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I. Introduction,

A, Purpose - In coordination with the general study of the Ministry
Interior, regional and provincial administration, this study was made to
understand the proceas of budget preparation and execution by regional
and provincial administration in Viet-Nam, Two factors Influenced this
study to the extent that a considerable portion of the time was spent
outside the proper jurisdiction of the Ministry of Interior; they were:
(1) The past, present and immediste future dependence and inter-
relationship of the village, municipal and national budgets to the
regional and provincial budgets, and (2) The fact that, under present con~
ditions, the Ministry of Interior has little to do with actual fiscal
operations outside its own central ministry in Saigon. To elaborate a
bit on this last statement, it may be noted that the Accountinp and
Budget section of the Ministry of Interior is responsible solely for the
internal operation of the Ministry and is in no way concerned with the
I'iscal operations of local government, The Ministry of Flnance presently
is the final authority of budget approval, oblisation of funds and au-
diting of accounts for local administration, It is also responsible for
tax administration and collection, and is the ministry from which the
National Treasury derives its functions and authority, Hence, the scope
of this study is broader than originally intended, This necessitated some
sacrifice of detail and precision in order to develop as fully as time has
permitted the interlocking relationships of all levels of local admine
istration in Viet-Nam, We feel that this is nrobably the first study of
the complete picture and as such offers a good frame of reference from
which to begin further study into the specific and special problem areas.,
Many conflicting statements were recorded which, for lack of time and
means for further interviews, have not been reconciled, but every effort
has been made to minimize the use of this type of information,

B, Method - With the full time cooperation of three American em-
ployees and the part time assistance of four others, arproximately 36
financial employees of national, repgional, provincial and municipal
administrations were questioned about their knowledpge and roles in
establishing and executing the aforementioned budsets, Weedless to
gay no lack of interest was shown by the helpful and responsive officials,
We want to thank particularly Mr, Neuyen-Thuan, Director of Oblimation
Control, Ministry of Inance, for his advice and assistance in the pre~
paration of this study,

C. Definition of Terms - Becense most of the material studied by the
interviewers was in French, the following English translations are used
throughout the text for uniformity;

1, Fiscal Manager Ordonnateur (his signature mist
appear on every authorization for
expenditure of funds,)

2. Liquidator liquidateur (officer certifying that
originating office has debited budget

correctly).
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Obligation Control

Treasurer and
Treasury Agent

Direct Taxes
Indirect Taxes

Negotiated Income Tax

Commercial Licenses
General Income Tax
Turnover Tax
Money Voucher

Certificate for Cash
Payment

Additional Percentapges
Taxes

Pregtation Tax

Advance Account
Call for Bidas

Adjudication

II. ILegal Background,

Depenses Engagses (sudit of pro-
posed obligation of funds and nost-
audit of delivered item before
actual payment is authorized),

. Tresorier,

Impots Directs
Impots Indirects

Taxe sur ltexercice de diverses
professions (dite: Forfaitaire)

Patentes

Impot general sur le revenu
Taxe sur le chiffre dtaffaires
Mandat

Bon de caisse

Centiemes Additionnels
Prestations (Taxes payables in
kind, dites: vicinale)

Caisse d!Avance

Appeal dloffres

Adjudication

A, For those unfamilar with French fiscal procedures the following

may be of assistance,
in the requesting, authorizing, payment and auditing of a payment,

are as8 follows:

The French system is based on four steps or controls

They

1, Obligation of funds (Depenses Incagees) = which includes a pre-
audit,

2. Authorization of funds (Ordonnancement) ~ is made by the Fiscal
Manager of the Budget,




3.

Le

Liquidation (liquidation) - preparation of Money Voucher and
debiting of bureau account of budget,

Payment (Tresorier} - is made by Treasury Agent who is
responsible for keeping the official account of budget for
the Fiscal Manager, This system is used with only minor
variations by nation and local government as well as to a
large extent by private firms (including banks),

B, By presidential decree of December 30, 1912 the regulations
concerning financial operations in the French colonies were modified and
clarified (previous regulations dated from November 20, 1882)., These
regulations are still in force as of this writinr, with such changes as
have been decreed since, The regulations concern:

1,

24

3.
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16,

17.

General dispositions

Services whose expenditures are of average delegation of
authority

Budgetary operations of the various budgets
Preparation and approval process of the various tudgets
Division of receipts and expenditures
Extraordinary expenditures and receipts

Punds for public assistance

Execution of the budgets

Reserve funds

Cloging of budpetary operations

Adminigtrative accounting

Anmial accounts

Management accounts

Municipal laws

Communal disposition of various financial services
Obligation control - functioning of control

Treasury service - movement of funds




18, Exanination, verification and Jjudgement of accounts
19, Judiciary control
20s Account debts

) C. The regulations mentioned number 426 articles of which probably
70% or more have had some revision during the 43 yvears since promulgatation,
Most of the changes occured during 1935-1948, a period when more autonomy
was being pranted to regional and provincisl administration, The reverse
has been ture since 1948 when the national govermment believed it necessary
for military considerations to keep a tighter rein on expenditure of findg.
This latter trend is particularly trus of village autonomy which has
suffered in the past ten or so years and has lost much of its traditional
fiscal powers and authority, However, it is not within the scope of this
study to go into the reasons why and at just what date fiscal administration
took on its present aspects, but rather to deseribe the theoretical and
factual procedures existing today in Viet~Nam,

D. A revised printing of the above repulations in their present form
is underway and the Vietnamese Government printing office should have it
completed shortly,

E, There is cormission consisting of members from the Ministry of
Finance which has just completed a proposal for a new Ordoanance whioh
would replace the existing fiscal regulations, Time has prermitted only a
reading of this ordonnance and not a detailed study, The new laWw does not
seem to depart in any manner from the existinr fiscal system based on the
Taw of 1917 as amended, Lhere are some new changes in details and it docs
not have all the information described in this study, Some of the aspects
noticed in the new law include:

1, The right to obligate funds for sums under 2,000% is not
mentioned,

2, With regard to provincial budgets, provision is made that if
a provincial council should omit or refuse to vote credits
for obligatory expenses, the matter will be referred to the
llegional [iscal Manager who will authorize the funds, The
provincial council will alse name a conmiission to verify
expenditures and receipts of the provincial administration,

3. If a village budget exceeds 500,0004 approval must be given
by the Regional Fiscal Manager,

i, No mention is made in the new law about the necessity to
refer Purchase Requests exceeding 20,000% to the Regional
Fiscal Manaper.




