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LETTER OF TRANSMITTAL 

Hon. J. W. FTJLBRIGHT, 
Chairman, Committee on Foreign Relations, 
U.S. Senate, 
Washington, D.C. 

DEAR MR. CHAIRMAN: At the request of the Committee we spent the 
period May 12 to June 4 in Vietnam, Laos, Thailand and Cambodia. 
In accordance with our instructions we examined U.S. programs in 
Vietnam and Cambodia and the political and economic factors bearing 
on those programs. We also spent a day in Laos for the purpose of 
obtaining information relevant to the status of accounting for _Amer-
icans missing in action. We have reported separately to you tn that 
subject. Cambodia will be the subject of a Separate report. 

Before leaving Washington we were briefed in the Departments of 
State and Defense, the Central Intelligence Agency and the Agency 
for International Development. While in Southeast Asia we met with 
the American Ambassador in Saigon and his staff; General Timothy 
F. O'Keefe, Commander, TISSAG/Seventh Air Force, at the Royal 
Thai Air Base in Nakohn Phanoni and members of his staff ; the U.S. 
Consuls General in Danang and dm Tho and U.S. officials in Quang 
Ngai in South Vietnam; the South Vietnamese Foreign Minister and 
Minister of Information and other Vietnamese civilian officials; the 
commanders of South Vietnam's military regibns I and IV; and 
other knowledgeable observers both American and foreign. In addi-
tion., en route back to Washington we met with members of the staff at 
the headquarters of U.S. Forces in the Pacific concerning U.S. military 
activities and military assistance programs in the countries visited. 

On our return to Washington we prepared a classified report which 
we presented to the Committee in Executive Session on June .18, At 
that time you asked that we prepare an unclassified 'report and you 
wrote to the Secretary of State asking him to designate a responsible 
official to coordinate a review of the report on behalf of the Executive 
Branch together with the Committee staff in order to recommend what 
material in the classified report warranted deletion in the interest of 
naiganal security. Representatives of the Departments of State and 
Defense ,a411 the Central Intelligence Agency made a prompt review 
of the rep4t, Certain deletions were suggested and made. Tliey are 
indicated by th otationPdeleted". 

In the course our bnefings l.travels and the security i 	cess 
we received the fuI1t possible cooperation of Executive  offi-
cials ...wc$ were plea&jto note a significant lesseni lier-
satry” attitude which meTnJers  of the Committee staff huçve ncornitered 
On the part of Executive Branch officials in the .course of past field 

r report on.:Vietnam,4 	'eh A*c'hitie1011Ovied• the pritOce of 
-ai'oidreilittribudoe,1 ttaehed. 

incerebry,ours*  

(t) 

VOHABIS:*ZOOSB, 
ISSNZR. 



VIETNAM: MAY 1974 

I. THE WAR 

During the seventeen months since the Paris Agreement on Vietnani' 
was signed there has been a substantial reduction in the level of fight-
ing in South Vietnam The number of North Vietnamese and Viet 
Cong reported killed in 1973. was only about one-third of the 1972 
total--51,000 vs. 159,000--and the number of South Vietnamese mili-
tary killed dropped from about 28,000 to 18 1500. U.S. officials es-
timate that, in addition, some 14;000 South 'Vietnamese civilians were 
killed during 1973. Despite these decreases in casualties, the fact ,re-
mains that at least 80,000 Vietnamese lost their lilies in 1973. Accord-
ingly, the term "less fire" used by some Americans in Saigon may be 
a more appropriate description of the current military situation than 
"cease-fire". . . .._ . .  , 

Although both sides continue to Charge the Other with cease-fire 
violations, lack of respect for the Agreement is .so , widespread that 
it is impossible to apportion responsibility for the continued fighting. 
Even in the case of isolated incidents initial responsibility is invariably 
lost in cycles of action and reaction.  

Immediately before and after the signing of the Paris Agreement 
both. sides sought to seize 140 :  minute advantages in general, the 
South Vietnamese fared slightly better in this maneuvering than did. 
the communists Thereafter, the North Vietris„nieSe„ using ;  routes 
through. both Laos and .6ambodia, maintained a high level otinfiltra-
tion of both men and material 'mall applied continumg.pressure.On the 
South Vietnamese v,iherever: ,the tactiO4l, situation permitted. The 
Saigon forces have, in turn, sought tO eliniinatii, Communist base areas, 
and mfiltratiOn routes and to gain control of conteSted areas. Where 
the latter efforts failed, the South , Vietnamese have sought to deny 
the enemy control of population by restricting freedom of movement 
and by making life difficult in enemy held areas through, Shelling and 
harassment.'  
. The nature and intensity of military activity has varied, widely in„ 
the four military regions of South Vietnam. since January 1973, but - 
a antral theme explains Much of the actiyity. Each adversary i .11,44$ at-, 
tempted to consolidate hi$, area of ; predOmin t,owitrtz4;, tir..LNOitn 
Vietnamese said Viet Cong in"0.14,17c914?tai4fT, ;#(.0,§mgkvipkauleso. 

j 

on. the coastal plain At,IOst of the siginfiCvk , fit# activity has been 
concentrated where these two go optt*wetat or *here pockets of 
resistance °pp* the pred.oreinadA once, , , . , r! . , . i 

In northern .Military Region I , TT; mar% and west .,,f salion y  the 

b 

mountains and the coastal ,iiIitne 4cle.4401..a. relatively flat area of 
forests, rubber Plantationst'aAke0.4 1.kiralland.. TO the northerners 
this region is the gateway to Saigon and the delta and the end atheir 
protected suptly. -Iiies from ,*. i p.ortli, To the 	forces it is a . 	, 	, 

.(1)) 
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strategic area for the defense of Saigon and the destruction- of enemy 
inen and material beffig moved south in the delta. Here in Bing-Dnong 
and Tay Ninh provinces of South Vietnam as well as in the Parrot's 
Beak of Cambodia, (Svay Riefigproyince) the two forces continue. to 
clash. in general, north of this iregion the war has a more traditional 
main force character :With Viet'Oong fOreeS,supplemeliting the North 
Vietnamese effort. To the south, In the delta, the Communists continue 
to rely more heavily on, guerrillg and terrorist tactics and less on large 
unit. efforts.  

Only in northernmost. Military Region 1 Wig the situation remained 
essentially ;static. since. .the cease.A110::''1■115rth. Viettianiede:'forbeg nonu, 
ttel most of Qiigng:Tri, Thna Thian aii&ci:4ing:Xarn:ptatiihCeg deept: 
for the. rema ins of Quang Tn City, the, it ()t ,Htie -  anbl. the:- "tiarilOivj 

 64sta lowlands: bOix(re). in the majority Of the rthltheitito0 
provilices is SO Complete, that, the North Vietnamese pott1 sygteWn aiicl 
currency are now reported to he. eniployed. there. In addition, ' .0infie‘ 
40;000 civilians from : North Vietnam Are. said to haVebeen ietttlM 
in tlii.(!ar6n;.': 

. 'NOrth.'Vieeintaites0, -force ocf.iui.11y dolaltiOd in Military...Region I are 
to the South's Mid; in addition, ,eeveral 

other North .Vietnam0s0 divisions are. in reserve .positions Mgt, 'priter 
the DMZ. riUte whether the. city 
of h-iroi 66015'e:hem in the eiientHof*tiothet.iintkiret.'a6saillt anttitt least 
g.eni•?5!•$,Mgeftgse' who doubt. the etVift gliO-6.1c.1 be made.' At, the 
mOilient: 4hAveVer; nO such adaek seems 1ikt1 and the itIOWer of the 
forces oii tue. tyyo, sides. is ,so. vest, and the buthmc bdwisit.theiii is so 
6,19q6. that, the hpposin110,440§* itcY'reedOtize theetiSterice 
of a otkieln*te and to plan t 'or•f; otopigi • .;a6,000;igi.t. 

South of the tTalVait Vag 'wJiih liè hetweeh Hi* and 1)Mi!ttig; 
the mihita situation i les thb1e. riehi,tiiii4r "fOI it 'bah si:d0s Seek 

adygtifsge 'Of i th0"6ttier:;',thell 610fiVigngine5e thiesiefi: ; weLik 
points in the dofene.4 kyoklfoighs.1_ S'Ontb: retniniekt seek to 
eittend thelf. 'etiiitakil in 'ethistiViinkt lopLhull aiec tractitithittilly::;ho& : 1* 
the NOrth' Viediainee or reij.,Cokidlii rfairgiit $gaj. 

," 	 :  
provinces.

•..13y contrast to the'relaievelYiniet OitliatiOn to the north, in Military 
Region tr' the Sci,iitIftiOn.iigirieg8ha 	pplled eontinuhl pressure on 
Connrinniethelci 	In the' edagettI loW1aiid. Tb turn. North Viet* 
ngmese have steadilY improyed their increasingly ftlililich0* 16007, 
ctl gtc,uotAro in the . 00ti4V-hiklatiii0 
iSolitted)!$604 	 :13S6n iS6c1' t,4411:040.6: 
arldhera Ce.hthinist n pb 1 1ne.; 

In Milithrr Itggore- 	eidohoi(VdiiMit he 1iiOth to the 1101,  
. of sggoit., 	 . 
hiire 
vunoilo13 	 '610 
tive on fh;p1ociaipv.$1i atlit i than i' nkitt1n in Ltf4tie:00* poLhu re 
North Vieth.ariisiii1OT‘ed0.14i1W 	 been 

,,,Oftt'and the R6ettritr sihia 
t.iori in the rgk>ii isiibv 04ifigt9kii(no'ISU:1444:W8' fit. lifit-been" .4friO0 
I 70-171. 

this Mi*.giitiai. VIElt/OMOOfiglOfiutkint 040.*eitt%Oth& 
capital resulted in a division size44401011:Which....4iiiKthe North 



Vietnamese temporarily to • evacuate the long-held Bo „Bo .woods. 
Communis,t0- ..responded at varione points in Military Region III, but 
were turned: :hack . by. • the South : 'Vietnamese who then followed up 
with a, .la.rgelcale combined armor and infantry thrust, into Cambodia 
against, the withdrawing Communist foes. •,.. 	.• • ..• • : . • • 
. •jush •pnor tO OU vsjt, tho South ;Vietnamese outpost •of 

