:

a.

b,

All regional edninistrative personnel (below top level
enployees).

All regioral pinisterizl personnel (below the top
euployees).

All top employees in provineial administraticn,
All top employees in the provimeciel miniateriel offices,
District chiefs (this varies).

Professaors end administretive enployees in secondery
education,

All persons working on inter-provineial roeds.
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2. Expenditures for material are quite evenly dispersed throughout
the budget.

E. Chservations —= The material presented eabove speaks for itself and
few additional comments are necessery. DBut egain we should stress the fact
that regional budgcts are noet epproved early in tho yezar and consequently
credits ere not delazated 2nd long deleys oceccur before individual cases are
given authority to purchase, It was stated in [ué that the National Govern-
ment delegates subsidies only in preportion to the emocunt realized by
regional administraticns; thus, aince roceipts are falling below 50% of
expected revenues, the subsidy has been cut accerdingly, leaving rezional
budget operatioza with one-guarter of the original budpet. This infermation
was not verified.

VII. provincial Budgets,
A, Source o¢f Funds.

1. Unlike tke nationel and regicnel hudgats, tae mein source of
revenue for the provincisl hudgets does not coma from funding taxes for these
budgets, but rather from a aystexm of "centidnes additicnnels™ or edditicnal
percentezes which are added to regional taxes to provide funde for the
provincial budgets. The mexinmum linit of additional percentage is deterzined
by the regionzal administration te which a further limitation nay be set by
the provincial administration with the approvel of the provincial council.
Theae additional percentages ere not imsignificart znd often amount to two or
three tines the origirpal tax impcsed by the regicnal zovernrent, Also, the
provincial budgets are heavily subsidized by tie reogionel and netional govern-
ments. There are currently two forms of subsidies received by the provinciel
adninistrations:

2. The subsidy of the regional budget to pay for the Civil
Guard (Bao-An Doadn) which is supported by provincial
budzets in mcst provinces of South and Centrel Viét-Nan
and by national funds in the PMS, This organization will
be a netional unit supported by the 1956 National Budget
and hes replaced the older V&-Binh Tinh which was atrictly
a provircial guerd unit,

b. The aecond sub3idy ia received in the form of a Treasury
coverage of the deficit incurred during the year. An
entinetion of this deficit is nade in the preparation of
the »rovinciel budget.

2, The following is en actusl examplz of the reveraes of the
province of Thu-D&u~M&t. Though this provinmce is mot typicel of South
Vi8t-Nam, it was choscn because it combinca the prcocvincial characteriastics
of some rice cultivatior, rubber pleatetions and extensive foreat ezploitatiot
Total receipts ani expenditures for 1955 were estinmated at 1283,265,5105.
However, this included a aubsidy from the Rezional Adminiatration (and Lenco
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fron the Naticnal Budzet) of 107,000,000 for expenSea of the Civil Guard,
Thias iten wes clininsted fron our consideration and it does not figure in
iten 8 of Degicnal reioburseaents.

1/

9/

Savrce of Ravaaue

Alditional Parcontege

a. Rice lands

L. Stlior aepricultural Zands
¢. Urben reel coiuue

Total
Pregtetico,
a. L. .zl
b, ,sicultural pr:ducts
¢, Lasor
Total

Unforzseen recoista

Receipta received aftor cleoase of
figcal year

Various ccileceticns

Prcovineial holdings - ferries, ete.

Adninistrative receipta cnd licenses,
including tax on 2antry and exit of

goods in province (1)

Beizbursement by regionel budzet for
rayzients nade by provineizl adain-

E of total revenue

0%

3%
%

1%
1%
1%

1%

istration (:zainly educationel exzpenaes) 30%
Treasury coverage of provincial deficit 49%
Total {2) 100%

B, 3Budget Preraration,

1,

In thoory the provineizl hudrets cre sicre sutoncmous than
the rogiomal budgets, and ascme badgeta were prepared for 1955 in theoreticel

{1; Thia tax is Xnowa urder t>o acoe cof Peecificztion Tax end has been in

fcree for 3 vearsa,

The revenue is strietiy provineial, The tax is

vory unpopular with cormerce and trarnoportation. A number of officiels
koped it gcon could be dropzed but said thet for "political reasons® it
st b2 retained tcuporerily.

(2) Due to the rounding of fi-ures, thie tetal is not tho sun of the above

fizurea,
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balance witihout subsidy or eoverage cf deficit by the Treasury. The
preparation of the provincial budget is not in theory dependent upon the
regicnal budget and therzfore not dependent upon the netionel dudget.
However, niost of the previmeiel budgets werz prepared in coordination with
the regional and national udgets and were conplete? about the first of
January 1955, '

) 2, Thke syater used for the preparetion of Zrovineiel Ludgets is
sinilar to thc system employed Zor sther budgeta. Tiae Province Chief regueste
his Accounting Dorvartnent to estimate the expeetod receipts (based upon past
perforrence) and to esiinate provineisl sd=iniatreticn cecata, The Province
Crhief reguests esiizates from the provinciel heads of nizisterial services
of their nceds in tiz forth-coming wear., After raceiving all estimetes,

the Accounting gection of the pProvincial Adminiatration zrepares a previgio-
pal budget which, after dizcussion by the Province Czief and all ministerial
service heads, is zresentod to the Provincial Ccuncil for apyroval. All
interviewad province ctiefs adamantly stated that & ccae has never arisen
when tie Provincs Chief and the Provimcial Council cculd met agree upon

the provincial budzet before scnding it to the Regioral Adninistretion,

The Provincial Council foes not have legel vato power on the acceptanca of
the budget, but it is expected to aubuit a written approvel of the budget
when it is onbtnmitted by the Province Chief to the Begienel Acministration
for epproval.