5. Any account which has exceeded 1,000,000% in the past three
years will be subject to review or post-auditing by the GCourt
of Accounting, Ministry of Finance,

IIX. General Purchase Procedures - There are gsome regulations common to
all purchases, whether they be made by national or local administrators,

A+ In theory every administrative service having an accounting office
has an Advance Account from which paymenta for purchases not exceeding
60,0004 are made, This doos not imply that the Purchaser can effect the
purchase without higher authorization, 1t only means that final payment can
be made this account, In theory such accounts are delegated to the next
lower level of administration (1.e. Te FMscal Manager of the National
budget authorizes the establishment of an Advance Account for charges
againgt the Natlonal Budget to each Minigter; similarly, the Fiscal
Menager of a regional budget would designate Advance Accounts to Regional
Ministrial Directions for expenses against the Regional Budget, and so
forth), Payments from Advance Accounts are made in cash by the Purchaser
from funds advanced to him by the Fiscal Managers However, the use of the
Advance Account is limited and the documents concerning such purchases must
clear the Obligation Control Section and Fiscal Manager (at the adminis-
trative level of the proper Budpet) before another advance to his Advance

Account will be made, Ordinary payments are made by Money Voucher which
conslats Of two parts: '{1) Non-negotiable Money Voucher which 18 kept by

the Purchaser and (2) Qertificate for Cash-Payment which 1s delivered to the
Supplier who mag cash 1t at the Tressury. All documents must be prepared
in triplicate, the coples beilng kept ds follows: (1) Treasury, (2)‘Liqui-
dator and (3) Fiscal Manager. "

B Purchases under 2,000§ may be made by direct purchase by the
Purchaser without hirher authorization, The payment 1s made from the
"Advance Account', :

C. Purchases between 2,000-5,0008 can be effected without o nswlting
more than one supplier, Authorization by the Fiscal Manager is required,

D, Purchases between 5,000-60,000$ require that the purchaser obtain
estimates from three Suppliers and that he accept the lar est offer,

E. Purchases exceeding 60,000% are effected by auction, There are
two tyves of auctions employed in Viet-Nam and it is up to the Fiscal
Manager to declde which would be more beneficial sid whether they should
be held at the national, re~ional or provincial level, Although the
regulations state that for purchases exceeding 500,000%, an Adjudication
should be held, in practice the decision is made by the Fiscal Manager as

forementioned,

le~ Gall for Bids permits the Purchaser to choose between offers
giving consideration to such factors as quallty and ex-
pedienoy of delivery,




2, Adjudication must g0 to the lowest bidder without further
consideration,

Fo There exists a resulation concerning emergency purchases, This
states that such purchases may be made without offers from miltiple suppliers
Or an auction if approved by the Fiseal Manager, It appears that this is
used primarily for purchases of items which are nanufactured by only one
fim (example given was specialized hospital equipment or specific make
of automobile),

IV, Analysis of expenditures by national and local government,

A, The most nearly complete and up-to-date extimates of total public
expenditures in Viet-Mam during 1955 was shown to us at the Direction of
the Budget, Ministry of Finance, The following estimates do not include
the budgets of semi-autonomous government supervised orsunisationg
(National Bank, Exchange Office, and Viet-Nam Press) nor is the buiget
for Refugee Affairs included, No estimate of village expenditures is
available at the national level and guch information was not gystematically
gathered from the provincial adnipistrations,

Budget $VN % of total national,
Millions of Piasters regional and municipal
expenditures
- National "A" «Civil (1) 2,606,7 15%
~ National “BY ~Military 10,580.3 63%
-~ North Viet-Nam (2) 22h.8 14
- Central Viet-Nam(3) 810.9 5%
~ South Viet=Nam (3) 1,005,1 A
- BMS (3) 102,2 14
~ Hanoi (1) not available not available
~ Haiphong (L) 25,6 -
- Tourane (L) Lo.0 -
~ Saigon~Cholon (1) 599,8 Lz
- Dalat (L) 13,0 -
~ American Aid (5) 8LLe5 5%
Total: 16,85249 -100%

(1) This excludes subsidies to regional and municipal budgets as well as
the contributions to the National Budget "B" (Military),

(2) Through the close of operations in May, 195%

(3) This excludes subsidies to provincial and runicipal budgets,

(L) Municipal budgets include subsidies from national and regional budgets
as well as thelr own subsidies to public groups,

(5) American Aid is only that portion available to the povernment for
civil use (and excludes assistance to the Refugee Program),




B, The total expenditures by provincial administrations in South
Viet~Ham is currently budgeted at 1,160,5 million rlasters (excluding
Bien-Hoa's budget which was estimated at 50 million §), Though no total
fipures were available on provinclal expenditures for GCentral Viet~Nam,
an estimate of 100 million piasters was glven, Most of the provinces in
Central Viet-Nam do not have provincial budgets for this fiscal year.
Likewise, no total figures were glven for the provinces of the PMS, but
estimates run to 8«9 million plasters, Hence, a brealdown of expenditures
by the national, regional, provincial and municipal budgets would pive:

Budget & % of total expenditures
Millions of Piasters
- National ®Av 2,606,7 15%
~ National "B 10,58043 58%
~ Reglonal 1,319.0 7%
~ Provineial 1,919,0 114
~ Municipal 67840 L%
- Americal Aid 8lL.5 5%
Total 17,947.9 100%

V. Natlonal Budget.
A, Source of funds,

1. Excluding American Aid there are six principal sourccs of
revenue for the National Budget "AM

% of total
revenue
a. Direct Taxes
1/ General income tax
2/ Commercial income tax
Total 11%
ba. Indirect Taxes
1/ Turnover Tax Total 23%
c. OCustom Receipts 25%
d, Ixcise taxes of Govermment centrolled items:
1/ Imported
a- Alcohol
b~ Mineral oil
c~ Tobacco
d= Sugar

2/ HMamufactured locally
a~b Matches
¢~ Tobacco
d= Beer
e~ Alcohol Total 27%




¢e Rocelpts from land registration and

transfer, state stamps, etcsae 9%

fo Receipts from industrial exploitation
(greatest proportion from PTT) L4
gs Recelpts from Administrative Services 1%
Total 100%

2, Direct taxes are collected by the Treasury and its branches
from rolls prepared by the provincial offices of direct taxation,

3¢ Indirect taxes are collected directly by the provineial
offices of indirect taxation, to which the additional percentazes added
by provincial, municipal and village administrations prove to be the
principal source of revenue,

L. Custom duties are paid at the custom's house (over 90%
presently collected within the Saipgon-Cholon port area) to a representative
of the Treasury, Excise taxes on state controlled industrics (matches,
alcohol, cigarecttes, etc.) are paid at the place of marufacture,

s Direct taxation plays a relatively minor role in the
resources of the National Budget. Because the turhover tax is largely
collected on items figuring in custom and excise receipts, the goods coming
through customs and those produced in state controlled industries determine
to a major extent the total revenue of the Vietnamese government under the
praesent system,

B, DBudget preparaticn

l. In October of each year, after the previous yeart!s revenues
have been finalized and an estimate can be made for the current and
following year's revenue, the Minister of Finance sends out to all
ministries and to the regional and municipal administrations instructions
for the preparation of the next fiscal year's budget and a deadline for
returning the information to the Ministry of Finance, These instructions

outline the broad terms the expected receipts of the government for the
next year and flexible estimates of expenditures in each sector,