0,13,04  wup,per Tay . Ninh.  p.rovince,cb had been under seie. since 
4ainuary•143474, fell ,to . the, Communists, ,' 1During. ..our sty in -Saigon 
elements of yç 	z th Vi4 nse davsqns bgqn a, series of •inanew 
yers and .attaeks by fire in • Binh titiong province about thirty miles 
north of Saigon, ot far from the scene of the earlier South Vietnam- • 
ese offensive action in 	Be woods. Despite the :extensive pub .-. 
lieity : given to . these enemy ..operations by ;the South Vietnamese, 
U.S. :military, •officials. •and... analysts . did. not • consider. t4orip.. :t4 .3 be 
militarily,: significant • 	• • . 	• - • 	, • 	• • • .. 	.• • 	• • 	• • The deltal,Military,..Regien 	.Population. nearly, ,equal to 
that .Of. the rest of the ..eountry,pombinecl, has had the largest, number of 
individual -military., incivients..isince !January 19Th U S fi1øials esti-
mate tli half of •thA5, -.0a..updtipp • 1014 . .hiPidOnts. rePorted. in ,the past 
• .YPar, oneurred,there., :In the, 1we41.5: ,...pr.00411•00 :,•our,, visit; .fighting; had 
:be.enliarticularly..heaky.ii tilie(APPtrlidc4.4f:.:Provinees •of . 	Tuong 
:and Dinh T.tiong. These ..a,CticuS:Vtiet*prirdarily the result,of. initiatives . 
taken by the -Sonth ..Yietnonesc 4gainet ;•ConimuniSt;::base vt,reus tand•cog- . • 
tinpiug North,,Yietnii,mopoinfilkoicolrout -qt.lphoclifiip..P100t's.,Booli.. 
The most significant of the0.4tetione 'was  ,x 70.4c. Oporgion...em, 
• dnetedilky• two South. V4etlianOse. rogigi :goto,JUAR:arei , ,of Tn Kap 

, 	• 	• 	. 	. 	. 	 . 	. 	. 
thig4e...4....jP4 	 l sr  

lodgung the or0:..Vietr0.34e* fuoIj long: hPifilAncl, ;jiTiport4a.  141..so 
o; cipl.toogew:Firry••4n..tigp 11.y.O.o.x931.01#00s,-deteAgritt 7  

.0)o-09.. -goiTonm.00.4j.v.01.6.1), whiich .l%).00037.1eiblefOr,tidigitr 
4  b-44.40,14t.1!ippli .1afatt-i... is geowdLY regarded. as wept., in,...tho?,•$rosxtb... 
. Yletztop.op fti.rillY.;'It 1§ K011 :,tf.(1401p.gorbri)*.134incliirstreAgth "tt.O.,Crilfccji6 • 
ing in mobility; Moreover, the territorial , .g0w- • 
ment outposts in the area • are underStrength,.l!ariMarily. : ' because local 
soldiers must spend eoueiderahl%ilme awayjrom ,tlietr • posts; trying 
to earn .a liying. Between January and May.• : $974,••••merethin Wont, 
posts .in-thedeltai :fell telthe ,.•1:60inniunists.(Variy- • riiitdi Wthe4:delta.. 

again said. to be nii§atre: ,. :after - 	 I.SOlties••, ,ainkigheS 
have even Ocinri.ed durinkdaddightvhoursor 	i 	F 	I, ! • 

The strength of the Wiet:.)06ng. in tliefoleatallis"41 ...-iiiipOrtantmo.7,  
factor Some 	 infraH 

struetiOe'lias: been 'significantly Strengthened: •since. theAlrf.2.:14OfttinS1O.' 
when Oidyferninerit fCrobS.Iii4the areaiWerelieducedirpordertiiittkiiiigth•eit: 
the defense 	 ,rising : incidence ,  of.tertOrigim• ana . 

 local.foree.akoontitoodaftionsiViitatheVOnirouniststOin,00,01/heiti.We#, 
Otheri TJ till:offloiai1 ho1icl;.thati•ithe.•: vii00030 
positipn;votkl:*.,..tutolivabliiittolioliubswoWof 
:force. csupporti 

...• 	Officiag ...!...cOnsider.thei•-c*TentObteiidilinethe..4.0*.e.i 
0,40,01.0.. bill • no irretrie blaU1eqtt that, nttime the dyer ii- • 

ileatiiite40ity th&soitt . 	. 	. 
.4314K:41,-44-2: • • 	• 
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that when these units are moved infiltration will resume in the areas 
which they vacate. Even with the unexpected benefit derived from 
occasional fighting . between the Khmer Communists and North Viet-
namese in areas of Cambodia adjacentto the lower delta and military 
successes in the northern delta, the South" Vietnamese army has not 
been able to out off supplies of men and arms to the North Vietnamese 
in Military Region IV. As oneU.S. official put it, "The A.RVN (South 
Vietnamese arity) is putting up a hell of fight but as long as the 
North Vietnamese can infiltrate, the government can't win." 

*•t 	* 

After more! than $ year's experience with the "Cease-fire" the conr 
sensus of official ill:S. opinion is that there has been ner tilaj or country-
wide shift in control of territory or population between - the govern-
ment and the .CommtinistS. All U.S. vendee agree, however, that on 
the basis of hattilet ,  surveys', the . South Vietnamese .gOverninent has 
gained slightly in ‘terms of population. In Washington We Were told 
by ; Stater Department officials that the percentage of pOptilation in 
the two Most secure categeriesOf goirerintienkcentrolledhainlets ("A" 
and "B") had risen :dining the 'pot! year 'fronr:79 percent to 82 061;.. 
cent The Joint chiefs of Staff; .ste'itingstatistics provided by ' the 
Embassy in SalkOlty!egti.roate; am overall rtfe in:Merit` gait of 6.2 per 
cent achieved .primarily through of control" in areaS 
of cOncentated population and rice PrOdUbtiony 	- 	• ;, 

.Other analysts in Saigon estimate that in the course of the last year 
the North Vietnamese and Viet gong have lost 15 percent! of 
territory they controlled in:Jarimity!197,3. On the bolo of thesiiStudieS, 
the government is shown to have gamed 179 hamlets, nearly: 110'd 
,which Were foritierly'"V"; oi completely Obitinin$104 ;controlled, 

and the tehootloi. 	or .idoittgit'd, 'hamlets1Overall, this 
analysis indicates:  that :thk goVerriiiiekit • OW has "dominant Ocesi" to 
94 percent of the ,pOptilatiOn ('A;  B, and C".. hamlets) ;.$ gain of five 
percent from the enct:O1Ntrienibein1.972.' 

Ttlt otrOali■fkiv toilets' 
Since the Paris Agreement was signed, the North Vietnamese have 

sent , between k 1,00p0o:(1 , 120;00.0: mett ,to the South.: Their ,dasnaltiei 
during this period have been substantial, hoWeVer, .oftiatheSe losses, 
together with TtheiiieiablOtitale oft'iinen*ifiltrated, reduce the net 
--increase in Conindunist fcirces:iiithelSitath since the ,  Cease-fireto., ,abotig 
30,000 men. ,At the time c of the April. 1972s offensive :NOtth Vietnamese 
and Viet' Cong forces Were estimated at Obtit 021000)11404:13i: Novem-
ber 1973 this ,totall:loi&riSet to ,about 196,0* but ify_the last le* 
Months North- Vietnamese strengthbas actually been dropping and 
in April 1974 ., ,the:North Vietnamese and VietCoIig total was estimated 
to be about ;154,000 ,itiifri;iM the time f Out,. Moe of the infiltra-
tion thought to haVe., beau planned for the 197344 :dry :season was 
believed to havebeenteMPletetto ' • 

By contrast, the gnelinktreOp ,strengthi:of ther&kth 'Vietn4inesie 
mu riy ha,s c,ontinhedfto chmb Acoor4tiag  to tatstics given to us in 
Saigon, the totalRitiO frisigil from a&ai2,0001reWpiill;f9tialti .ctilii0 at , 



which many units are saidIolie .  bee:11'70i' iniich as 35 'percent under-  
strength) 80,(100 in ,November 1918 aii1 to 37'2,000 in March 1974. 
Department of - pefeiii6 officials in Washington told us Widths fignr6 
valid.. We were giiTeal .  in Saigon WO 
Vietneniese 'groMid troop strength is only abO'dt, 320,000. .men. One 
planation. for'tho'alffel'Once could be 'thaegier ,Saigon 'fighre included 
the strength oit§gi.0.0. ,FOrpiAiiiit*beinthsed inithe same Way as 
South. .tietnaniege'griny'ilittth, while the Wishir*On figure did not.; 

Some 'U.S. Officia1.4 beli6iiethat:the.ciii690.1 one million plus. Military .  • . 	,  manpowertotal :of the South Vietrianieseariny--as -distpict 
bat foras—is. - nOW . bilig' iillowed:to''aedii316...9e through 'ittkitiou, but 
they are not confident of their r information on thioint. The. difficulty 
of stimatiii th'6'efotilvo: Strength Of the SOuth.Vietnaniese forces is 
c;Onapoundedyi4y reptirti . 04' tliei.rmy payroll itiik-inotide' at ]eat 
1011,000 '41o*er 	 ettpe05tViii' 60020 ilibw 
them to work 'else -Where, "gold SoldierS",.!*berhire ittU*-0 ..set* in 
then 	 hOlitS":01.O eit onlY . bril,ayrollar"  
.I J S ofl ial& joht oãl t at, (*:" . 	the 	'15' arice of. forces 

' )3' . 	''iqOrth Vi naiuese f0e- 
in We .$4,  nth' 	'arse izeliti 4 ióii4' Wh1ih they libWlieltl .k. in  
iri the 	 By coiitrst. the' 

At.). y '00:brigade and it may 
eileetirdy .: on PaPe  Am6n the Isr rth.' edianieee 'reiefires are one 
or more division recently.withciraWn from Vietnam and another Withl . 