3. At the Rerional Acministration tha Fiscal Liznager (Dé1égué)
epproves the budpet, keeps cepies for his service, aad returns the approved
copies to the provimcial administration for distributicn to the miniaterial
gervices. Tha contral or natiomal geverncent has nothing whatsoever to do
with the aprrcval or authorizaticn of yrovincial budgets.

C. Budget,Executién.

1, In thecry, &a explained above, the provincial budget is more
autoncmeus taen the regioznzl budeet eand therefore the Fiscel Manager
(Provirce Chief) has morc euthority.

2, There is a regulation reﬁuiring the Fiscal Manazer to obtain
puthorizetion for any ohiigation of funds exzceading 20,0005, This suthori-
zation is ade by the razionel administration (Finexneial Divisicn).

8. If the jrovince has fuads zveilable and if the purchese reguest
does not exceed 20,0004, then tho foilowing ;rocedure for expenditure of
funds from & provingial budzet by & rrovincial nipisterial sarvice is tke
rule,

e, The Pr:cviocizl Service Chief svbuits & Purchase Request
to the proevincial eluinistraticn (Acccunting Division).
This “urchcse rejuest inciudes three esti:ates by
srovincial suppliers.
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b, The pccounting gection of the Provincial Adnministration
hea the sanme functions and res;omesibilitiza as tho
naticnal Obligetion Control O0ffice a3 well as being the
Liguidator for the provinciel budget. Eence, the
Obligation Control Sectien of the Accovnting Division
checkn the papers for aecurccy end existerce cf the
rejuired ancunt in the provinciasl budget. If all ias in
order the paperc are visamod 2nd returrced to the Scervice
Chief.

¢, The Service Chief is thom peraitted to request delivery
of the merchendise which is July recerded on the
Inventory Roll and the nucbher written of the Bill of Sale
end on the Receipt of Merchandise., All the papers are
tihen returaed t¢ dhe Accouating Divisicn of the Previncial
Admipnictration,

d, The Acccunting Divigicn, still acting in itas capacity of
Coatrol Obligatiom Qffice, cudits the papers to verily
that the aeteasl purchase was wade szceording to the
pre-audit and, if all is in order, viues tke papers,

They are next turned over to the lLicuidetirg Zection of
the Accounting Office whose responsibility it is to
prepare the €z2rtificate for Cash Peyment and ncte correct
debiting of tke chazter and line item of the provincial
budzet.

¢. The Fiacal Manazer then signs the Certificzte for Cash
Payrent cnd pepers ornd sendc thex to the Treaaury Agent
whe has finzl responsibility for correct dabiting of the
provincial budget. He retains the papers and returns the
gigned €ertificate for Camh Payument -to the Provinecial
Ad.inistration,

-

f. The Provincial Accounting 0ffice thken pays the supplier,

4, If the purclaze request is for an encunt greeter than 20,0008
the Begionel Fiscel Manager nust approve the purchese, sna if the zncunt is
greater than 60,0004 as Call for Bids or an Adjudiceticn must be held,

5, The acount expendeble witlhout rezional sprroval -20,000§~ waa
in most incideaces not corroboratad by the province chisfs, the majority
cf whom said thoy had asuthority to oblipate up to 50,0008 without. rezional
epproval, However, a confarezcc of all tie Treasury Agents was recently held
in Szigon to inform thenm not to caal Money Orders excesding 20,0008 withomt
rogional Fiacal lispager'a visa,

D. Expenditure Anzlysisa.

1, The expeaniitures cf the'prcﬁincial budsets are tmch more
divermsified than either thc rational or regional budgets es they are expected
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to ?ick up all the little adninistretive expenses, Like the national and
regionel budgeta, 90% or more of the cxpenditures are for personnel services,

2, Expenditures of a typical provincial budget might look aa
followa:

Expenditure ﬁ of total expenditures

&, Provineial administretive persornncl

1/ All peraonnel below top zrade

2/ All contractual and daily workers
3/ Canton chiefs and notables

4/ Doormen and chauffeurs

5/ Fanmily berefits

Total 26%
b, EBxooenses after the close of tae
fiscel year 29
¢. Meintcnance of sdeoinistrative
headjuertors 4%
d, Hedical essistance (nurses
nidwives, etc.5 8%
e, Instructors for primary eiuccticn 18%
f. Fanily benefits for educeation
' rersonnal 18%
g. Meterial for wedical assistance 6%
h. Sechool eguipnent, ireluding bocks, eote. 2%
i. Pudblic Works personancl 2%
j. Public Worke uaterial 2%
k, leintenance of roedsa, bhridges arnd
buildingo 12%
Tctal 100%

E, {bservations.

1. Most of the vortinent observations have been made as the
various pecinta were discusgoed; however, we subuit one very interesting
procedural ccse aa observed in e provinoial office. We began our convers-
ation with thia official about 8:30 in the nmorning and ended around 11:00,
Net all of the conversation concerned fiscal matters, but nonetholess,
oongiderable time was spent in oxyplenations of the fund expenditure preocedures
followed in the province, The method outlined above in seetion C of thias
part was in cesence the same as that described by this official, the lemgthy
centralized procedure for obligation of sums as small as 2,6008, During the
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interview, we wero surprised at firat and later shocked at the frequency of
interruptions by minor officiala~-whisporod mcasages into the eer of our
official who would tien reach across tis desk to a large briefcasc fronm
which he weuld count out sums of money (later estinmated at 10~20 thousand
pisaters at a whack) for the employee who would then disappear into the
outer cf{ices. This was repeated until we became rather ammsed, sitting
there listening to the elaborate fiscal systen baing described while
witnesaing the worli's siziplest system, for ind:ed no visible reccipt of
the disbursc.icnts was being nade by the official in front of us., Finnelly,
our credulity was gurpasacd, and we questioned the official as to just hew
the diaburs¢ment of funds we had witnessed that norning correaponded to the
system that he 2ad just finiasked explaininz to us, With an astonished look
he replied that it cade from his "8pecial Account” and no amount of probing
led him to dislose the nature of scurce of hin "Special Account,"

VIII. Municipal Budgets = st present only the cities of Saigen~Cholon,
Dalat and Tourane ars properly callad zunicipelities %although it is

true thet the first is called a préfectarc). Tzey are treated edmin-

istrativoly as independent nnits (but should ns>t be referrcd to as
provinces gsinco they do not satisfy that definition) within the
regionel ad-inistretion, ' . .