2. The Ministers then write to their regional offices which in
turn relay to the provincial offices the instructions of the Minister of
Finance, The regional and municipal administrations are concerned only
with furnishing to the Minister of Finance estimates for subsidies in the
forthcoming year with the necessary justifications,

3+ The provincial and reglonal administrations do not coordinate
requests for funds from the National Budget by either the provincial or
reglonal offices of the ministries; they do receive copies of these requests




but do not have any authority over such requests, The requests are sent
by the provincial offices to the reglonal offices where the regional needs
are coordinated before forwarding the estimates to the central ministry in
Saigon to be consolidated and submitted to the Ministry of Finance, These
estimates are usually received about the first of the fiscal year in which
the estimates have bcen made,

4s Then the budget division coordinates the estimates and submits
a preliminary budget {o the Prosident, who in tumm subnits it to the Council
of Ministers for approval, In thcory the budget should be aprroved not
later than the first month of the fiscal year,

S5 The aprroved budpget is cormunicated to the ministries and in
turn is distributed throushcut the country, The detaiied budget is sent to
the three centers of Cbligntion Control where it becomes, in theory, the
guiding authority on expenditure of funds,

C. Badget Execution

l, Request, obligation, liguidation, authorization and payment
of expenditures from the National Budget "A", as would be the case by a
national Ministry, is really a simplification of the procedure described
in paragraph 2 of this section, Fach step will be defined in the next
paragraph and descriptively shown in the Appendix A, The Minister of
Finance is the Fiscal Manager; however, he sometimes dclegates credits to
the regional Fiscal managers who are then called Auxiliary Fiscal Managers
(ordonnateur secondaire) (not to be confused with the term Deputy Fiscal
Manager (sous-ordommateur) which is used when the Regional or National
Fiscal Manaper delegates authority to a Province Chief,) The Minister of
Finance also has declegated signing authority to his General Secretary,
although he usually reviews the cnses which must be signed by the Fiscal
M-nager of National Budget "A'", The Provineial and Regional stcps outlined
in the next paragraph are not used for the Saigon~Cholon type of expenditure,

2. Request, obligation, liquidation, authorization and payment
of expenditures from the National Budget "A" far the provincial ministerial
servicet In theory the regional fiscal manager has authority as Auxiliary
FMscal Manaper and is delegated funds to execute this responsibility,

These funds are theoretically delegated on a quarterly basis; however, in
actual practice it appears to be the rule that such funds have not been
delegated and many of the cases have to be referrcd to Saigon for decision,
The steps cnumerated below correspond to the ones indicated in the chart
in Aprendix A,

a, As cxplained in Part III, General Purchase Procedurcs,
if the purchasec is for less than 2,0003, the Purchaser has no necd for
further authority and can cffect the purchasc from his Advance Account,
If the purchase is betwcen 2,000-60,0005 then the steps concerning the
Auction and the Treasury are eliminated, The steps enumerated below
assume the purchase is to exceed 60,0005 and they correspond to the
numbers indicated on the chart of Appendix A,
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1-2/The Purchaser fipst submits o Purchase Request with

3/

L/
5/
6/
174
8/
9/

10-11/

13/

15/
16/

his own cost estimate to the Provineial Administrae
tion for their information,

After the documents are returned, he sends them to
the Regional Ministerial Direction where the Purchase
is checked fop budgetary enclosure,

Ine docaments are sent to the Nationel Minlstry
wiere 1i; is again checked for budgetary enclosure,

The documents ape sont to the Obligation Control
Service where the same items are checked,

Submitted to the Fiscal Manager fop approval,

Documents are sent to the National Ministry, There
the decision is made as to where the Auction should
be held,

Documents returned to the Regional Ministerial
Direction,

Documents arg returned to the Provineial Ministerial
Service,

Work or Material 1s completed and in the latter cagse

Liquidator who 1is responsible for verification that
the proper Chapter and Line Item of the Servicels
budget has besn debited,

The documents are sent to the Regional Ministerial
Direction which review them for conformity with the
Auction,

The documents are sent to the National Ministry for
same review,

Documents are sent to the Obligation Control Service
for same review,

Documents are sent to Fiscal Manager,

Fiscal Manager signs authorization to pay for
Services or material and sends documents to the

Treasury,
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17/ At the Treasury the documents receive final audit,
the responsibility resting here to keep the official
account for each National Ministry, The Chapter
and Line Item is debited and the Money Voucher
returned to the Fiscal lanager.

18/ The lMoney Voucher is sent to the National Ministry,.
19/ Money Voucher sent to Regional Ministerial Direction,
20/ Money Voucher sent to Provincial Ministerial Service,
21/ The Mohoy Voucher is sent to the Supplicr,

22/ The Supplier is then able to take the Honey Voucher
to any Treasury Office for coshing.

3¢+ The time of the operations outlined above can vary from two
to over six months, Examples of this are given under the study on Regional
Budgets (which are exceuted in the same manner as National Budget A%, with
the additional step of clearance by Regional Administration),

e As will be noted from the above, no post-audit procedure is
curpently in operation in Viet-Nam. The Obligation Control Office is
limited to varification of legality, propricty of documentation, availability
of funds, chargeability to budget and arithmetic accuracys The Juic ial
Bepartment does have the power to perform post auditing, We did not
investigate the extent to which such authority is utilizod under prescnt
conditions,

D, Expenditurcs Analysis,

1, It is not possiblc to make a direct comparison of expenditurcs
noted in the budget for 1955 with the cxpenditures in the 1954 and 1953
budgets, The reason is that very important and basic changes in the budget
structure have taken place cach yeare The nationsl budgets up to and
including that of 1953 were relatively small as they did not include
expenditures for military purposcs which were for the most part carried
by the French, In 195, thc method for preparing the National Budget was
chanred, ghowing the French contribution for military cxpenditures, and
total expenditure figures were included with o breakdown into type of
military expenses, The only basic change in the 1955 budget was a split
into two budgetss National Budget "A"n%civil expenditures anl rcvenues) and
National Budget "B" (military expenditurcs and revenues), The National
Budget "A" shows an item of 800,000,0008 as the contribution to the military
budgets The proposed budget for 1956 will be altercd again by placing the
Civil Guard (Bao-An Doan), herctofore carricd by the provineial budsets
(admittedly with subsidy by the regional and hence tho National budget),
henceforth on the roles of tho national budgot,
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2¢ In theory, the National Budget "AM is responsible for the
peyment of services and goods' of mational concern (i.co, universitios,
natlonal hichways and bridges, cemtral mninistries, the presidency, the
projected National Assembly, sccurity forces, the bulk of the information
program, the natlonal radio, etc,)s Howover, duo to the ravages of the
war and the retreating Viet=Cong army, much construction and reparation,
normally the charge of regional or provincial administrations, is presently
undertoken by the National Government, with the o nscquent difficultics
of generalizotion about the area of responsibility of the National Governe
ment, Nevertheless, there follow as breakdown percentage of expenditure
of the Nationnl Budget "AM,

The original budget emvisioned payments of 5,122 million plastors
(including a contribution of 300 million piasters to tho National Defensc).