 &atm from Leos.' Vigininrimderg6ing 
refitting and rceiviñ;rePlaCeineiit,41.', With the iMpliolied" road system'. 
now available, tO the NorthVietnamse.thef could be 'Mtiyed by truck 
to areas as fai ut as 'Military ,11.eil III n about ' three .. Weelia'. 
Meanwhile, modt 'North VietnaineSe'n lta - !in!the.Sinith'ire- generally. 

• 
 

thought tOlb:GUI3 fto TUB. 'Atone:S. 
Most :A/Ai:4166'4i Offl•ittli' believe that t e Viet' Cog have never rej .  

covered itoi the 19138 and 069. To off  sit*end the allied. counter
Etittiita . 0 the stferigth of the 'Viet 

Cong are 'highly 'Conjectural,' but 
are toitghlY'50,000: gtiettillite anclibeht . titi 	of poittieal. 
Conte.:Thetotal.Viefeongtitop §tikigth 
of *how Ahoot! 8000 tuV,totisi*Od'torfibit cfotteir,'Viiit Cong Oa)* 
bility to carry out. main fereellteilttiOns: remains: 'f30)%tely 
Ithking as gierilia uniti;.'hoWeVer, the_Tiet ConteWilbutO signiit . 
,ofoitly-;to NoitihoViethainese effeittg by. hoita§fi.biK-$0itli ViethiMese 
forces, _ 	l'riteffeiitig ...*ith 	 'operiooris, and by disrupt- 
big :Nilitgayre§ettleinetifs: 1'he,guetrille,'p.14 .00ee odnIpel$ , •64a 4OvOrn'. • 
tii(64 to mike'..ittrgi* OtitiiiiiitOree of Mihtii.y..404.03comilie resotweiA 
fir static 	 alOnstAtit tainindbt 
to thi#11,r4 poi11latio of thelitintirOtSaigOn'OpOWer.c. 

	

Since the cease !ii, the 	

■ '11' 

p 
rensed their inve44i7Af..AfiStoteilløbA cles in t.h Squth!, 

iiiakilg lip for loes sei'ed in';167 	 Tofifiyi.the. 
CommulAstA,3 stick*,,,:§0g91448y*.p,itoro :  „pogy ;t444,m14. 1Tkoluo).hi.ki of 

.*146§1311,,kii.t1T, 	% L QI% 	 1,71.9.11o, 1. "0,04. 
v: 	* 4ft §11, deployed farther, 



south than „before inclucliilg a sizeable number in northern Binh 
Duong province above: 0.gc>11, 	• , 	 • 	

, 
Mc, NOrWIT.i.etrialliese:10 11,,,also introduced additional artillery in 

the South; including both ).ong range and anti -4iteOpft weapon's. Even 
though the South Vietnamese still, have a four-tO7One -  advantage in 
total numbers of field gips,, many Of the North r .N:ietnanleSe ;weapon's. 
are .COUsidered suPeriOr because of :their longer tanke. OiVen the essen-
tially static nature of the ..South Vietnamaese: .V.steni of Ara support 
bases and the improved mobility and anti-ai rcraft "-deferise of the 
North Vietnamese; the Communists now have the capability of mass-
in.g their artillery and attacking fire bases from outside the range of 
the, South Vietnamese: guns. 

The North Vietnamese anti,aireraft build -up ii:inOreasinW.ri-: cited 
by U.S. military of.401"0 as a *Or vN911, W110,11 POR14. wth the 
Noith's va#ly improved interior 11110 of eonitunineation;:',COn14:„POse 
serious problems for the South:YietnaineSe in the ftittire..Qvor 
leted] anti-aircraft regiMents .. tqP.: ncoy 4p1oyed in .tihe Skth. 4,-04 
there :  aro several operational, ent:faCe-tO,14r: m$sile.tes.  in':;the IChe 

	

4040On I and!SoMe,:pOrtip 	4.4c.$rtro; visporoe 
Sank valley . This air 1 clafepsq iSystialrre,a4. 	of :itoit'h.e.,r4 

tNal .„.:_systOtis 	41.0:c0004::high40, j9..in.recenfiW,.eelc4, [delete0]..;haliti .  
establiShed the ptesenqe oti -el-eleted:1 fr antig44aft batterie id 

inisSiles. in the ganaliodia : herdei area Of lIfil4tary 
adjacent ;to Saigon,  
. , 

 
The )103,Id=up., :  of COngtunist.., ntt7ff.irigsfAt. cability hq, .!ex9fplY, 

„reduced The .effeetioness,ofthei poAth. yi;loalneK tactleall 'alr..smppOrtl  
.fP,Ct reflected : 	t10.Pi Fclatii,r*,107, 1#11)11)50g: of S'OttieS riingn'in.r.Ocent 

nicIntb 	uth Vietnamese tYgPaltecc;44404;...."40e cattabilitieahave. also 
404 aslvoisi4y Ofected. :  !1,11c1:: [01041 Aetqf).iiso f :010.N0.14 V. ittnanieSe 
anti-aircraft capability,hOweyorddeletpflUsITpArylip-pcoieTplg-ggi, - 
tau, 13,egitiA L OfJlci& in $.6igifop4f914,0, that ,,pelijiws,:[letated]c*Jid. 
the (pcosibility of renewed TJ or 44toryopo., J14f , 
North ,Vietnamese:: consider 0443: residual 	Alr offalAi .4y in 
land :to be Ottrt „c4 4.e, th)reat atgainstqrht9h , they =list be prepar4,... 

gerhapathe.uiost,signIficant st.F4entjs:FORIFgentovev,theopivo. of 
the _past year has bei.1.0119, mpart49g,,; .7icat4a0eselpk- a- : 
secure base of:9Peraty)/18.:.Arit40-10.111-AVIIv1390-QP" ,,higlignds of,..,0"ouh t : 
Vietnam: Seine:U.S.;  oftleialSrPPWigkfet to this area. , 04: the gliscl 3401 
nam.7..; The prineipal, featnres,,Of this  1çgistical wfolox., are a inew1y 
oonstrpeted. road system wiun South : ille040.0*Itemgm gsm. the 
DMZ :soutto,vArd mtp Quag 4)10 province' ik•soottoom ury 1e 
gjou U, the extension . of the ,altegnate , 1-10 hiP:90::sytitcg4:* .i 
Laos to the tri,bogcicx!,:,(VicAPArKi l iCa4bAdj.4,:.a.P4 . 1.4afi) : 0P01:; t1i PAT.: 
provoworit, of six •Olcl W4014 044o11104495,3- W04404144 leUPP:qAt in of the North. VietnaMasOpetFolenul ;ThipplihOhnufghiA.iapait4 ,:t4a 
.trAaorder ,  area with lateral lines Mtp the A. Sliat valley and Quang 
Tin .p.1 9v:mpty, and,. the.  13.F1414...of, u  lteruatej ,,pi ekne. atcros,s 
ji5NiVijito 	 ..coottlx. ;04:  ...0'...qiicor4 
c.§tow:ixot '.p0t.01000i 6,.1.14::140.16 .04fitos At6f1104 hi f*M1S8r ot. 
61118 
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Thirtheniere.,. the iinproVeinent of the road network and the absence of 
interdiction now Tier/nits.  the North Vietnamese to move then and sup-
plies to the South in one-fourth the time previously require'd and With 
negligible losses. The 'current v.Ohinie of Supplies moving 'smith is 
Said to -.: be at "Mailitenanee" 'levels. The North Vietnamese . are - 

&phi . making extensive use of coastal - Shipping to supply . their 
forces in the South.,A...•.Signi6earit kiliOurit .  of this Shipping 'comes 
through the pert:61'1Ni* Ila in the Communist held area Of Quang 
Tri province. ' "'--- ... .. ••• -- - ' - - . - ' . 

The Aevelopment. of the facilities described above has, in the view , 
Of . 1Q11:`,..S.‘ alithOrities; :greatly 'enhanced the . Communists' ability '• to 
tirireiiten the:S(4th.. Because they are located in . inaccessible areas of 
the hiterior; ad arc Well defended by atiti 7airoraft Units, the new 
'North Vietriainese installations ,  are relat;iVely . 'Seenre from government 
attack. 'Their overall 'effect is to'difilinisli' .gigni0.04ntly:. ate logistical 
advailtage which the South enjoyed in the past and to -kir) the Ilifirth . 
Vietnamese' ft capability to move and mitea troop ti in a manlier hit.lt 
'Ort6.  iniPoOsible -  for the41-: 110071$0 Attf416 officials in Saigon, while 
. einpbaSigineliat they 	Speaking Oniy in tern* of Coniniuthet Capa- 
bilAy Stated' that . "Old: 43 my .  has pit the 	y'ear.in ;  building; the 
great#,'OlilitfirY threat'.tosouth: - Vfanaiii in the iStgry*Of the war:':'. 

- Solite 1.1...S..6facialS baleioelhite.lit the (-ante thellbili Atietiriameiie 
e:iiii p4i.,4p0.: ki 0 engage :primarily in Main force operations empley-. 
i 4:66inbine. ' ' . : Atti6tICSAifaritrt si iikported, by ..oillior4ildeticipd 
by.-  the..11904%.;. ' tol ito op.. ittIo,,piiityr.:.:otuianalystklioint.. 
6*.t. ...hOWeyst) tkit'Vie Nojrth. ,-  letna&eigt;atleast'at the outset, no*ht ' 
pkpoi.i006.,opinnnOicl.;,.ani.VeOlitrol problems of . .the4YPeWlilOh?.Were ' 
eirident in their April .0Y4' ..oite.nii*e ili.0104i.0.0.;  0ek 4! e94(1*a 1i*itt. 
force voar -4' . ,„. . .., , -. : , ,. , . ,, , _,. - -. . • , - , . • . . - 

It is in 'gild,  i;eiy• tiren...d:OrOnaliit44- '0..4*,01.40 . 17..,S; niilitary 
officials believe the Solithiltietnaniolerarnii10.13i0thilpieted. A .niiiii-
.ber,..OfIlinchteial'obserVerS. alio, eitoeised".•;:th.0,; •.0siv; that at 'a result of 
hatng held its own :for.: Ore., han a, -  • r "Wi„ . nt Anierlean troops, , ) 
air..; .Snp,pokk.ot adiiOrs'tfte 'nth . ietriain 	- illiary ,hai,  gained -- . 	. 	: 	:, 	, ,‘, 4.4 	,• 	•• 	1 	.:',,, .r.• : 	• 	* greatly.14 0044tiouctic ,E.4 	40 *ice;  ; , ; .; 	-, ,...... 	• , .. ;.••„ ...,:. 	: . ,. 