A, Source of Funds,

1., Siumilar tc provinezs they depcnd upon three principal sources
of Funds:
&, Subsidiecs from the Regional Budget,
b. OSubsidies from the National Budget,
¢. Real revenue collected by the municipel tax colloctor.

2. In Dzlat 35% of the revenue ccnes from the city-owned water
and eleectrical plants,

3. No detailed nmeterial was collected on the specific sources
of raevenue, The threec cities cennot be compared as each is strikingly
gdifferent from the othera.

B. Budget nreperation,

1, Ths budzet preperation is very siwilar to tkat of a provinciel

budzet, in thet cach city has nearly the sexc miristeriel services as a
province. '

2, After preparation tie budzet is submitted to the kunicipal
Council for proparation of written approval before the budget is submitted
to the Regional Fiscel ifancger, As in the provinces, disagreement has

[

o
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3, After approval by t:e Regionel Fiscal Yanager, the budget io
returned to the municipality whore it Yeoomes the guidingy decuvoent for
expenditures,

4, But like tha otler local budrets in Vi8t-Nam, final authoriz-
ation comes vory lete in tle fiscal year if not after the year, sc the worth
of tke budget is dubious,

C. Budget Execution,

1, Like tze Provines Caief, the head o tie city (be it the

Préfect in Saigon-(holozm or tae Mayors in Dalat and Tourane) is the Fiscal
MaDgger o2 itle mu:lecipel budget, Howevar, like tha provinzce ckhief, his
euilority ie limit:zd by acdninistrative law, In Sairon=Cholon the Prifect
stated that ke had complete authority for peyments up to 100,000% (with
the prevailing stipuleticn that purcheses over 80,0005 be subjeot to a
Gall of Bids or an Adjudication), However, in tie Okligation Control
0f2ice for South Viét-Nanm we saw a pumber of regnests Jor Fund Obligation
by the Préfect lor sume lsas ithan 1,000, Wier asked aboumt this, the
Obligation Control Officer stated thst tlhese were for paymenta thich had
not beer foreseen im ile buiget and tlersforc needed regzion2l sprreval,
The payment w7ac fer reorconrzel service,

2, In theory the municipal adminigtration controls ithe Obligation,
- the Liguidaticn, exd the Fiscel Hanagenment of the numicipal budret,

D, Experdiiure Lnalyses - lio letailed analysis were made of municipeal
expeniitures, but tliey run 80-60% for persox el as do ile oti:r budgets in
Viét-liam,

E, Observatiione -~ Like the Ziscz2] manazeras of the provizcial and
regionel Bulzetu, the nunicipal fiecal maneser depends so eavily upon tae
aubeifies of t:e rezional and raticnal governcents tihat e ia zot complete
naster of nia bulpet, Frcm our linited oboervationas it yould apyear that
he is oftex re:uired %o rejuest a casze decgision ratier than az area decision,

IX, Village Bulgeta -~ In this catesory are incluls< tlhe bud-ets of the
provincial eszpitals, Theush they are often ezlled '"rmunicipalitiec™ they
re not sue> as delined in Part VIII, Outsiic o? tle provineial
capitels, macy villages 2ave budreds in goutl Vit-Nen (38n-Tre clairzed
to -ave 94 villages eech witk their owa budzets), In €enteal Vift-Nenw
the existe:ncz of villaze Lrdgeds is less fregquent Jue to greater
village disruption during tie recent war, Village budjets are for all
practical »urposes nonexistent in <the PL'3 heceuse of 2ifferex=t cultural
— and adnirviastrative patierns,
- A, Source of fu-ds = Like provincizl “uigets, those ol tha villazeo
46 not depend for the major part of their iventes on gpueific taxes imposed
only for tke viliagea, dut rather rely upon tle "coniidres adlitionnels,"
a Tre linmit of the a’litional percerntese is set -y the provineinl administration
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ead decided upon within this limit by thke village council {or provinecial
capital coumecil if theat ig the case). However, unlike the rezicral and
provincial budseta, the villaze budgets are in belance today, Beside tic
edditional perceanteges adled for village use, the villare reveaue depends
upon "przstations" which are jeid irm kind by ths villacers, ~itler in the
form of egricultural preducts, animals or labor. Iu adlition, tihey receiva
revenue from village-owned zudlic trencsportaticn, usually a ferry. They
receive a geood worition of the reoturm from comzunal larl, <fhether tilled
for village use or rznted tc private fermers, Tiey 2lso receivs lioence
fecs from the villepe merket,

B. DBudget Pr:paration - No informaticn was collected f£rom the village

officials, »ut provizciel of’icials explained to wn thet thz bulsst is
prepared by the courcil es a urnit and autlorized by the Provinee Chiof,

C. Pudget Exzccution - Informatiocn frox- provireizl offiecizls is not
clear concazrrning locel euthority greated to villazza for ¢blization and
peyment of fuads fror the villags budret, For mors Il2t=ila see Paragraph

E of this Sdction,

D, DBudget Analysis - No enalysis way made of am actucl villas: budpzt,
but we werz told that villege budgets pay for:

1. ZEoolument:s to villasn: off

2, 8Ssalaries of inatructors i

3. PFeca to nuraa's eids,

4, Contributicsz of Canton Chiefs (thio is not definitaly confirmed
for we wer: previocusly told this was thoe respomiibility of the
rovineizal budlpgat).