% of total expenditures’

8s QOenoral Administration
The Presidency
2/ Information
3/ Psychologlcal Warfare
i/ National Radio
5/ TForcign Affairs Dopartment
6/ Foreign Scrvice
Total 6%
b, Other Administration
Ministry of Finance
2/ Economic Sorvice
3/ Treasury
i/ Customs
5/ Supervision of Government controlled
Monufacturc
&/ Tax Administration
7/ Registration of Acts
8/ Ministry of Agriculturo
9/ Water and Forcst consorvation

Tot al L%

Ce Subsidios to regional administra-
tion 26%
d. Contribution to National Defensc 15%
Gs Tax Refunds 8%
fs Education 2%

gs Justice, Interior, Security and cvacuated civil
servants from the North 12%

h, Public Works (PTT, national hiphways and bridges,
sca navigation, river navigation, hydraulic
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agriculture, civil aviation, infrastructure,

meteorologicel service, lighthouses, etc,) 164
i, Social Service 1%
Total 100%

3s As oxpoenditures for personnel services hove becn running at
approximately 904 of total expenditurcs, it is important to hove a succinct
picture of which bersonnel  are paid from the National Budget MAV, As
explained to us thoy are:

fe All porsonnel in tho contral offices of the National
administration in SaigonwCholon,

b, Top personncl in regional administration

cs Top pergonnol in cithor reglonal or provincial
offices of ministrics,

de All personnel in Security, PIT, Treasury, Justico,
Land Registration and Agriculture,

E, Observations,

1. The process of budget preparation emd execution oxplained
above is currently morc theoretical than factual, Two frots impair the
functioning as outlined above,

as Budgot approval hos boen painfully slow, the final
product being 2 detailod analysis of actunl rather than
cxpected oxpenditures, For instance, the National Budget
Iggh was not finally signed by the Presidont until
February h, 1955, Though provisional acceptance was given
to the 1955 budgot on June 29, 1955, it since has beon
rescinded, and the budget is not yot officially approved,

be Lack of authority to obligate funds, whother it may be
in Soipon-Cholon or in the provinces, In theory,
credits are made availsble to the Deputy Fiscal

Yonagers but in reality, the Ministry of Finance authorizes

little advance credit, Consequently, every folder on
oxpenditures against the Mational Budget M"A" must be
sent to the Obligation Control Office in Saigon-Cholon

whoere the officisl in charge checks with the Budret Section
for provisional obligation approval, even though the budget

has not been formally approved. The obvious delays in-
volved in this action arc conspicuous to the American,
vho 1s unfamilar with tho logic behind the cxisting
Vietnamesc finonecial system with its prcéctiCally nen=-
cxistent delegation of authority and lack of workable
post-pudit systom,
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24 We have been talking herc about general cxpenditurcs, not
citing the specific cascs neecssary to give a true picture, Actually, the
present financial arrangement is an ad }'_123_ gystom with different treatment
for cach case, Specifically, it has been stated by many sources that oven
after budgets are approved there is practically never a delegation of ercdit
for purchase of materinl, whercas workable solutions have been reached to
maintain a somewhat steady flow of payments BHr ordinary personnel
cxpenditurcs, Remembering that 90% of payments arc for porsonncl we

‘should ' not soy too hastily that a drastic situation cxists in the financial

system, nearly to tho point of stopping all movement of funds.s Personncl
aro paid more or less repularly, providing they are permanent, not contract
cmploycess In tho field, many told us thoy had not been paid in weeks and
in some cascs months, but wo arc only repoating their statemonts which wo
made no attempt to document,

3e Anothor hiddon foctor which saves o scomingly unmovenble
financial system, is tho spocial funds, of which an cxamplc is givon in
the Obscrvations of the section on Provineial Budmets,

L. Though it wos cxplained to us that oxpenditures for less
than 2,000 piastcrs could be made without prior approval of the Obligation
Control Scetion, in checking through current folders, awaiting author-
ization, we saw many Monoy Vouchers and requests for obligation of funds
and for personnel services as smoll as 500$, The answer given was that they
werc for cxpenditurcs that had not been forscen in the budget and therefore
noeded central approval.

VI, Roglonal Budgoet
As  Sourco of funds
1, At the prcsent time, the regional budgets of Vict-Nam are
heavily subsidized by the Natlonal Budget, However, the mojor proportion

of the subsidy is rc~allocated to provincial government when it is used to
mointain the Civil Guard. They are currently being subsidized as follows:

% of subsidy
a. South Viot-Nam 214
b, Central VicteNam (1) 88%
¢, PMS 554

2, The cxpeeted rovenues from the three replonal budegcts for
1955 are:

(1) The rcason that this subsidy appears to be much larger than the others,
is that only o few provinces in Central Vict~Nom have budgets this
year anxd all thoir expenditures are met from the regional budget.
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REGIONAL REVENUES for 1955