• .... .T4he course Oonrse of brieJuig an4 ti - nsSioni 'vtri.th atnieiiean affielSaa 
in ,!$aigen and the field, . we were giiiwkii, Aiiiiatiei. -01:430piplos:iif 'in'i ,.. 
..,:staticeS.:; in VehiCli l  -SOO....lifigAan1.00..:904.-.Twilrg.'4**1.;  :.611000411.-3, ,  
:t.o 	0 es.. ilea',6piO3.io.o.cl  , Military -operations on .;t eir etyli; third of .ttlese. 

a.SenthNietiiWie,se t,;h4iSt intO,ploliedia!whie**4..deseike4' . 
 -1.440;oefenpiAttacilOihilennOfftialoWW, 

The operation demonetroto ':daring ,:ngcl.;',Ininginn)tion. by 141Intift.' ,.,:* ,, 
00404,:, ,, ir.,.....=te ,e0*Afittq 0.4porsl .nlatquiv aggo.enentiNc&fillip.0741,04 :  .. 
01.40 0 1 ,  Iiii0 a'iue.,4trQu'OdiAnOk :•••040, >■?0 '  taquir, attittery: a*Viti1000 ,  Apivort:•:: .4(.'63Tiluil eft iviW iliewSwiAe•, 	, medmitiiti. ).uil,!1: 	XVOt.t 1091t#,OrOgt .))'. 	- ;stiliailtaih..,, TIOt Oie 

ON CittikelntilAn's*olk - 
,Maftiq*(16 .i4mjiortiiv b 'On n;: redifiamnainip Steit' w 	n It110:01totiinve0e 
i 	 .0, f0 ittcY',.0917400i6 0.o.0: Att.tr,e  '1';°)P.,r 	Allf...igirgai,i'i i t , 	 vi OPt air' 
.*Aftfritrot .J•  111, 	 ,u ( ; i , 

ti brat4.44k ' ia in ;0;11,41i, ibtl. t.  '' 
dii 	*IA -,k.00.01.v051.:: 

.,  -,tikVoiliCAU 	I t I I 1 
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In :addition to su , ch adyances iu :Cogninan and d control capability, the 
South Viettganiege.'hingy is said to be fir better equipped tOcl'ay than 
Orel' before: This i1.8 due in congidera•le measure to the loge amOgints 
Of material delivered 'by, the United 4top:3S, in operatibigs "Enhance" 
and "Enhance Plus" just prior to the signing, Of ;the Paris Agree/Ont. 
The value of this material is estimatedl by the Detense Pepartaiegt to 
have been $753.3 millioh: In addition, the South Ariotrionese were §40 ■3 
:given the eqiiipment, :  preyiOhslged by 'Kor,Oan :for* in Vialtaro 01i 
'well as ' equipment Worth $57 'Million, left ' behind' by Ameri,Can — 	„t. .contractors. 	, , ; 	' , 	: - 	• - 	.: 	•: 	. 	, : : 

Xnowl4dgeable'..:17.S. .officials Say that the' Tri' a'§g of military 4111p-
p-1..01A and ,Material which poured into ,South ` .‘110igalti yigt bet4te the 
Pease7fire 'has not hpen well iltiliiect In many :4uataxipea tbe:',:$64,tb. , 	, .174etnarriew w,cre not traii164 ,.9, !.1we or, to nial4ag., me  rio#, 'optititnort, 
As 0.., :Osiat, onil'..10kOrle40040, Of4el§tiSitid' MigO ' .Of 't,be. xnatoi.al. lif; 
''§ittitig arougel. td4iri.e  

ttapit6 '...5birt4.,. Vietnain,?0,..adiYant,age , iii .f) rigan Myer, the iiii.PrOVe-
merit in its ''conAiOgii.a and i' .control,. . systems,': #,, At§:: 3 r7 PciuRnlep-id  . 
AMerican ,4,iffi, eial§,L both , ii.iii7,41-4400, is!..0lif. the,, ,:.4plicl.proS004„ . 
conel`..4 ff 'ea,..; .0:9:',Ai*t .,pf,ey epr.,ePOPORlip.,ppp:aitito, ,.00. ' tb.' iiibi;alis' 
of South•V.,iO4Arril,s0,.7forceS,.etweei),„4010Ty' 19T •.; 04.. 4st, ' v#4. 
;tlae :•:-,.i .pt li,1,11,g 4).;(it4 .,Aetlie41 j4•1..qt.E.10$03,.tik ooi 40, r 6:ii'CiFAii 
Wiine inintkirry.,01E40.  iiiOre0,6124 001,4,V 11,J:t ;.,pr  t.' ,.„. ,:tding 
tO..recegit V:S. istUdieg the a .*Or:age. 1 $00'cli Vief#allo§e, #Aclj;@*,i!0'ef*:60, 
only, abOut' Ohf,.!•74..4. 1!4: 00,4 91-1* .• • .°44•i'il4: t;A' '.PliAll)P.t.'iS:i14 "'6T4;" 'altilly. Tho'1.104 .4t: , of ., 4404., 04 64 'alai* 1'4! T.,i'dmok Llia;.8, been 
64510oUrid'o'd vy:00011j4.pc  4:04-166 qt.i.. A:hi:0464n' FV.:49t 'eh eh 
Iiirevionslyprovided -supp 4;1441 i#00iiiiii,'Aor;;'§ . a q§..04.ia :their ' ari,i 
ili.65„ Iron ically, 11=40104, iii:4' :iiiieii4:tilOyiii.614 1: it•.i24ai to ':!:ba .,V6r. ' cut 
.$outb....Vi6,tilamo§e clq131:** pties,i, paricularly in Atilitivegtagiii44 X 
and !It' *hop these Ofikitiiittp,:141; .th6st ' aqii,..60, • ; ' ., - -.: . • ,' ' ;:' .. 
: 'A`litny '13.$: ' '61fieiitigNelie ,V(' '047i-) the .4epii.it'ogiiie Nail.dSli.ip 1)644' .e'i.- 
per lei( ed by South: -.V40014 .:00; i.oldihtIipilrif6i#1y. .. begiit),:t6,041910 
I 4,tilly' . :6fretCtiigti6g..: l:KO.:•in cifoi&i.§.4' '60,i)lik: 'an the ':Y.iitiiititiOe 
c1.61.ta a cliii6f 6OilnectiOri ' liiii been nci ttc1. bteen the lii§§! Or .'oligiti41,4. 
.and the pi obleM, wwii territoiiiit' . :be11, :*Veilealii,4:lii 'still:it:Oa* 
themselves. ' Si:aia6 Aehior'SOUiliVi,ii ilaitgeSe' eiiiititiagidtigiidiel' lig' that: 
discipligie ' in their :MtitS' 'iss ,V.4.kig --. Und6r4dneld ''.t.i Vi .37:-  • e:, .'itilii004.66 '1ST 
: Wiaci3ts tO'enfOride'dlgeiPllitieagaiti cOt *61.0.4.erg !VfrhO:..413§etlit ltieViOlVeiv: 
, 

 
in Order.  to ,,i4..4!id;§"$4.5T).64..14'nfill.:.'es:";  CS/rii0tik4:1POION::: itigt ig:.gli,i'de 
I'd he 'OW : thfkii(16''aiiCV*6 ' tiNicr rort..R!Yroliiiiiiiiii6ioaxdialil6 
sogireeg Of ;'itin iiicreaSing nigiiihi:q.".6rifikitiiii -ea.'411461diereichill'ittatarlitk 

-,rice .frootomeits,agitattatappi/orggro. , !:: 
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tary Region 1, has recommended, for example,„that soldiers be given 
a 'supplemental living allowance in the form of .rice., „At the time. of 
our visit, an overall increase in military salaries was being considered 
but unless government ,revenues am increased, and ropmplodity short-
ages are alleviated, a significant salary increase to such a,large, pro-
portion of the wage earning population would have, serious bildgetry 
impact and wOuld add to existing inflationary pressures.' 

	

* 	* 	* 	- 	* 	' 	- ..., * 	* 
- 	• - , 

The official American 'Vie* iik Saigon is that the South,V.i,tnainese 
are in a very strong . military ,positiOii, and thigiheirj ibx'deS, are ,04.35,i.4 
ing :Stronger eVely . .14y. Others, ; outside the i official 'iniier '64411; :  agree 
that the South VietnanieSe ha' .1.**;•SiiiiifiCant edge 'Oveillie :  COMilin-
iiists but they "mint Ott that North 'Y,14tharnOse 09013ifity hiS .:giow,n 
quite rapidly since the cease-fir. On :114,1tino, it ' rctul+T.'..apii.04 that 
while both forces are improving, the North '.17104i:44600.,ciris ' Trio'Oild 
faster and that the gap :between the two is narrowing. " 	- ''' 1   
• American officials who $giuo,....$0iih y.i.e0iain.',ixi4'oitis'ely 'a,t4' gen-
erally agreed that EL nlijo.r: ComniUnist 'atta4.'4eing'nnlikelkfilis,': e';tr,„ 
or perhaps even next year. During this pOt1.4.4',41-ikk,,4pe4C that :400, -  
to' pursue a two. traCk . POlieY 0 r econstriietiOn iril the NOrth4hilev,epiti 7  
tinning the .:vviti in the South by ities ...4.'of S'etotOett thategic titiaolgp. 
• : ,Althouili the. North Vietriaageee Iiiiik i thdir"iisvii :060iimiiie Pt'Olge011  V.S: 'analysts ' belieVethein' to b`e ;,qiiiqr2 44,powfd**iioailitgioii-44.1. 
elleetiieg SiiiiiiltaneiinSly::Thel SOViet 00 4 tii(vg%iiii ir..6,0,6hotitiitig 
ti-priniCto substantial quantities Of 'iiSSiktaiice, tii!'14"6.rd. liltiitiii* the
Majority Of it ..geonettite.. EP:rellibitiarY: eitfidato,,iii416aig that the !'41tie 
of total iticli fiblieefig4 tWciihiu,it.'0,:ot tih; 1 1,01f 410 4!4 'l5 vas 	ilit iy 
aid fo'isliittliNfOiikri likili ths0:8avoryiloii.-..:..e, Alip. il ,  ' ' Q 
.itifintia tO-:itliii'pOvIgif4iiP•6t, arin0 .̀.1 : .oltilfiriAi.tt,k  i_ ; ...io:' ,44,1t4 	tf r 