5, Upizeep of viliege &nd village prozerty.

iciala,
2 j¥irgt eyecle of primzary elucation,

E. Obgervaticas - Begarliang the exteat and izportrnce of villeg
badgets, they seem to vary Iroa nonexisvent and iasignilicent do very
ioportant, In the PIS they aroe nonoziastent (exzecept for Prcstatians), and
iz some areas, atisain great irportance. We were toll that Iz ke rrovince
0f Thu-DRu-M3t there is a villare whie: oWma a rubbor plantetion 2ad zeg an
annual budzet of 800,0008 {azcther was azid to have z budscet of 200,0004).

It was steted tiat wien village revaumues excead 10,0008 tley nust be deposite
ed with the Province Chief. Another case from ithe provinse of Virh-Long shows
a very Jifierent arrangenent whereby the ville~c can apend ~nly up to 100§
without provincieal approval (Lowever it is suspzetel that Llere waa a
nisuadersitandiry and the provinecial official was a:ezking of ezpenditurcs of
provinecial fuadc and neot village funds). Tue gsame provinciazl ofZicial seid
that ~mounta LSetween 100-B6004 could be cuthorized by tihe District Clief,

X, Coreluding Statezent .
The method used to collect tiae materiel feor ihis study wes not +h& usual

empirical techuic that a public accounta or coatrsoller apecialist would
use if requested to study and prepare reconuendnoivions on e Jovernmeatal



31

fiacal syatem, Fowever, aa defin>d in ths -urpose of this study, our aim

has nect been to gtudy the finarcial adoinistratien in Vidt-Nam through the
Ministry of Finance, but rather as it releted to the interlocking functions

of national and local governmant offices responsible to the Ministry of
Interior.
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APPENDIX A

Regqueat, Authorizaticn an Payment of Exanenlitures from Netional Budget "A"
by o Provinecial Miniasterial Service
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Part 1I

Background Information

INTRODUCTION

In conducting the reoscarch underlying thesc propesals and this report, we
centered our sttention on thrce substance areas ceach of which wes the subject
of a separate rcport presentcd by riembers of the staff. Portions of thesc are
jncluded in the pages that follow in the hope that they will bo of assistance
in understanding the systen of provincial and rcglonal administration now pre-
valling in Viet Nam., While not all informwation cellected during thce lh-week
period could be included, these swmarics should provide most of the necessary
background. A special supplement to this reoport dealing with fiscal adminis-
fration and budgetary affairs is being prepared for distribution since it
combines information not now found in such détail in English. -

Mr. Roland Haney contributed the material on administrative history;
Miss Alexandra Rolland, the information on organization; and Mr, Wayne Snyder,
the surmary on budget and fiscal affairs.



- An Historical Survey from the Standpoint of Administrative Law

INTRODUCTION

Unification of the national territory was achieved in principle by the
~ establishment in 1949 of the State of Viet Nam consisting of the former

-~."Protectorate of Tonkin, Protectoratc of Annam, and the colony of Cochin-China.

- Without formally abandoning the unitary principle the new central government
established 2 regional administration in each of these three areas, which
became known as the Region of the North, Center, and South respectively. A
national government and three regional administrations were thus superimposed
upon a pre-existing pattern of provineial government with subordinate local
adninistrations that varied somewhat from region to region. Granted the cholce
of a unitary form of government and the existence of intermcdiate administra-
tive echelons, an observer looks for the methods by which desires and needs of
the people are commnicated from the bese to the apex of the governmental
pyramid, and then for the methods of transmitting and exeocuting decisions which
are made in rosponse to those needs,

Follow1ng the Franch model, the government of Viet Nam sought to meet this
administrative problem by selecting one of the national ministries, the Ministry
of Interior, as its chosen instrument in field administration with an area of
interest as broad as domestic policy and an impact upon governmental operations
from the national capital in Saigon down to the village level, Again in the
: French tradition, law enforcement agencies were assigned to the Ministry of the
-~  Interior. This relationship has been particularly important in Viet Nam as the
: new state was founded during a long war that began in 1946 and ended only in

1954 with & military agreement that divided the national territory temporarily

at the 17th Parallel.

e

On July 1, 1949 the Chief of State issued two ordinances forming a consti-~
tutional basise for the operations ¢f the new government. Ordinance No. 1
provides for the organization and functions of governmental institutions: a
Chief of State advised by a Council of Ministers whose President shall direct
governmental operations, a National Consultative Assembly, and an eventual

"~ National Constitutional Assenbly replacing the Consultative Assembly. However
the provisions pertaining to a National Consultative Assembly were not imple=-
mented. Article 5 of the Ordinance contains a clause which contimes the

_=validity of legal texts and regulations not In conflict with the Ordinance.

From the standpoint of administrative law this saving clause permitted continuity
of operations at all govermmental lovels pending o plescemeal or general revision
of the-body of law which each region inherited from the period of French control.

<

<l
PN



Ordinance No, 2 provides for the organizatisn of public administration at
the regional, provincial and village levels in Titles I, II, and III respce-
tively, and abrogates any inconsistent legislation. The Ordinance endowed
regional and provinsial administrations (also autonomous municipalities; with
an "administrative personality" with an effect similar to incorporation in
Anglo-American law. The Ordinancc also granted to them the right to maintain
separate budgets.