South Central (2)
s (1) Viet-Nam Viet=Nam PuM.S
curce housandg % of|thousands # of |Thousands] % of
of Total of Total of Total
Piasters Plasters Piasters
I. DIRECT TAXES (3)
a) Iand
1. Rice lands 105,004 10 7,004 1
24 Other agricultural lands 18,004 2 3,500 #*
3. Urban Real estate 26,000 3 3,504 #*
b) Commercial Iisenses
1, Commercial Licenses S0,00A 5 11,000 1
2, For Chamber of Commerce 1,373 1 - ™l =
3. Other 1,000 -
¢) National Defense (has bee?
abollshed - 1 -~ o~ - -
d) Various
1+ Msechanical vehicles - 700 *
2, Animal - 300 *
e) Negotiated Incoms tax (L) - - 1,500 3
f) General Income tax (5) - - 25,8821 20
Total 201,313] 20 26,0000 3 30,L56{ 23
II. INDIRECT TAXES
a) Contribution of 1%
Turnover Tax | 211,000 21 21,000 3 8,000{ 6
b) Consumption taxes
L. Beer, Wine, Alcohol, etc.| 2,000f 1 1,500, # | N.A.
2. Ice 13,000 1 5000  * | N.A,
c) Luxury
1, Precious stones and metald 1k,000] 1 1,000 N.A,
2. Entertainment 13,000 1 k4,000 * N.,
Total 253,000 25 28,000 3 8,000 6
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South Central P.K,S.
S & Viet-Nam VietwNam
gurce
Thousands | % oF Thousands] 2 of‘TﬁBusands, T of
of Total of Total of ¢ Total
Piasters Piasters Fiasters
ITI. MISCELIANEQUS TAXES
a) Vehicle circulation N.A, 1,0003 * -
bg Parking 3000 * 100 -
¢) Entertainment (Proceeds
to poor) § 13,0000 1 2,000{ % -
d) Rice Mi1ling tax 12,000 1 50 * -
&) Poster tax NJA. Lo S -
f) Public Works Upkeep
(roads, sewers, etc,) e Nk, 820 -
Total 25,590 3 3,990( % Nods
IV, PRODUCTS OF MINING AND |
LANDS
a) Sale of regional lands - - Ny,
bg Rent from n " ' Sool - N.A,
c) Sale of material and 300f 300 # -
animala
Total 800] 1 300] « 150 |
Ve FORESTS
a) Tax of range 2§,100 2 5,000t 1 N.4,
b) Iicense of Exploit 1,000f L, 500 1 N.A,
¢) Damages - 200 3 .,
d. ) O‘thel“ bl 300 ¥ N OA .
2,100} 2 10,000{ 1 L,660 [
VI. REGIONAL CONCESSIONS
a) Roral rice land NoA, 1,000 1 -
b) Fish N.A, 700 * -
¢) Markets N.A, 7,0001 1 -
d) Special N.A. 500 3* -
e) Other N.A. 300 % -
Total 1 7,852% 1 11,700 1 M.,
VII, INDUSTRIAL EXTTOITATION 1
LN X ] 10,?00 1 2,000 % N.A.
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South Central
- VietwNam Viet-Nam P.M.S,
Source
Thousands{ % of} Thousands| % of| Thousands % of
of Totall of Total of Tobal
Piasters Plasters Piasters
VIII. TARIOUS PRODUCTS
a) Various Receipts 35,4101 L 2,500 « 3,315 3
b) Fines 7,000 1 335 $ N.A.
¢) Revemes 600] * SU0 3 N.A.
d) Unforeseen Revenue 1,800 1 N.A,
-IX. ADMINISTRATIVE SERVICE%
a) School Receipts 11,6001 1 ¥ N.A.
b) Hospital © 20,450} 2 300 N.d.
¢) Agriculturaltt 60| * ¥ N.A,
d) Veterinary " 100} * 3,000 ¥ N.A.
e) land Registration a 100| # 300 N.A,
f) Land Transfer of Ownership 300 * N.A.
g) Sale of materdal 1,000 1 N.A.
h) Water and Electricity 700 N.A.
Total 2u,310| 2 3,600 * N. A,
X. REVENUE AFTER CLOSE COF
FISCAL YEAR 200,000] 20 5,000f 1 11,078 8
Xl. SUBSIDY FROM NATIONAL
BUDGET
. N.ll.
a) For Civil Guard 212,264 21 NJA.
b) Subsidy 8,36L] 1 N.A. N.A.
Total 220,628 | 21 710,000{ 88 71,68l 55
XII. RECEIPTS NOT ELSEWHERE
MENTIONED 0= 7,043 1 ~0=
Totall 1,013,163 |100 810, 968| 100 130,000 100
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Notes:

# 1ess than 1%

(1) Figures do not always add as minor sources were sometimes left out ,
Totals do not check with others in this study because consistent
dates were not used, hence revised figures are employed for some
items,

(2) The PMS is atypical of the Vietnamese tazetion systems The FMS has
completely different regulations than those used in the other regions
of Viet-Nam, The regulations setting forth the General Taxation
Code for the FMS were established by Arrete No, B27~NDwHICT of
December 18, 1953 and are available from the Govermment printing
office,

(3) The items included in "direct taxes" used in Viet~Nam follow the
French terminology and obviously are not the same as in American
practice,

(4) The Negotiated Income Tax (Fortaiture) is presently used only in
the FMS. Tt includes the tax on commercial and industrial profits,
the tax on non-commercial profits, the turnover tax, the general
income tax and the commercial license tax, It is a negotiated tax
in that the tax inspector comes to a written agreement with the
taxpayer for a single tax to cover the forementioned taxes.

(5) TUnder the present tax regulations for the PMS this General Income
Tax benefits the Resional Budget of the FMS and not the National
Budget "A" as do the income taxes received in the other regions,

B. Budget preparation

1. Because of the present importance of national subsidies to
the reglonal budgets the latter can be prepared only after the regional
administrations have a fairly firm idea of the extent of subsidy for the year.

2s Therefore, the Regional Administrator usually sends out in late
October budget instructions to the regional ministerial offices, which in
turn request budget estimates from their provincial offices, and to the
provincial administrations for their egtimates,

3. Submissions of fund requirements by provincial offices of
ministries are not coordinated through the provincial administration; it does,
however, receive a copy of the fund request submitted to the regional office
of the ministry,
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i+ The requests are then balanced against expected reverue
(including the all-important national subsidy) and the budget prepared for
the Regional Administrator by his Financial Officer,

5, After approval by the Regional Administrator it is submitted
to the Ministry of Finance for approval.

6. After approval by the Ministry of Finance it is submitted to
the President for final approval.,

7. Because of their dependence upon the national budget, the
regional budgets are never finalized during the fiscal year, and, as we shall
see later, a similar problem exists regarding the availability and delegation
of credits,

C. Budget Execution

1., Request, obligation, liquidation, authorization and payment of
expenditures from the reglonal budgets, as would be the case within the
regional capital (Saigon-Cholon, Hue or Tourané), are like re-ulation of
expenditures acainst the national budget, in that funds up to 2,0007 can be
oblipated, theoretically without prior approval by the Fiscal Manager of the
re~ional budret (Delerue). For purchases between 2,000,~60,000% three
extimates must be obtained from local supnliers. Above thot sum, either an
Adjudication or a call for bids rmst be held at a national level.

a. Bareau Chief (either within regional administro-tion or
regional ministerial services) fills out a Purchase
Request and submits it to his Financial Office (either
of the regional ministerial office or the office within
the repional administration, as the case may be),

b. After verification that the nurchase recuest Was budgeted,
a request for Obligated Tunds is filled out, and all the
documents are submitted to the regiomal Obligation Control
Center (in the case of a regional administrative service,
the documents must go first te the Financial Division of
the regional administration).