Like. '.1.T.:S., .iiSiiiistgnee;: WliiVri'inchideS .  o0e1.4.04#1, (1 .,4'110: 'fiii7ffii0 ' 4  ' 
graMS .,,W0 .4ettiniled!at .OKinilfi8ii,:;  

, Ihi).$4g5:liiiilliiiii' in 'ebdridnii.e' 11,1,1cf.gdiVeti.t.:1;y $OitkVi ritiiiiiiii'',1*St 
year from the Soviet T,TrAoreaCCitiiK riiiitiAntW*0*'' diAlkin 
inereise OYOr'Tht. ViLe.:ps i ig4e10,K04,0:-:.Vie :'.0..eraili. -Ofr'Ski,CIV.aid 
iliiriit' the 'eitaa' fii6:01-1:0t," Anal 	'Shy! tht0i  ). ..:"A'..4g.i..,41'.0.,-14.:-.04 ,  
§64t6 	'oittfi)•:,iiiiIii.3, 4 6 .:41eCt,646.4-4.01* 4 	unly44,1*1 14; V, 4 .6f1118. 	it toilhih . iii:10:0:'.:1(.14 .,:: 	,it* 	00 ,11 ,-A't• 
tii'30: r. 4* .  46 	ip t 41.ai  ,ip:, 	p..,.a9 '0,4- lAiiiCtiOn.kb4i iqiiiti;iitq-1,0t3 , .1_, 	 .44 1 Ofilnisia.i$ilitiliy'iaats t id 1 '$,8't:

r o 
or, : ..' i'05'.. 1.4.,!.iiiths, ;4'0.4 2.:',. 
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point-, some analysts belie -0e that Ilanoi 'cannot be certain of a major 
military resupply 'effert should! it 'decide to launch an all-out attack. 
NeYertheleas, for the' moment and for the fOreseeable fiitilte the Com= 
munists appear to have the ability to maintain a Significant threat 
poised in the S.diAh l  thereby iiiiposing:an enorrnous psychOlOgical and 
edontghic blirtlen on the geverintient' of President Then. 

III. T..LP. POLITICAL EICE1■TE . 	. 

. . Virtually "11 . ,yisiblp evidence .suggests that President Thieu'agrip . 
on . the fOl.maf .iriechaniSins. of internal contrain South Vietnam is is 
firm; or firmer, than 06±':;.g6 li .4s. 444 .613,e..00.1-iiitittition,..ttilipoclect to 1;14016 
hiii4000 .0iidhle for reTelection to.tiriether',fi.v. e y,'.  ear .terni after li..is:•p„r4;  
ent 'One, expire's Qq01;:k. 31, 1J5. ;Tho:Ista,tiop:41.4):ssembly; owe a th.drif 

• in'Thieu'S..id... IS. now iiiorel,0'1501e and the. kOerrinient's strength in 
the Senate .ha0:•:baen greatly J1106001.. Tliieu:•hia• Sneceedecl •in Ii6it- •  
tralizing irittailly : all the ftticlAtIkt0.:Iipliti00 . :4.eijaehts,..including•; . rai. 
ligious basedip,artieS; repel:414000 itUd;the•Vi0.,rieus. Saigon factions. 
.. 1 ,Alttiongh..;;t413. politiCal,parti$ . 0#57*. and. are 'active. lit connection . 
.*41i,,tirevricial. anct.Minp.c.b..0 .coninkiI. eloctiOng, the orkaiiiaticnal te-
ctitglernents .: eOntaine.4; in •.Deer„ee ' TAW 060 would, in effect,. exclude. .all. 
Ofithelb .ex•Apt fOtlWepi:dent...Thien!.S Own Deinocricy Party from leaf - 
t.1004014 JO ..fit4ir.i3 • .#0,tapiiiii :460601% . At thiii. ...t.iiiii6 of ot.ir ',visit 't1i4t6 
seemed tabe..sonae .possilailxtty that Social,..Demoer.  .i.tic ;Alliance. (SDA) 
nif&lit, .0alltY:as„6..;.'...pari,y or ekeetoi.al..pnipOges . ..0.nder!.:.th6.4eetee::lity'ir 
1.1-4f• the :.SDA . is censidered . '*: jmany tO.E ■e..‘kept!'. by,., the:. kayeriirhent. 

device: pl. the event eleetiOns :f61•10i.0: :',. 40, 96.i' .  '; ,* ... ..?r. .. .. f.. t 	.:..,., . , .., 
.1111,,11''.beri-iik.roy,. ' Vii4"..,.,v04, loki4e4...j.ii.....34.2'..40,.;: a t.i:  dontinomy.. 

is no-F-dniceia 
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jails, prisons and other places of detention. 1  Embassy officers -acknowl-
edge that the study does not address the question of whether there are 
anzi political prisoners. They add, however, that ailed those who are in 
prison are there as the result of having been charged with, or convicted 
of, some activity which is illegal under South Vietnamese law. . 

The Embassy states that 'until recently, about one-half of those in 
prison were there as the result of decisions taken under what is known 
as the "An Tri" system. As described by Embassy officers, 
the An Tr:i system is "based on law" and was desi gned as an "emer-
gency expedient." Charges are usually :supported by "intelligence 
type?' evidence which, in the Words of one official, "might not be proof 
enough to go the judicial route." 

Although there is little formal :political activity of any significance 
in Saigon there is said to be considerable maneuvering Within the gov-
erning power structure. The participants include' Thieu's ,  advisors, 
senior civil servants and competing civilian and military figures. One 
experienced ;foreign observer described . 'these activities as "a com-
plicated inside game, the sort of thing that foreigners—particularly 
American officials—see little of." . • 

One of the more active internal rivalries going on at the time Of (nit 
visit involved two presidential assistants, bang. Due Nha, who is the 
President's:cousin,_ and Nguyan Van Ngati: Until :quite recently, the 
Presidential Eta' dominated' by these. ' two :aksistants; had shared power 
with the Prime Minister's staff and the cabinet,' with' the latter usually 
firing rather badly. We were told that when NgaWs !enthusiaam :for 
the. DemocraCy .  'Party and his charges of Corruption; against; Nh 
brought him Into disfavor with the President; Nha:capitallied 'on 'this 
fact andlitiCceeded noxitending his influence in various areas;:inchi& 
ing-ecOnoinic pOliCy.: ' !. . 

In February 1974 President Thleu, reportedly in response to ipres. 
sures 'frorrrWithin the p;oliernineiit and partly, as a rasa') of the Nicia; 
N-ganifetd;ireorgealized the cabinetillEte -  changes strengthened prima 
MiniSter" role! and 'reduced" the nuMber arid; infhience 'of. the 
Presidential staff. In the process Nha became Minister of InforMation,. 
but despite the appearanceo haitingl&*sulsaidinited to 'the Prime 
Minister, lie is now thOUght td be nioref influentiattin IOW : 

IlliistratOlio* pOliticiute pl4ed ut SaigOr4.tlie Press!'carriecta 
report (now Said to 'have ,l3een planted:by Nha) in early june:that isTgaix 
had been arrested in commtion with an alleged Communist so in , 
and his; property' confiscated. On returning to Washington; We received 
it press release frOin' the South'  Inf6rtnationSerViee in 
Wea4ingtOn 	40401*t?l:1e of.xio 	announcing 
that the earlier report WAS not true,. and stating that although 
Ngan is "no longer Special Assistant to the President 	. the abolish" 
ment of his Offiegi : :has no political implicatiOnS whatsoever" The re' 
lease Went on to xplain that Mr. Ngan'S, dismissal was t;iirt Of the 
adininistrative ,  ref orm which; is currently : initW6gress in Vietnam aimed 
istiskemnlininglihe government's budget 	personnel"• 

' The ilrogra ,a,  Otani:SW:IV& reforni:"teferred, to in the Pre0,4, 
Medi& was orignn4lV'toino,unOkinfi.):*:$018 amd has been publicied 
in Vietnam as the "AdininiStratlyieVOIntiOn." U.S:tinbaeey offieors  

I Thy iimbits0 11aL ubqUeflt rovid tb1 efttlinOi‘ doiribtiaif to Simoo.`, 
a 
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<de:scribed the iprograirt as one ivhithi Was-designell tO increase the Olt:, 
crnmentls "eilicioney„ and ••resporigivenes's iii the him Of ''the . CorninuOst 
threat l'i They ,  4P1uaned • th atthop artidul ar tlifreattlaergo yerunient• had 
in Mind was a IsosSiblot_pdSt ceaSeAreieleetoralgeontesti: .!:!.<, i 0 .: - i ! ,•,..-• ... 