Control of each region was entrusted to a Governor appointed by the Chief
of State to serve as the representative of the central governuent, The powers
assigned to the Governor were very broad: hending the regional administration,
controlling the provincial, municipal, and village aduinistration, exccuting
national law and formulating subordinate leglslation, overseeing the operaticns
of technical services rcpresenting the national ministries, formlating the’
reglonal budget with tho assent of the Chief of State, and executing that
budget under the control of the Finanos Minlster. In discharging his responsi-
bility for the maintenance of publie order, the Governor was to be accountable
to a Minister or Secretary of State for tha Interior. In other arcas the
Governor was free to establish direct cantagt with the President of the Council
(President of the Government) or the Chief of State if he chose to bypass the
interested Minister. The Governor would share with the Minister of Interior
control of the appointment of Provinee Chiefs and the Prefects of autonorious
minicipalities, who report directly to the Governor.

In an effort to establish guide-lines for the operations and interaction
of the rogional administraticn and the national administration (particularly
its technical services), the Chief of Stato issued a detailed statement con-
cerning organization and Jurisdiction on September 28, 1949 in the Circular
Instruction No. 320-Cab. This document ascribed a double objective to
Ordinance No, 2: the establishment of unity in Viet Nam and a certain amount
of decentralizastion of authority to the regions in response to existing circum-
stances. In fact, the degree of decentrallgation amounted to virtual abdica-
tion of authority in domestic affairs to the Governor of the North and the
Governor of the Center. The practical autonorny of those regions was largely
based upon the factis of geography, difficultics of commnication, and the
general disorgenization of society imposed by a civil war,

Prior to 1952 some of the functions associated with a department of the
Interior (but not including control of the law enforcement agencies) devolved
upon a Secretary of State attached to the Presidency. In that year a separate
Ministry of the Interior was created. The functions and powers of the Minister
were announced in rather sweeping language in Decree No. 66-NV, which the
Chief of State signed at Dalat on July 8, 1952.

Article 1 outlines eight broad areas in which the Minister of the Interior
is authorized to act under the authority of the President of the Government
and in liaison with any interssted ministries, He is charged, for exarmple,
with

assuring the axecution of general directives in matters of intermal
policy and police, particularly those concerning the maintenance of order
and sceurity throughout the national territory;
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oversecing the application thiroughout the national territory of all
measures whose eXecution dewvolves upon the Governors;

controlling the operations of all police agencies and coordinet:in
their activity.

Article 2 of tho decreo reiterates the role of the Minister of the Interior
in the appointment of Province Chiefs and Profects, as anticipated in Tiile II
of Ordinance No. 2. In Article 3 the decree proceeds to itomizo twenty-five
functions for which the Minister is to be respensiblc within the framcwork of
his legal competence as already detormined in Articles 1 and 2. This lengthy
list includes such diverse topics as :

orientation of the political information progran, in liaison with the
Ministry of Information and Propaganda;

control of irmigration end foreigners;

control of provincial, municipal, and village administration;
territorial adjustments;-

adrinistration of prisons;

expropriation of property for public use;

preparation of olsctions; ‘

personnel adninistration in the public service.

Article 4 of the decree permits the Minister to exercise his powers in the
police field personally, or through the policc agencies which have boen placed
under his authority, or through the Governors. In the last instance the
Minister would frame his instructions in general tcms.

Decree No. 66-NV does not openly purport to abolish or nodify Title I of
Ordinance No. 2 concerning regional adninistration. The plain language of the
decrce implies the clear intention of the central governnent to curb the power
of the Governors, however, by assigning to one ministry, Interior, contrel of
field adninistration throughout the country. Having won a victory on paper,
the then President of the Govermment, who had alrcady assumed the portfollo of
Intorior, hesitated to take direct action in implenentation of the decree. A
frontal assault upon the Governors! entrenched position was postponed until
after the Geneva Conference and the resulting armistice.

) Equipped with a delegation of full powers civil and military from the Chiaf
of State, the new President of the Govermment, Ngo-dinh-Diem, took strong
neasuros, On August 4, 1954 he issued Ordinance No. 21 abrogating Title I of
Ordinance No, 2 (and any other inconsistent logislation), abolishing the
"administrative personality" of the rogions, ending their budgetary autonony,
and placing each of them under a three-man adninistrative cormittee. On the



seme date he igsued an arretd aceepting the resignation of the Covernor of
South Viet Nam and also signed Decrea No. 58-NV appointing a Dolegate of the
Goverrment in place of that Governor, The Declegsto was instructed to exercise
his powers within tho framowork of Ordinance No. 21, Earlior, on July 9, 1954,
President Diem had issued consceutive decrees (Nos. 45-NV and 46-NV) dismissing
the Governor of the Center and appointing in his place a Dolegate of the
Govermment., In the aftormath of Ordinance No, 21 tho position of the Dolegates
was regularized Yy their assuming the presidency of the administratiye comiittes
in. each region,

Article 2 of Ordinance No, 21 asaigna to the Minister of the Interior a
role in the appointment of that committce, whose membors are to be named on the
Joint proposal of the Presidont and the Minister. Article 3 provides that the
rogional administrative cormittce shall issuc subordinate legislation under the
control of the Minister and only with his prior approval. In supervising
operations of the technical sorvices (for example: Public Works, Education,
and Health), the committee 1s to commnicate with the intcrested national mindse
tries through Interior, according to another section of Article 3.