¢, The Obligation Control checks legality, propriety of
documentation, availability of funds, chargeability to
budget and arithmetic accuracy, and visas 211 the documents,

d. Folder is then sent to the Fiscal lanazer who visas the
documents and returns the {clder to the office uhich
originally recuested the purchase,

e, Office is now authorized to recuest delivery of item; after
recelpt entry is made on office Inventory Roll, this
number is put on the documents before completion of a
Reception of Goods Notice and a Certificate for Cash
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Payment by the Accounting Office,

f. The documents are then resubmitted to the Obligation
Control (passing by the regional administration!s
Financial section in the case of a regional ministerial
service) where the papers are checked to ascertain that
the actual nurchase was carried out in accordance with
the pre-purchase check. If all is in order, papers are
visaed and documents sent to the Fiscal Manager,

g. The Fiscal Manager visas and submits the documents to
the Treasury.

h, Treasury debits the chanter and line as indicated on the
Obligated Funds Request, returns the Certificate for Cash
Payment to the Fiscal Manager and keeps the remaining
papers,

i. The Fiscal Manager sends the Certificate for Cash Payment
to the Supplier who may then cash it,

2. For expenditures of Regional Budget funds by provincial offices
(be 1t ministerial or provincial administrations), the srocedure differs
only in that the Province Chief usually has the delegated authority of
Deputy Fiscal Manager for the Regional Budget and performs the steps requiring
the Fiscal Manager's signature, However, agein it was strecssed by many
province chiefs that in the past they have received rarely advance credits
for expenditures against reglonal budgets; so in reality each case must be
treated on an ad hoc basis and each document submitted to the regional
admini stration for adjudication,

3. The time involved in the operation outlined above is illustrated
in the following example, WNo attempt was made to ascertain if the time
represented is typical.,

as This concerned contract letting for the repair of a road,
chargeable to the regional budget of South Viet-Nam,

1/ July 20, 1955 no papers remained to show what had
taken place up to the time that the Public Works
was authorized to hold an Adjudication.,

2/ August 2L, 1955, the Regional Office of Public Works
in South Viet-Nam sent the document to the regional
administration,

3/ October 7, 1955, the Regional Fiscal Manager signed
and sent it to the Obligation Control Office (located
in the central office of the Ministry of Finance and
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acting as both the SVN Regional and National Obligation
Control Office).

October 10, 1955, the Obligation Control Officer signed
and returned it to the Regional Fiscal Manager who signed
it on October 1L, 1955,

The case was stopped at this point because the contractor
could not accept the awarded job as he had strayed from the
straight and narrow into jail for embezzling funds,

This case involved the purchase of 9 tables valued at 8,439
for the account of the SVN regional office of the Ministry of
Tducation,

1/
2/
3/
L/
5/
6/
7/

8/

July 30, 1955, the Director of Education for SVN sent
purchase request to Flscal Manager of SVN for aprroveal,

August 13, 1955 the Fiscal lanager approved and forwarded
to the Obligation Control Officc for SVN,

August 23, 1955 the Obligation Control Office gave approval
to purchase and returned papers to Fiscal Manager for SVN,

August 2l, 1955 the Fiscal Manager for SVN signed aporoval
and papcers were returned to the Director of Education for
SVN, who was now permittecd to request delivery of merchandise,

September 21, 1955 the Bill of Salec was made,

November 15, 1955 the Liquidator of the Regional Direction
of Education filled out Money Voucher,

November 15, 1955 the Obligation Control Office signed
Money Veoucher,

November 22, 1955 the Fiscal Manager for SVN signed and the
papers are now ready for submission to the Treasury where,
after audit, the correct chapter and line item will be
debited and the Money Voucher returned to the Fiscal Manager
for SVN, who will in turn send it to the Supplier for cashing
at the Treasury. The folder will remain at the Trensury,

This is the case of the administrative buildings of Educatioh,
Land Registry and Health in the Province of
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Vinh~Long. The provincial engineer estimated that the
work would cost in the neighborhood of 150,0005, The
case was submitted to the Province Chief who gave his
permission, The folder then went to the district
engineer for approval ( the district office, an additione
al level of administration in Public Works, is respon-
sible to the regional office and for operations in

two or three provinces, )

1/ October 15, 195L the district engineer submitted
a report to his regional officc giving his
approval and recommendations,

2/ Wovember 3, the regional director of Public Works
approved and sent to the Fiscal Manager for SVN.

3/ Fscal Manager submitted to Obligation Control,

L/ Tovember 16, 195 Obligation Control visaed znd
returned to the Fiscal Manager for SVN.

5/ November 16, 1954 the Fiscal Manager signed and
folder was ready to be rcturned to the Regional
Office of Public Works, then to the District
Office and finally to the Provincial Qffice, Here
the engineer W88 permitted to ask for bids, both
there and in Saigon-Cholon. The case cnded there

as the work was never continued beyond that point,

D, Expcnditure Analysis,

1. Like the National Budget "A" nearly 90% of regional expendi-~
tures are for personnel services:

Os

b,

Ca
de

2y

Be

All regional administrative personnel (below top level
employees),

All regional ministerial personnel (below the top
employees ).

A1l top employees in provincial administration.
All top employees in the provincial ministerial o fices,
District chiefs (this varies).

Professors and administrative employees in secondary
education,

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

E. Observations - The material presented above speaks for itself and
few additional comments are necessary. Bul again we should stress the fact
that regional budgets are not approved early in the year and consequently
credits are not delegated and long delays occur before individual cases are
given authority to purchase. It was stated in Hué that the National Govern-
ment delegates subsidies only in proportion to the amount realized by
reglonal administrations; thus, since receipts are falling below 50% of
eXpected revenues, the subsidy has been cut accordingly, leaving regional
budget operations with one-quarter of the orlginal budget, This information
was not verified.

VII. Provincial Budgets.
A. Source of Funds.

1, Unlike the national and regional budgets, the main source of
revenue for the provincial budgets does not come from funding taxesfor these
budgets, but rather from a system of "centidmes additionnels” or additional
percentages which are added to regional taxes to provide funds for the
provinclal budgets. The maximum limit of additional percentage 1s determined
by the regiongl administration to which a further limitation may be set by
the provinclal administration with the approval of the provincilal council.
These additional percentages are not insignificent and often amount to two or
three times the original tax imposed by the reglonal government. Also, the
provinclal budgets are heavily subsidized by the reglonal and national govern-
ments. There are currently two forms of subsidies received by the provincial
adminigtrations:

8. The subsldy of the regional budget to pay for the Civil
Guard (Bao-An Dodn) which is supported by provineial
budgets 1n most provinces of South and Central Vi8t-Nam
and by national funds in the PMS. This organization will
be 2 national unit supported by the 1956 National Budget
and has replaced the older V€-Binh Tinh which was strictly
a provinclal guard unit.

b. The second subsidy 1s receilved in the form of a Treasury
coverage of the defleit incurred during the year. An
estimation of this deficit 1s made in the preparation of
the provineial budget.