.  Some indeper!dentiObserveirs .attsch:nunie :.pOlitied-l•significanoe -to the 
"Admiiiiitrittive • Rev:Oh:dime: thanrdbes::th:EnS:...!Ernbassy ThOyitibte 
that 1 the iupper  leVel..of .th.e-.!bureairerAdy iiil the orily .  significant •elOment 
in • the koNcetnineilt which. Thiett;.doed not :totally •e'oritrol./The!.:.ienior 
civil:sersiants arodesCribed as <largely opposed toThieti :thOtigh•lot!as 
an ,organized group and Not because of :policy; ditTerencei3;.: but. rather. 
Out • •of,s`elf 4inter.est . afxl personal ,  diklairi ! for A Thiel]. ..iijild,  the military 
group upmi. which his power is basted.• , .! If: .  &illy! imPlem..entedlc.the 
"Administrative:;•Revolittiori??: , .skiOuld . sharply : . cl-Ocreasel•theQ.:infliiiihce 
and.... prerogatives , •Sof the .bardawtritts:and,; in 4 turn-,; reduce. ,Thieul.•S 
dependence:46K flier& For that reason it 'IS argil:co:1i: senior civil serv-
ants can•hOle7rpeCted: to resist any sweeping' changes., :Some : Say. Hull ,  if 
Thieu•-pushes theth : too ••hard; they will resist And the operation of the 
government will suffer.... : . ! 1 ; •-.:::: • . :• ' ..: . h.., -. !..• i ': ': • . • •.•:. • •.:. :•. ,!...: , i .,•;.1 ,,: ,:,, ; 
• Although the "Administrative Revoltitioh'?ils..ostenSibly designed to • 

decentralize the functions.•ot governinonts  its actual effect •*4:itild: ,  be to 
concentrate more pOwer. in 111d-h and:S.. of the .Piesitlent: AkvOne ,eiperi., 
enced American !observer• put it ;  "Thieu mantAtoihe. iii,:position to' cori< 
trol. thAflowi.of giiiverninent honefits ,toth*coUntrysidean; order to reiril; 
fOrce ,hise*ri. position<2! : • ..., ; :•!. ..:•:. • ..:•:-:. ; . ;... 11, ...,....--•:::, ; •.: , . : - ..; r. : .. • : <• i .  ....:.. ,, ., f.:•. ; ..,,, 

.1 4  'Itisrimilaittrendt toWarebrhor•Atighly centraliiedcbiltral :id o;vident. in 
theirsteady;tOtreat from:looal Self#gOirorninent inAlle Past two yeats . .in 
:Atigust10.7.% As one Of a:.series• ,:ol 111.0.reg to Strorigtheir thoObsitiort ,of 
his goVernment in the client of iteeaS4-AreVrhieulabblished Ws authoo+ 
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appoint members of thelril:lage and likaletilidMitistratiVO catithitteies. 
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. All observers agree that the army. remains : Tiiien's.princip4sourge 

olf stiaport. At the •;Sarnetinieth6y , hote fir,leireaSingIY9S.eoriOnS 
nature Of the econoMit', crisis i has obliged ,  ,Thied tof takelaceothit oU 
-views ;Other than hia;OWn and,  thoSe. of ,the military.! One longtime for-
eign observer with access to the inner Circles of; the :Vietnamese gOlvern.' 
rasa 4t,old ns ,  that-Thietris :now, much lesO able to impose hia wilt km, 
iMPOittint isSties than he. Wasin the past: The days ire over iaësaid 
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According to several, independent observers, tie opartiaroilot,tne) 
Americans and the prospect of declining aid levels has created 
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Embassy a round-up of events relating to the military situation and 
the implementation of the Paris Agreement. The Embassy submits a 
summary.  of this information, together with comments on developments 
in Saigon, in theform of a weekly telegraphic report to Washington. 
A review ,of the Material used by the Embassy to prepare these reports 
indicateS that the thrust of information submitted from the field to 
Saigon is sometimes altered and that on occasion significant infor-
mation is withheld altogether. : 

One consistent pattern which emerges from a study of these reports 
is the Embassy's tendency to play down Or to ignore obvious cease-
fire violations by the :South Vietnamese tirnied forces. This spring, 
for example, one consulate general reported to Saigon the conclusion 
of a large government operation designed to "clear out a Communist 
base area and noted that "hundreds of homes and bunkers had been 
destroyed." In summariOng this information in its weekly report to 
Washington the Embassy made no mention of the government opera-
tion, but noted instead an overall decline in military activity :despite 
"significant Communist attacks:" 

We encountered many other instances in which South Vietnamese 
Offensive initiatives were not reported to Washington. The following 
are examples Of items contained in field- summaries but which -Were 
omitted from the Embassy's weekly round-up: 

Vogi "ebntacts in (locatien deleted) were the result of RVNAF (South Viet-
namese ) Initiatives" ; 	", 	 . : 
• Most (0A the incidents) :•occurring In 	might be attributed to 

eliminatIgn 037, ., 	(South Niqnamose),.dIvisiohe r  of (enemy) Tirunioamee, 
in accordance Witik,the mg :COmmandei"s instructions"

There:With- an kcibit:te In ratitart activitylin 	province as it! result of 
(gOirettiniiit) Operationk. 05:thihmilst -Initiated !incidents were at the lowest 
levelrfor ayear. 	I 	I !: 
'Some U S Officials with Whom this reportixig 'was i diScussed point out 

that the 'ItinestiOn of who initiates a giVeilif !Military -  action is not Of , 
it' sif ,la'tignificant'matter:giVen the !fa* ,  that both sides constantly 

the Agreement - These same OffiCials did, however;rexpress con , 
 cetin tliat i those who rely: ion -the Embassy's' reporting could be mis-

informed. Other it...7•fficials diSconnt the importance of this' pract 
ticapuiting that thei EMbaSsy's :biases are well known and that Supple ,. 
mental sources of infOrrnation3 are  

The Embassy is ,  also ltriowxii-tdAnake .:subStantial deletions in 
reporti from its Consulatew -generalbefore:relaying them to Washing-
ton: Earlier this year,- one ,Of these'poSts reported to Saigon a Serious 
deterioration in security )1vithin its Military :region. The Message ,* 
question included :1lyeLtipbbig.6 references tOldeelining security opti, 
ditiOna or poor performantes on ithc part of government forces In - 
this indtance; the text of the Consulate: gogetars IkepOrt waS relayed 
to Washington but onlyaftet the passages itiquestionhadrbeenideletecl, 
thereby ,eliminating significant aSpectSs of the ::fitfid: asseSsmeAt.- 
Readers in Washington had no isivay of knowing that the Message had 3 
been altered. The more important deletions were as follows : 1  

This latest round Of :VCl/NVA,. attacks, further eroded i fiecurityjh.,v;iine pro 
vine0s Where deterioiatiOa.iihiCli , befa h Pe9eMber _AM307 be viewed as 
serious 
' ()Verdi ecnrity In t 4:W1'04110n 	61Wpecember;,4:.eontlitIon which; 

prolrin0.0filetrapay:theyarapRe."14§4to-7,,e4771pristing f'circes. 

pffle pia& 	 8440iii!Aiiione; 
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:11 ase 'week the proltiiIce chief learned that an accommodation had been reached 
bdtween the . . • up , eopanY in .and VO in the area :by Whichltr soldier's 
were Allowed ;to travel. unarmed by.  SamPan from their outpost. unhindered. 'The 
province chief immediately; tirdered: the gojap,any: opt:  'On ioperatiOns 

, 	(province) like.,. 	(province) has seep security :  decline •:mariMdly, in 
1974 , 
; Altliougll. Embassy reporting normally dopnplals government in-
itiatives, it somatimes, ;highlights: successful operations. 11, PO:.-/TlaU 
19,14, as noted in ,an, earlier .section, two South Yietnaineseregiments 
attacked a, long time Communist base area at Tri Phap in the delta,. 
Embassy ,surrunarie,s at the time, referred to the operation as follows: 
"The successful six , weeks GVIC, , ,(South :,Vietnamese government) 
operation against irri. Pimp ..contirmes. ; In early April, the Embassy 
reported that the government, , i.iftcl f`conclOed the pacification ;  phase 
of its :military efforts and began to consolidate its control through out. 
posts and construction and preparation for permanent resettlement." 

In the first of these .summaries the Embassy . made critical. Mention 
of the .IQcS's failure "to conduct ; a formai, .investigation into the Cgi 
Lay , school atrocity.", :  ..4k , i..kiljiwr cOmment Was lacking' in , the , 
Embassy's treatment of the '1'0 :]F1141,0,, OptipatioA. Both the reported 
government attack on., TO 11.4ap, and the, apparent Communist mortar 

, attack : on Q4i Lay were, of course, yaolatiOns of the cease-fire. 
in this connection: we noted that briefing, officers on the Defense 

Attach staff as well...as.,,Ambwy , ef&cera,genenally ,eniploy,tprnis such 
as :‘,‘consolidation." or "pacification!?: acti:Vitiefit and : `securitY, cppofi!, 
tions'? When referring, to yvi).ii:t are, in reality )  ..ozffensive actions by the 
South, ;Vietnamese ar,niy. „North Vietnamese, and Provisional iReirola. 
tionary Government ,statements i rot,oritoehoh activities by tho i gairerh- . 
plett as "land gral?bing.'?, , f ' , , , I:, • , ; :.,!:„ , :. ,.• .. ,,,,,,, , , ; : 

The Embassy) both in briefings provided to li s.tand in j.t,,S reporting 
t1Q: Wasbiingtoni.loloRly , followed the public, line of the ,South„Viet-
nainvie goyorn*ont ,i p i ,justifying the ,South ; yietnainese. : ineasures 
12 04qh preoi,pirpaw.:t

) 
the tkgp.porag; hrealrFipril , in May 104 of, , the 

tglkstE,in Paris,- q..i.y). ,i.t.,igoi; 1 .110 ,0..t.swfve,n tlYff:510: 1  f Vi:' :thanl000 7 p;Thd,. the 
Provisional :Revolutionary .Cioverninent, The „oaten ible .canse,iof this 
1aro. was ',who '.'y,e,1.clorit,...,,Thiou?,s. vol.cemp.on, ,in. cloly,,: yrqblicizecl on 
April.1-,: !'0 . a? 44Ri'lli(k,ir• :X•I'PrIllii 4g*.pHEA .€0:9uRA,.#,ttil4 .sqlPOPtP4J 14i . 

 tank,s ",' *liickallegavly;..‘pyerranatio Jog j.a.wggoo.,:hiqrcl,er oRtp,c1t ,,ot 
TOgi 0,11.64.1. 04 OTPru).44.1417r,q 111 -00..„ii4,t10..T.9P 4:its,84t4re:galVq. 
In voepply.hg.,,chy,p,, onecprciplig..,:0, 0 popItOmpat.8fato4),Svotitti. 
v.10;10-4TIPM.111(Nto*tloiri,c041r) 11Y,  i §1,1V944.-plg,g1f9tr;p4rt4O44,44K,L.P.' 
tlie'141Iat?004.t40 4: wit k PApy,440.0.:40yowonvy  qqiitorropg at 
La La .vq00.mr: ::091.14 in : 40.0 aTict $07th0:401.40ixtg ;the ,copotto44 ).:044i7  . 
0.41T,croiektsi.tk!ii.40*0 r!1:41.4t.:4* Saigon) by cutting 0.6ir, o1opmA0 
1,*•4,,' 000/1.441i4i;iykolqx:i#9#01),,,11.4404 to the Provisional ReveAtitiOnr - 

,Lary Government heti.d.Vigiterikand: cancelling the *004' $0404400 
nterences of the Pr ional.:Relcolutionarygorop4p00 11VMOta. 