In Article 5 the Ordinance invests the commiitee with control of the
prefectoral, runicipal, provineial, and village administrations; but in the
same scntence the Ordinance requires the commlttce to report to the Minister
of the Interior., At the very least Article 5 Interposes a procedural block
against any attempts of the comittee to byprse tho Minister in natters of his
legal competence,

Ordinance No. 21 announces in ungqualified language, per Artiele 3, that
the dormittec represants the central power in its region; but Article 6 purports
to hand over the various regional services and their personnel to the interested
national ministries, The threcatened collision botween Delegate and Ministry X
ovor administrative control of a glven technical service 1s averted by subse-
quent language of Article 6 providing for an indefinite transitional period,
during which the committec will exercise the powers of management, including
personnel administration, which formerly belonged to the Governor. Although
Article 6 contemplates the incorporation of the regional budget into the
national budget, the time 1limit for effecting this change was extended indefi-
nitely by Ordinance No, 47 of December 31, 1954,

Ordinance No, 21 was clearly intended to strengthen the role of the
contral powor in field adninistration by ending the budgetary and administrative
autonomy of the rogions, During an indefinite transitional period, however,
the Dclegate of the Government continues to excrcise tho bulk of the powers
formerly assigned to the Goveérnor., As the prosident of the reglonal adminis-
trative committee, the Delegate represents the central government and insures
the execution of national law; he is responsible for the maintenance of public
order; he 1s the head of the regional administration and exercises administra-
tive control over most of the technical services represonting national minis-
tries; he formmlates and exscutes the reglonal budget under simllar comtrols;
he plays a similar role in the appointment of Province Chiefs and Prefocts of
autonomous runicipalitics; he controls the provincial, prefectoral, and village
administrations.



From the standpoint of administrative law the principal changes already
effected by Ordinance No, 21 lie in the new relationship established between
the Ministry of the Interior and the regional sdministrations. The Minister
pleys an important role in the appolntment of the Delegate. The Delegate
issues subordinate legislation in the form of arrdtés only with the prior
approval of the Minister, The Delegate communicates with the other national
M11:.1.nimis::;rzl.e;s through the Minister of the Interior. The Delegate reports to the

ster,

Viewed in the aggregate thess formal changes may play a lesser role, how-
ever, in the implementation of Decree No, G6-NV than the contimuing process of
mitual adjustment that would be empected from members of the same administrative
team, all appointed by and responsible to the same chief,

At the date of writing the statutory basis for this relationship between
the Minlstiry of the Interior and the regional edministrations is still Ordi-
nance No, 21 of August 4, 1954, The number of regions under the control of the
national government, reduced to two followlng the Geneva Agreements, became
three again with the annexation of the Pays Montegnards du Sud (P.M.S.) and the
appointment of a Delegate of the Govermment to the P.M.S., in March 1955,
Formerly a French concession, the P.M.8, were transferred to the Royal Domain
in 1945 and formally annexed to the natienal territory by Ordinence No, 21 of
March 11, 1955. (A new series of consecutive numbers for official texts is
opened each year,)

As already noted, the powsrs of the Minister of the Interior were defined
in Decree No. 66-NV of July 8, 1952. The cuxrrent organization and the assign-
ment of functions within the Ministry are baged upon provisions of Arrété
No, 24~BNV/VP/NV, which the Minister signed on May 20, 1955, Sections con-
cerning the Civil Service (Fonction Publique) and the Civil Guard have been
superseded by recent legislation transferring those agencies to the Presidency.
See Decree No, 16~TTP of November 14, 1955 and Ordinance No, 5 of November 26,
1955 respeetively. With these excisions, Article 1 of Arrdté No. 24-BNV/VP/NV
provides that the central administrative services shall consist of five Direc-
torates or Directoratee-General, all of which are immediately responsible to
the Minister: the Directorates of the Cabinet, of Personnel and Accounting, of
General Administration and Legislation; also the Directorate-General of Politi-
cal Affairs and the Directorate-General of National Police and the National
Slireté, Articles 2, 3, 4, and 5 establish the intemal structure and indicate
briefly the assigmment of functions within the first four Directorates. The
Arrété does not alter the pre-existing structure and assigamon’ of funstions
within the Directoratc-General of National Pclice and the duiional Sipots,
based upon the provisicns of Arrété No, 60-Arr-Min~SP-Per, wiri:o vas incued by
the then Minister of Public Security on Novamber 29, 1951. { .2 letters fcllow-
ing the number of an official text  indicate the issuing author:iy.)

While this study was in progress, fundanental changes in the conslitutional
law of Viet Nam took place. The national reiarendum of Cgtioher 227, 1957 zon-
cerning the Chief of State led to the proclemation of the fHe:bliz of Vieb Nam
on October 26, 1955 and the union of the excveutive power and stewus in the
person of the President of the Republic, Decrce llo, 4-TIP of Genober 29, 1955



announced the composition of the first government of the republic and indicated
a general change in nomenclature from 'Minister to "Secretary of State.," The
title of Minister of the Interior, for example, has bean changed to Secretery
of State for Interior.

The legal materials considered in this brief analysis profit from a saving
clause in the Provisional Constitutional Act No. 1 of October 26, 1955 contimu-
ing temporarily the validity of pre-existing legislation that is not
inconsistent with the republicen form of government.

ADMINISTRATIVE PRDCEDURES

Implementation of our proposals will provide an opportunity to draft and
adopt a uniform administrative law concerning field operations. A detailed and
integrated statement establishing the functions and internal structure of admin-
istrative organs operating at national, area, and village levels and their
relations with the technical services would then replace the heterogeneous
collection of legel texts dating from the period of colonial control and sub-~
suned by Ordinance No. 1 of July 1, 1949. Interviews conducted in Saigon and
in the field revealed a widespread desire among Vietnamese officials to sweep
away these reminders of the former colonial status. Certainly national legis-
lation and subordinate regional legislation which have been enacted aince 1949
should be included in this general process of review and revision.

Although our recommendations are addressed to the Department of Interior,
their implications for field administration extend to other interested depart-
ments of the national government such as Education, Agriculture, and Public
Works. This consolidation and re-statement of legislation pertinent to field |,
administration could also serve as the first step toward codification. Further,
the establishment of a concordance to a hypothetical administrative code (with
annotations for cross-reference) would facilitate any future study of govern-
mental operations by associating a given function with the appropriate agency,
The various codes consolidating public or private law which are currently in
use in the Unitsd States might furnish helpful examples of this process.