2. The following 1s an actual example of the revenues of the
province of Thu-D&u-MO6t. Though this province 1s not typical of South
Vi8t-Nam, it was chosen because 1t combines the provinclal characteristics
of some rice cultivation, rubber plantations and extensive forest exploitation,
Total recelipts and expenditures for 1955 were estimated at 133,265,5108.
However, this included a subsidy from the Regional Administration {and hence
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from the National Budget) of 107,000,000% for cxpenses of the Civil Guard,

This item was eliminated from our consid

item 8 of Reglonal reimbursements,

1/

3/
W/

5/
6/
7/
8/

9/

Sourcae of Revenuc

Additional Percentage

a. Rice lands

b, Other agricultural lands
¢. Urban real catate

Total
Prestations
2. Animal
b. Agricultural products
¢, Labor

Total
Unforescon recelpts

Rocelpts received after close of
fiscal year

Various collections

Provincial holdings - forries, ctc,

Administrative receipts and licensas,
including tax on ontry and exit of

goods in province (1)

Reimbursement by rcgional budret for

payments made by provincial admine

1stration (mainly educational expenses)

Treasury coverage of provincial Qeficit

Total (2)

B, Budgct Preparation

eration and it does not figure in

% of totd revenue

9%

3%
74
1%
1%
1%

1%
30%

L9 %
~ro0r—

1l In thoory the provincinl budgets arc more autonomous than
the rogional budgets, and some budgets were propared for 1955 in theorctical

(1) This tax Is known undcr the nomo of Pacification Tax and hos been in
years. The rcvenuc is strictly provincial, The tax is

force for

very unpopular with commercé and transportation,

A number of officials

hoped 1t soon could be dropped but said that for "political reasona" it
must be retained temporarily,

(2) Due to the rounding of figures, the total is not the sum of the above

figures,
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balance without subsidy or coverage of deficit by the Treasury, The
preparation of the provincial budget is not in theory dependent upon the
regional budget and therefore not dependent upon the national budget,
However, most of the provincid budgets were prepared in coordination with
the reglonal and national budgets and were completed about the first of
January 1955,

2, The system used for the preparation of provineial budgets 1s
similar to the system employed for other budgetss The Province Chief requests
his Accounting Department to estimate the expected receipts (based upon past
performance) and to estimate provinclal administration costs, The Province
Chief requests estimates from the provinclal heads of ministerial services
of thelr needs in the forth-coming year, After receiving al estimates, the
Accounting Sectlon of the Provincial Administration premres a provisio-
nal budget which, after discussion by the Province Chief and all ministerial
service heads, is presented to the Provincial Council for approval. All
interviewed province chiefs adamsntly stated that a case has never arisen
when the Frovince Chief and the Provincial Council could not agree upon
the provincial budget before sending it to the Regional Administration,

The Provinclal Gouncil de s not have legal veto power on the acceptance of
the budget, but it is expected to submit a written approval of the budpet

when it is submitted by the Province Chief to the Reglonal Administration

for approval,

3, At the Reglonal Administration the Fis cal Manager (Delegue)
approves the budget, keeps coples for his service, and returns the approved
coples to the provinclal administration for distribution to the ministerial
services., The central or national government has nothing whatsoever to do
with the approval or authorization of provincial budgets,

C. Budget Execution

l, In theory, as explained above, the provincial budget is more
autonomous than the regional budpet and therefore the Fiscal Manarer
(Province Chief) has more authority,

2« There 1is a regulation requliring the Fiscal Manager to obtain
authorization for any obligation of funds exceeding 20,000%. This authori=-
zation is made by the regional administration (Finaneial Division).

3« If the province has funds available and if the purchase request
does not exceed 20,0003, then the following procedure for expenditure of
funds from a provincial budget by a privineial ministerlal service is the

rule,

as The Provincial Service Chief submits a Purchase Request
to the provincial administration (Accounting Division).
Thls purchase request includes three estimates by
provincial suppliers,
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The Accounting Section of the Provincial Administration
has the same functions and responsibilities as the
national Cbligation Control Office as well as being the
Liquidator for the provincial budget. Hence, the
Obligation Control Section of the Accounting Division
checks the papers for accuracy and existence of the
required amount in the provincial budgets If &l is in
order the papers are visaed and returned to the Service
Chief,

The Service Chief is then permitted to request delivery

of the merchandise which is duly recorded on the

Inventory Roll and the number written of the Bill of Sale
and on the Receipt of Merchandise., All the papers are
then returned to the Accounting Division of the Provincial

Administration,

The Accounting Division, still acting in its capacity of
Control Obligation Office, audits the papsrs to verfiy
that the actual purchase was made according to the
pre~audit and, if all is in order, visas the papers.,

They are next turned over to the Liquidating Section of
the Accounting Office whose responsibility it is to
prepare the Certificate for Cash Payment and note corract
debiting of the chapter and line item of the provincial
budget,

The Flscal Manager then signs the Certificate for Cash
Payment and papers and sends them to the Treasury Agent
who has final respansibility for correct debiting of the
provincial budget. He retains the papers and returns the
signed Certificate for Cash Payment to the Provincial
Administration,

The Provincial Accounting Office then pays the supplier.

4. If the purchase request 1s for an amount greater than 20,000%
the Reglonal Fiscal Manager must approve the purchase, and if the amount is
greater than 60,0004 as Call for Blds or an Adjudication must be held,

5. The amount sXpendable without reglonal approvel =20,0003= wis
in most incidences not corroborated by the province chiefs, the majority
of whom said they had authority to obligate up to 50,0005 without regionsl
approval, However, a conference of all the Treasury Agents was re?ently held
in Saigon to inform them not to cash Money Orders exceeding 20,000% without
regional Flscal Manager's visa.

D, Expenditure Analysis,

1. The expenditures of the provincial budgets are much more
diversified than either the national or regional budszets as they are expected
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to pick up all the little administrative expenses, Iike the national and
regional budgets, $0% or mors of the expenditures are for personnel services,

2. Expenditures of a typical provincial budget might look as
follows:

Expenditure % of total expenditures

as Provincial administrative persomnel

1/ A1l personnel below top grade

2/ A1l contractual and daily workers
3/ Canton chiefs and notables

li/ Doormen and chauffeurs

5/ Family benefits

Total 26%
b, FExpenses after the close of the :
fiscal year 2%
ce Md ntenance of administrative
headquarters L%
de Medical assistance (nurses
midwives, etc.s 8%
e. Instructors fa primary education 18%
f, Family benefits for education
personnel 184
g+ laterial for medical assistance 6%
he School equipment, including books, etc, 2%
i, Public Works personnel 2%
j« Public Works material 2%
ke Maintenance of roads, bridges and
buildings 12%

Total 100%

E, Observations,

1. Most of the pertinent observations have been made as the
various points were discussed; however, we submit one very interesting
procedural case as observed in a provincial office, We began our convers-
ation with this official about 8:30 in the morning and ended around 11:00,

Not 2ll of the conversation concerned fiscal matters, but nonetheless,
considerable time was spent in explanations of the fund expenditure procedures
follawed in the province. The method outlired above in section C of this
part was in essence the same as that described by this official, the lengthy
centralized procedure for obligation of sums as small as 2,500%, During the
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interview, we were surprised at first and later shocked at the frequency of
interruptions by minor officials--whispered messages into the ear of our
official who would then reach across the desk to a large briefcase from
which he would count out sums of money (later estimated at 10-20 thousand
Piasters at a whaek) for the employee who would then disappear into the
outer offices, This was repeated until we became rather amused, sitting
there listening to the elaborate fiscal system being described while
witnessing the world!'s simplest system, for indeed no visible receipt of
the disbursements was being made by the official in front of us, PFinally,
our credulity was surpassed, and we questioned the official as to just how
the disbursement of funds we had witnessed that morning corresponded to the
system that he had just finished explaining to us. With an astonished look
he replied that it came fiom his "Special Account! and no amount of probing
led him to dislose the nature of source of his "Special Account,™

VIIT. Municipal Budgets - At present only the citi s of Saigon-Cholon,
Dalat and Tourane are properly called municipalities %although it 1s
true that the first is called a prefecture). They are treated admine
istratively as independent units (but should not be referred toas
provinces since they do not satisfy that definition) within the
reglonal administration.