Itiv;: o 	'n ,  , .-0,  ::,the Co p' OY*100: .,roptax,k4a i' Po'{i0014194: in the :Tii0;,i.'.40y, 	oetitig0 ',04.,',:tiw:ffii§0#tAl .k.:4.i-P*'Siflic0• ;., . 
- 0;91k :P.:airtYi ,.!;q4ki: 	. 0  VI  —  ;  -.  It :hi ;.4,p,„OR -.40:11: : a.Anouncoo4:: the 
gime' die" suspension of ' 1h 	,.. e z" aria :ses. 	. .. 	..L . . 

-Within 'a: filly' daYs:: 10119wit. .L .. , theOtaaAktii , 	,, e ,  Chen ,it hecanie 
ilkritilit kii&V.," -,.1Phig .. that 	 31 . 0.41161M011. 	;;', - ' " 	- it outi 
itip..)414.iiiis:ati '-nifantrilbutJratlier ,hael400ir aban Oh 	e$outh 
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• Vietnpmese in the. At,cf, .0. imgE..stzt.pjpg . ..p.pgpimist.pressure. Aceor4iug 
..0.rehalOte A:mew:041..0a iforewn tobserlierstbe ,q0.girntioder of the Out-
post ,itbformed , 80,igort.:in featly ,  ...April r,that. his -position had become 
untenable.!The.-government'wat‘ther,k fared Vith .6 decision of whether 
fo iiiet'ili8e the . 'i.ititi6Viiin"elik ditch  defense or to 'atteintif to .6ori 7 

 cats its . personnel.. Not Wanting to undetmine the morale of .othct iSa-
lated•Va ei Or' to•iiiipetr to :be surrendeting,• .Salgori apppxolitfr . deCided to exploit'the... 'Sitatirbn'..- hr.. ptpiitigandal Tiitp.OS'eS'. On the night of 
Aop:Irl'the'`gdf-0.. dO.AiifenderStidthdiew ..fiOin'the 00(10 taking 
.63.. -ofp'Unded with th ' ...'afict 'hi6tie theit'' iiicy tO'Sakcity' without 
1.04Ses: 'U.S. • militatf officials'..ticiW•(,01).0faik .'tfrat 'What ...the':,..o-ii.effiinent fitst`...pOttftiyed':•as' ..9.. heicile 1f1.4' . antl'i"ii, H.  tTcyDjoii.  !Koh Pine) .tuci.d • 
-Whatlitef ' appeared :tii.h.Ore been .'tii.: skillfully executed -  sttategic..With.= .  dtaitipl;', ..*44,S,' . .iii fact.. I fadillitge&bsrltheNd.rof •VietzWitese-  who: 3'41r:- 
iotvet617. . the • OntpoStin..thi'ee:'Sidesand. 'alleiVect .'the dt31.6iiii.611  to 
leave hninolested.: • • ' 7 ' ' • 	• '' ' ' • 	• 	'''''''.7"' 	. '''': ' • '' 	.' • • ' ''.,..'• . 	• . 	. ''''" 	. '': ' 'Although 'the • Embassy nut. :hive hak acCeSS•10these • facts. ' it • te-
poitedl .tiii:Wii,Shifigton . 611 ):Alitil 'IQ.: what it. :.iieSOiihed' a COni.= 
iininiStsr f‘trafiSpfitent ott6nipt‘tQ :01.ititokt ..inttentiOni from their oiier. • tiiiiiiiiig of .  'irdrig Le.  Chan" noting th.atic,0Alioik media had ‘ i'• ..... ad- nutted  

'raying seige to •thiS124*,..r...' 16ut. denied'iriVolir4eitt . by ' (NOth . 
rVie1nainK16,)rigtOnlict .  fetee0„r2itii.!oettifiiiistead'.fliiit , the defenderg'116d 
their hitse: ,7' . F,,..be iit Jek'sr.tWO: .,WeeYS thef4iiket; t4e .tinbiiSs*, eyeii in 
it Jelegiiinig.• 'tii ...WEIShingeliii; . '.0410Ottee' the goyernknehi's .. explei-tAtieii: di the -Tong' ,  Lis .  'Clifib: • ineldent." On A15111 • '24': -  the Enibiss 
'noted. that :the. l''.. '.r. boraiaidnient.l'ind: ' Oil of Tong Le ,Phon . have 
eikiiSed.-the (South Vietinfni&elgtivernnient) to he legs: generons' in its 
•S;Ppli&tlini of the eleven Point 'pcti'illegei".anctisin4Unitie .  ii..eOidec..1.' to 
the Communist delegations . and to take a. ;leg 03:0iiiiiSniTe 9,pi344eh. 
to ' Tito,  behit,tiwkI....' - '•••..:'.: - 7. - '• . :i. : 	••?••‘:''''....': 	,!.•.,,•,• ,..,. 	, -.',.••-.. • 	. 	.. ,. :.: i• 	. 

. Mar67: .foiei ' O.Notiqrs •  in Saigon, iiteliidin 1  Ifienibeik Ofthed'iplre ,  Matte... 60.40;;.- elje-iiei..that 'Ate? .tenisive -  • 41 cl.t7..-* Ic Abe i.Sal .  on.. 
.. yethinient NititgiWingliii',..the 'Tong .t.e...  "an ineident'liad ...bithei. : 1 'inli.  
aty .,..a'aiOnS iii 	and 401,y; such . 0... fhe.iiitia‘nctil.iisil.iiik.iit4dii.cr..  001. 

by . the .:•15'.8'.''F.,iiib;r1.4S'i;!fii;TiYi ileSS•s!.t. 
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able, attention to the study of leadership ): and the interlocking political,. 
social and financial ,  patterns of Vietnamese .society. in contrast with 
past practice )  the Illinibassy's ,reporting , on,these , snb*ts, is now said 
to he perceptive,: frank. and of significant potential :wane to policy 
makers. 

V. THB 'PARIS. ACFREEMENT 

Although most SOuth.` Vietnamese officials . arc restrained- in 'their 
Priti6S111,Qf the P.4.0§. Agreement .( at, .1e,Eip.t. When talking with Arneri-
cans),, it is, no seerst: that they strongly re sent the pressure 4which was 
brought. to bear upon tli,ein by the United ;  States to-sign it.: A3t..h :U.S. 
and YistAaiPP§P Piki$4, tPfcil-ns that resident. JO t rtesiden*: 89cinieseed, in 
the, .c.cnse1rc only ,qt,r1 having received -. assui'aiices trgin, pls.-United 
States that. orth:V,Istnaniese infiltration would mg continue. 4.s wited 
earlier, U. S. intelligence sources believe that, since. the esa0ifiTe some 
10%090 North Vietnatilw llckyt,prOvpici,.$9.144Arietwir). in violation of 
the -Algrffm10.,."11w,,,  current South Vio ani*Attitudp, * that .tl?P 
AlgrPgWegf TIc$99-qc 1,,P41,Y 4b . ,. iri13104g, ;a,  9jYt the return of American 
prisoners, of war:au-4,0w e4pFtaqp, clAJ, : ,., fF9pqr#,Vila 1$1,:yi4 -.,g the 
M4.14?n gf4lirrinimit' -0i4cleaj: wit4 !;i0mAPITOOStcl, t91,4t9rokl ('ct.lja 7  
TO V, st prowa.4. in thsp01.44.  
. . .. . Oficialabeiil eyAatt11(3: ,944 ,YiRtnartia‘e e*pecte4rthe Saigon 
g9v011tg0 to U) ft,  illth weit Alia 0 and poilta4  ppsition fat, 
Iplying t s eipaqe: .S, tlipn, aqtr,ey tIrlie t e -rsae: The Nora.' Viethani, 
ese also apparently e4peC,ted .tlits ;  nitetl:;, tp,tes: to ,9omps1 ;lhe . Saigon 
geysra nt to 4r}plement, the, peliii,eal pr :71Sions polit iiie in -APticle 
11 cit, 't A AgrOknfTt,, r;t44119. 019winPIN,' 41 	1141:ft ,t ' ',911PPrtilPitY 
Or a;  pelitie0, rcimlin'h4g,Opuch A4chpng . ,cP,F, ,yililtp4inum pelitica 
pxpectatipn4 h ja-mq mt. Ine,te*),;ali,e,d, they Ais.nsfy, tlis swiin4, .str,opger 
Tall*QTy 1)91t,4031 by .vjt.ue of the Ainerlow wt.1 	.74:  Inl • pop.7 

 ilefion, .j.iey, arecatron ly .QritiCal of the rpRt*I,lecI,K? oe. 0 'Ailwri. r, p  
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-.cooperate in accounting for the missing in action from the implemen-
tation of other; aspects of the Agreement. They not that in order for 
the United States. to be able to engage inprodUctive discussions with 
thii , Nortly Vietnamese concerning Our missing in action, the .Saigon 
government Would have to agree to discuss Communist requests relat-
ing to the care and visitation of the graves of their dead in the South 
and perhaps to make other political concessions—neither of which 
Saigon will agree to do - 
' Discussic& of the political articles of the agreement is supposed to 

be takineplacabetiveen retke,sentatives of the'Saigon government and 
the PrOViSional Revolutionary Government at La .; 'Celle St: ClOndriear 
Paris.' The principal items on that agenda' have been the fOrniatiolY of 
the National . COmioil .  for Reconciliation and ' Cialciird ' and arrange 
Merits for the- cendnet of ieleetions; Thus far; thd Paris disensgona have 
been totalbrrimprOoliictive: . . 