A second and related suggestion concernms the method of assuring that con=-
fliots between proposed legislation and existing law should be recognized and
resolved in advance of enactment wherever possible. Legislation implementing
the proposals of this report should be submitted to the Couneil of State,
established by Decree No, 38 of December 9, 1954, for their textual analysis
and advice in accordance with the terms of that decree. The present inquiry
has revealed instances in which legislation has been modified or abrogated sub
silentlo, perhaps intentionally; and the inevitable result is confusion in
administration. Also, the existing practice of inserting a general statement
repealing inconsistent legislation without identifying the superseded legal
provisions postpones a decision as to the practical effect of a new law. It
is to be hoped that the other departments of the central goverrment will also
utilize the facilities offered by the Council of State for drafting end revising
proposed legislation, This second suggestion is advanced with the aim of



assuring clarity and precision in the preperation of legislation. It is
entirely possible, however, that the anticipated national Legislative Assembly
may later decide to create a technical and research service, subordinate te

the Assembly, for accomplishing the same purpose.
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Organization

THE REGION

Basic Organization

Free Viet Nam is at present divided into three regions designated as South
Viet Nam, Central Viet Nam, and P.M.S. (Pays Mointagnard du Sud). Each of the
reglons is governed by a !Délégation du Gouvernement" to the region; according
. to Ordinance No. 21, this delegation should be composed of a three-man commit-
tee, rather than just one man. The Chairman of this committee is called the
Délégué and the other two members are designated as Commlssioners, one for
Political and Administrative affairs and the other for Military affairs. How-
ever, the only region which has had this arrangement is South Viet Nam. SWVN is
governed by a three-man cormittee while CVN and PiS are administered by one
man--the Nélégué. In the latter two regicns, the real administrative power is
centralized in the hands of one individual who has complets authority over civil
affeirs within the region--within the limit of the existing regulations.

The Délégué

The Délégué is appointed by the President upon the zdvice of the Minister
of Interior, to whom he is responsible. The appointment is a political one,
although the present Délégués do not have the amount of power once exerclsed
by the former Governors. The duties of the Délépgué are defined in Ordinance
No. 21; for an enumeration of them, see the report on the legal framework of
the government written by Mr. Haney. Perhaps one of the most important func-
tions of the Délégué is the issuing of Arrdtés which will affect the population
of the region; according to the Ordinance, these documents should be issued
over the signatures of thc committes although one member of the committee also
has the power to issue one alone. As only SVN has such a committee, Arrétés in
CVN and PMS are issued by one man; in SVN, most of them have been issued by the
committee according to interviews with its members.

In one case-~Central Viet Nam~-~there has becen a delegation of authority to
issue Arrétés; in this case, the Dirgctor of Csbinet has been given the
authority to sign “by delegation" the arrété installing a newly recruited civil
servant in the relevant cadre.

The Regional "Housckeeping!" Services

What one might term "general housekeeping sorvices" are maintained in each
of the three regions, These include the services of personnel, finance,




political affairs, administrative affairs, and the personal cabinet of the
Délégué, both eivil end militery. Although their functions arc uniforn in each.
region, they vary in tho sonse that, in SVN, thess offices have the dircctorate
rank, in CVN they have the sorvice rank and in FMS they have tho bureau rank.

Also in PM3, thero is anothor directorate which is not found in CVN or SVN;
this is the Directorate of Economic and Socisl Affairs. The diroctorate is
broken down into two services. The sorvice of econcmic affairs is conceornod
with provisions and transportation, statistics, rescarch and foreign aid, and
propaganda and expositions. That of social affalrs is concerncd with social
aid, hygiene and health, rcfugees, lzbor, and youth and sports. This latter
service is cspecielly intercsting as its functions seen to duplicetc those of
soveral of the technical services; the differcnce is that this directorate is
responsible both administratively and technically to the regional administretion.

The office in charge of porsonnel has three noin responsibilitioes:
recrultmont, sppointment, and transfor of civil servants within the region
involved. #s thore are two ranks of civil sorvants—national and regional--the
regional office is concerned only with the latter. The nethod of recruitment
is based on the Fronch system; seomingly the latest change was in 1950 when an
Arrété wans issued changing the cadre systen.

Another of the "housekocping™ services is that of Finance, which has been
discussed in another roport.

An office of political affzirs is anothor which oxdsts in cach region.
This office is in chargc of keeping in touch with tho political situation in
the region and submitting reports which go to the Délégué and, in turn, are
ofton sent to Interior. Tho office alsc passes on docunents and letters to the
provinces from the Ministry of Interior concerning political matters.

The office for adrninistrative affairs also hos similar functions in each
of the three regions. Briefly the office is responsible for the disposal of
public lands to responsible persons who are cntitled to buy lands belonging to-
the govermment. Also the office is cherged with preparing administrative
documents which will be issued by the regional govermniont over thc signature
of the Déléguéd. Lastly, the office may send pcople ocut into the field to
inspect the other governnentel units to sce if they are implementing the rogu-
lation issued at thc regional lovel., South Viet Nam has an officer who performs
this function--the Chargé dec Mission, Tho P.M.S, also has an officer in charge
of this function, although his poaition is being absorbed into the national
governnient in tho ncar future. Contral Viet Nem is the cxccption to this; in
none of tho intorvicws was any mention made of this sort of adninistrative

review.

In cach of tho threc regions, those "housckeeping' services are responsible
indirectly to tho delcgation. In each case, they are under either a dircctorate
of burcaus or a directorate of cabinet. South Viet Nam has only the former
while Central Viet Nan and P.M.S. have the two directorates with these services
divided between them.