A+ Source of Fundse

1. Similar to provincea they depend upon three principal sources
of Funds:
as OSubsidies from the Rezional Budget,
b, Subsidies from the National Budpet.
Cs Real revenue collected by the munlcipal tax collector.

2. In Dalat 35% of the revenue comes from the city-oumed water
and electrical plants,

3. Mo detailed material was collected on the specific sources
of revorme., The three cite s camot be compared as each is strikingly
different from the others. .

B, DBudget preparation,

1, The budget preparation is very similar to that of a provincial
budget, in that each city has necarly the same ministerial services as a
province.

2, After prepargtion the budget is submitted to the Municipal
Council for preparation of written approval before the budget is submitted
to the Regional Piscal Manapere As in the provinces, disagreement has
ever been recorded between the runicipal administration and the municipal

council,
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3« After approval by the Regional Fiscal Manager, the budget is
returned to the municipality where it becomes the gulding document for
expenditures,

he But like the other local budgets in Viet~Nam, final auvthords-
ation comes very late in the fiscal year if not after the year, so the worth
of the budget is dubious,

Ce Budget Execution.

1. Like the Province Chief, the hcad of the city (be it the
Prefect in Saigon-Cholon or the Mayors in Dalat and Tourane) is the Fiscal
Manager of the municipal budget. However, like the province chief, his
authority is limited by administrative law, In Saigon-Cholon the Prefect
stated that he had complete authority for payments up to 100,000:; (with
the prevailing stipulation that purchases over 60,000 be subject to a
Call of Bids or an Adjudication), However, in the Oblization Control
Office for South Vie t-Nam we saw a nmumber of requests for Fund Cbligation
by the Prefect for sums less than 1,000%, When asked about this, the
Obligation Control Officer stated that these were for payments which had
not been foreseen in the budget and therefore needed reglonal approval,
The payment was for personnel service,

2+ In theory the municipal administration controls the Obligation,
the Liquidation, and the Mseal Manngement of the municipal budget,

D, Expenditure Analyses - No detailed analysis were made of municipal
expenditures, but they run 80-~90% for personnel as do the other budrets in
Viﬁ t""Nam.

E, Observations - Like the fiscal manapgers of the provincial and
regional budgets, the municipal fiseal manager depends so heavily upon the
subsidies of the regional and national governments that he is not com lets
master of his budget, From our limited observations it would appear that
he 1s often required to request a casc decision rather than an area decision,

IX. Village Budgets - In this category are included the budgets of the
provincial capitals, Though they are o ten called "municipalities® they
arc not such as defined in Part VIII, Outside of the provincial
capitals, many villages have budgets in South Viet-Nam (Ben-Tre claimed
to have 9 villages cach with their owm budnets). In Central Viet-lNam
the existence of village budgets is less freguent due to greater
village disruption during the recent war, Village budgets are for all
practical purposes nonexistent in the PNS because of different cultural

and administrative patterns,

As Source of funds -~ Like provincial budgets, thosc of the villages
do not dopend for the major part of their rovermes on specific taxes imposed
only for the villages, but rather rely upon tho "centicmes additionnels,"
The limlt of the additional percentage is set by the provincisl administration
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and decided upon within this 1limit by the village council (or provineial
capital council if that is the case), However, unlike the regional and
provineial budgets, the villarme budgets are in balance today. Beside the
additional percentages added for villaze use, the village revenuo depends
upon "prestations" which are paid in kind by the villagers, cither in the
form of agricultural products, animals or labor, In addition, they reeeive
reverue from villago-owned public transportation, usually a forry., They
receive a good portion of the return from commnal land, whethor tillod
for village use or rented to wrivate farmers, They also receive liconce
fecs from tho village market.

B, Budget Preparation - No informntion was colleeted from the village
officials, but provineial officials explaincd to us that tho budect is
propared by the council as a unit and authorized by the Frovince Chief,

C. DBudgot Exccution - Information from provinelal officials is not
clear concerning local authority granted to villages far obligation and
paymont of funds from the villaso budgete For mors details sco Paragraph
E of this Section,

D. Budget Analysis ~ No analysis was mado of an actual village budget,
but we were told that village budgots pay for:

e Emoluments to village officials,

24 JSalaries of instyuetors in first cycle of primary education,

3¢ Fees to nurse!s aids.

L. Contribution of Canton Chiofs (this is not definitoly confirmed
for we werc previously told this was the responsibility of tho
provincial budget),

5. Upkeep of village and villapge proporty.

E, Observations - Rogarding tho extent and importance of villane
budgets, they scom to vary from nonexistont and insignificent to very
importente In the PMS thoy are noncxistent (excopt for Prestations), and
in some areas, attain great importance, We wore told that in the nrovince
of Thu~Dau-Mot there is a village which owns a rubber plantation and has '
an annual budget of 800,000% (another was said to have = budget of 200,000%).
Tt was stated that when villape rovenucs exceed 10,000 they mmust be depogited
with the Province Chief, Another case from tho province of Vinh-Long shows
a very different arrangement whorcby the villase can spend only up to 100
without provincial approval (harcver it is suspected that thorc was a
misunderstanding and the provineial official was speoking of cxponditures of
mrovincial funds and not village funds), The same provincial official said
that amounts between 100-500% could bo authorized by the District Chicef,

X. Concluding Statcment

The mothod used to collect the material for this study was not the
usual cmpirical technic that a public accounts or controller specialist would
use if requested to study and prepare recommendations on a governmcntal
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fiscal system, However, as defined in the purpose of thls study, our aim
has not becn to study the financial administration in Viet-Nam through the
Ministry of Finance, but rather as it related to the interlocking functions
of national and local goverrment offices responsible to the Ministry of

Interior,
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APPENDIX A

ﬁequest, Authorization and Pgy ment of Expenditures from Netional Budget
A" by a Provineial Ministerial Service
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