The Regional Technical Services

Fach rcgion maintains a series of technical services corresponding to tho
national ministrics. In cach casc, the servicos are technically rcsponsible to
the notional ninistry and administretively to tho regional administration.
Their adridnistrative rcsponsibility differs in detail, however, in that in the
throe regions the services arc undor differont agoncics. In South Viet Nen,
they erc dircctly rospon51ble to the dircctoratc of bureaus; in P.M.S., they
erc responsible to the DElégud himsclf; in Contral Viot Nan, they are split
bectween reportlng directly to the Deleguo and to the dircectoratc of Cabinct.
Those scrvices rosponslblh to tho dircctor of cabinct arc Infornatlon, Civil
Guard, end Policc and Sircté; the reason for this according to the Délégud is
due to their political naturc. Obviously, their functions are parallel in cach
of the three rogions.

As was previously nentioned, the P.M.S, also meintains several technical

services within the internal organization of the region. These are naturally
both technically and adninistrativoly responsible to the regional govermment.

Relotionships with the Provinccs

Provinces are diroctly responsible to the Deldgué. All corrmnications from
the provinces to tho national ninistrics and/or to the President rust go through
the regional adninistration. Only in cmergency cases can the province corrmni-
cate directly with a mdnistry. This exception, howover, is actually not an
exception for the following rcasons: the rcgicnal office nust approve this
bypassing and, cvon 1if approved, the province mmst scnd a copy of the report to
the Délégué. The copy sent to the Délégué is the originel copy of the corres-
pondence and the carbon goes to the ministry involwed. This 1s also true for
the Prefect of Saigon-Cholon.

Planning

Regarding planning, South Victnan and P.M.S, both have spceicl offices for
planning while Central Viet Nam has a cormittoc composed of the Délégué, the
Dircctor of Cebinet, and the Dircctor of Burceaus who do thec planning fo» the
rogion,

Roporting

Each month, cach of the DEléguds rmst subnit a rcport to the President
. surmarizging the activitles and conditions in the region for the preceding month.
This roport is compiled by rcceiving smell rcports fron each of the offices in
the regional adrninistration. In no casc, was it spcecificd as to exactly who
puts the information togcther and writes the rcport.



Therc are also monthly meetings of the provinee chiefs in cach region,
from which some of the materlal is gathered for the rogional report. ilso, tho
provinces submit periodic rcports on conditions within the province and
progress and plans for projects, cte.

Attached are bricf charts of tho organization within the threc recgions.

THE PROVINCE

The Chief of Province

The Chief of Province 1s very definitely in control of the provincial
administration. He is nominated by the Délégué and appointed by the linister
of Interior; he must be in the superior cadre of the civil service. He is
responsible for the general administration of the province. His specific func-
tions include (1) major respensibility for the provincial budget; (2) approvel
of technical service projects within the province-~without this approval the
project cannot be implemented; (3) the Civil Guard in his province is completely
at his disposal (with a few exceptions).

To a certain extent the power of the province chief--as well as certain of
his activities--vary from province to province depending on his wersenality and
campetence., For example, in one of the provinces visited, the CF took an
extremely active interest in agrarian reform; in ancther province, the CP was
completely sold on the value of education and was almost willing to spend his
own money to get some more schools built.

The Provinecial "Housekeeping" Services

Each province maintains certain "housekeeping" services as do the regions,
These are the general administration office, accounting and finance office,
personnel office, and military affairs office. Each of these officzas is
directly responsible to the Chief of Provinca, althcugh they usualiy ~o through
the Deputy CP who is responsible for much of the routine adminictratire work
in the province {although in some provinces it is probebly the deputy who makes
rnost decisions).

The géneral administration office is responsible for the smooth running of
the provincial govermment. In most cases, when asked for execct functions, the
reply was that the work of the office is "bureaucratic routine."

The personnel office is responsible for keeping records of all employees
in the provincial government--those paid by the provincinl budget. As most of
the civil servants in the province are of reglonal rank the office does not
have the sole power for appointments and promotions. These must come from the
regional personnel office although the provincial personnel office does make
recomendations which are likely to be honored.
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The accounting and finaneial office is responsible for the putting together

of the budget and for keeping the records during the year. This is discussed
in detall in Mr. Snyder's report.

The office for military affairs is little more than a liaison between the
army and the province chief. This office can keep the province chief informed
of conditions within the province and get suggestions from him as to proce-
dures. Many of the province chiefs mentioned that this is an important office
in that good coordination and good relationships between the army and the
provinclal administration are highly desirable.

The Provinclal Technical Services

The provinces maintain technical services comparable to those at the
national and regional levels. Thess technical services arc responsible tech-
nically to the regionsl services and administratively to the province chief.
There is no clear definition as to the distinction between technical and
administrative responsibility. As previously mentioned, the province chief
is owed some technical jurisdictlon as he must approve projects affceting the
province before it can be put into effect.

Local Administration Within the Province

The provinces are divided into three administrative units (four in the
PM.3.). These are districts, cantons, and villages.

The district chief 1s a career civil servant, He 1s recommended by the
province chief and appointed by the regional Délégué; he may be removed by the
consent of both parties concerned. He is directly responsible to the province
chief in all matters., He is also the liaison between the provincial government
and the canton and wvillage as all correspondence to the province chief must
pass through his office.

The canton chief 1s appointed by the province chief. He i1s a resident of
his canton and is usually the most influential man in the canton as financial
independence 1s one of the requirements for this position. Actually, the can-
tons are decreasing in importance at the present time, which means that the
villages will be directly responsible to the district administration.

The villages are run by an elected village council, Any person in the
village over 25 years of age, literate, and not dependent on the goverrment,
ete,, for financlal support is eligible for the village council. This latter
qualification was never adequately explained., In many provinces, village
administration is now under a leader appointed by the province chief. The
village is responsible administratively to the district (or canton) and,
although it has its own budget, it must be approved by the province chief.
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