	

The Embassy's position; '*hiChi■a:rallels' that of 	Saigon govern- 
ment, is that the "North Vietnamese are *holly to' blame for the lack 
Of progress in the talks. :11i' their litiev4 Tranbi 'haS"relliSed to agree to 
''the .ObjectiVO.a.pplieitien of 'the ,prbvisiOnS1":.bdanSe'the COniniiiiiiStS 

kith* thoji:ethild not'Whi an 1nfernatmnallr SiV)irviked election Amer 
'lean official s believe that the 'COTalunnists will ;agfee. to elections only if 
they are Tal101Ved to eon:trial . eheir rorganiiatifin; American OffieialS Aboth 
in 8 Eagokilnd.  in IiiraShingtbri3 O4.  that the CetilthiMistO*111 eillitnnielfb 
Play,  a *aitirtig game ., hOpi# tlia;t'prieY 'eiOteat'IMM:i'd.SteriOration 
Of 'ecOnOinic: itti'ct iielitiCar conetiti rcifia Vi lthe SOilith. 
'' r 

 
The Tivd.  Pikty 'Joint: %Mirk '06WhniSsied, Whioli-  Wag supposed to 

be 'respOnSib16:for theyiniplezhentatiqii I6finilitarY ASPeetS` Of fhb' &die: - 
fire r has hoca6....0, ,p1.000s to ' date .: The Sri& 'IrigtiiaiVise.':iiiid the 
ProVisioriaj'iteVolUtikharY: 10.6V‘tineAkhkAAYea!!nfialile tto -i.agreii,bli 
pl'oCedurei fte idellYidatin I "iiieii ..,of'ebrierell  - 'Or& of entrY ;  replacei 
tient ..of - eqiii 'MOit; ,•clisplo 'filent. of teaniS :iar. ei'en the 'pr`iiiileieS and 
-Inn.nrinitieS 0 'thEVPid6iii,41.611 'lielkyln'ticii.4.i-Y,'" ii4ifernment delegatiOn. 
It" *diila" WP 00'. iliaV;.: fOr 

, . .. 
' k 'MI)* *tit; ' meetings between 'the 

1 

i*Iii tiartiO'hfitiVli6eli-litfliRA-.4101:14W,A0i4S' t4;14,`thel ,e0liangii. if 
b011ita:Cia' iiipt6i1j*  .  
'Il 'Th6-:abg6ii. ',.d' Oft'anY13F0*,4 it[Filinv6Tairity,:',3foiiieuti:ti,itylioh 
744s blither. 4614pOnderd...thii: in6fredtiii00s 0t4hp WiY0t16r4i1C.iiriil 
iiiili,§toii: Of P.Ofirrdr '04 SiiilYISitafA1760$) . A.ltliN 14%00 fealty 
iit*•tlepldyiiii. iii 11 kWh! }.A.,' iiiiW goitisitd40,itlyi!ti", - ..iiii_mtiit,! ,tho 
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proposed but it was never formally agreed to by the participants. The 
United States pressed for a revised budget of $28.4 million and this 
now appears to-bethe working figure for the first. 14 months operations. 
The ICCS is presently about $7.0 million in debt, most of Which is 
owed to Air America which provides transporation for the Commis-
sion, and Pacific Architects and Engineers which maintains the facili-
ties used by the ICCS throughout the country. , 

Under ale terms of the Agreement, the four Paris signatories were 
each to have contributed 23 percent of the cost of ICCS operations and 
the four Commission members two percent each. Thus ,far, the South. 
Vietname,se have contributed $6.5 million representing their 23 per-
cent, of the initial budget, but the Provisional Revolutionary Govern-
ment and North Vietnam have contributed only $1.3 million and $2.5 
million respectively. The United States has already spent $9.2 million 
in support of the IOCS and a request is currently pending before Con-
gress for authorization to grant an additional $27.7 million for ICCS 
operations—$16.5 million kr future operating costs and $11.2 million 
to repay AID for funds "borrowed" to pay ICCS contributions in FY 
1974. 

* 	* 	 * 
After a year's experience with the Paris Agreement most observers 

agree that its most positive result has been the decrease in the intensity 
of fighting. The other results are regarded as mixed: 

—The. United States recovered its prisoners and was able to with-
draw its troops without having to ensure the Communists a role in the 
government of the South. 

—The North Vietnamese and the Provisional Revolutionary Gov-
eminent eliminated the United Stites as a; direct military adversary. 
While they obtained a, degree of recognition of their presence in the 
South, they did not succeed in bringing clown the Thien government. 

—The South Vietnamese lost, the protection - of the direct. American 
military presence, but were not compelled, as they had feared they 
Might be, to share power with the Communists.  

As was recognized at, the time, the Agreement did not provide an 
answer to the question of who will control South Vietnam in the 
future: On the basis of explanations made When it was signed; the 
Agreement was to provide a means of resolving that question Within 4. 
framework of controlled military and political processes. In order for. 

Altese processes to Work, however, the contendingVietnardese.partiea 
Would have had to reach  ch agreement on critically nterrelatecl!P*(*clj 
ural questions of a political and military nature. The fact that they'
have fail'ect. to reach Such agreements reeds the .essentially' irreeent 
Cilable 'nature of their respective objectives: 	 ' 

For the time being each side continues to pay lip service to; the 
Paris Agreement. Each stresses the implementation of those pre-
visions of the Agreenie t .Which would benefit it the most While .igifor-
ing those. obligations 'ch.,: if honored, might lessen its present. ad-
vantages. The' asymmetry of the parties' selective . approach to the 
implementaion of the agre ents again.reflects - the basic differences 
Ilutheir positions and their StriOgiesi ' . 
, 	 the abSence, of any 	of a meaningful political role in the 

‘. ',620:itb the ,ComninniSts..see -110: 611.00:6 but. 'to continde the struggle by 
military means. Given the military threat which the deinmunists 

87-001-444 
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ready pose in the South, the Saigon government does not believe that 
it can afford ,  to allow the Communists an Opportunity to undermine 
its existing control by political action. Thus,. since neither side is will-
ing to compromise, the. struggle continues. , 

VI. THE V.S. PRESENCE 

In April 1973 there were approximately 8,500 official Americans 
in Vietnam. As of May 21, 1974, that total had dropped to 5,200 ac-
cording to detailed figures provided by the Embassy. The State De-
partment reported to the Committee on May 21; however, that as of 
March 31, 1974, there were only 4,645 official _Americans. The principal 
components of the U.S. Mission in South Vietnam are the State De-
partment with 137 personnel ; USIS with 30; AID with 690 employees 
and contractors; a Marine guard contingent of 153 men; the Defense 
Attache office which includes around 900 American civilian emploYees, 
50 military: personnel and about 2,500 American civilian contractors; 
the office of the Special Assistant to the Ambassador for Field Oper-
ations (SAAFO) with 196 employees and contractors; and the CIA. 
with [deleted]. 

The reduction in American personnel during the past year has come 
about primarily as a result of a decrease in Defense Department ci-
vilian  from 1,100 to 846 and in Defense Department con-
tractors from 4,900 to 2,643. AID personnel and contractors have de-
clined from about 1,160 to about 690. Other components of the mission 
have remained at about their previous size. .. 
- SAAFO, the vestigial remnant of the previous provincial advisory 

or Civil Operations and Revolutionary IDevelopment Support 
(CORDS) system, continues to cling to its precariOug bureaucratic 
existence. Althotigh the number of its direct hire personnel hag de-
clined from 183 to 96 in the past year, SAAFO has apparently ac-
quired. about 100 contract personnel. In theory, the function of 
SAAFO is to ensure adequatecoordination between elements of the 
Mission's field operations, a role which seems to overlap that of the 
-conguls general, and which in practice seeing to have little to do With 
the activities of the majority of official Americans outside of Saigon. 

There are personnel from every agency in each Of the four mili-
tary regions and some American representatives iii practically every 
province. Of the approximately 5,200 official Americans in Vietnam, 
about 8,100 are located in Saigon and the reinaining 2 .,100 in °the,* 
locations around the country Over 1,100 of ,otitside of Sajimili 
are ,Defense Department contract personnel :and of these, over 'half 
are at the major South Vietnamese army installation 0  Then HOlk, 
near Saigon.. There are also Defense Department Civilians in each 
Military regions Of the 690 AID ,  personnel, 640 arein'Saikon and only 
50 in the field. 

The largest U.SIGoVernment organization ,' '..:Vietnam today is the 
Defense': Attache Office It ;Combines tradi I :6411a7dli4 functions: Pr 

[deleted] with responsibility for the admiziiitiiition of the Military as. 
sistance programs 

It had been underatoodAt the time0e:Paria Agree/n(4ft was Signed 
thitahe direct ihirecdtvilliai emplbyes-'0410,- Defense Attaché Office 
w61114,  .be phased .ont by the encl. of Janiiiry: .11974, and that 'Milian, 
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contractors would be reduced to below 500 very soon thereafter. The 
plans for implementing this understanding have apparently been 
shelved. The administration of the military assistance program con• 
tinues to involve large numbers of direct hire American employees. The 
majority are located in the former MACV headquarters. A majority of 
the personnel in the Defense Attache organization Work directly oil 

the military assistance program but most of the direct contact with 
the Vietnamese military is said to be carried out by contractors. Some 
other direct hire civilians perform dutiel which are said to be an ex-
tension of normal attaché functions. A substantial number of the 846 
Defense Attache personnel are engaged in providing administrative 
support for the Defense Attaché organization itself. 

Defense Attache officials hope to reduce the number of contract 
personnel from the. present 2,000 level down te about 1,000 by the end 
of fisoal year 1975 but there apparently are no plans to eliminate such 
support entirely. The training of Vietnamese personnel to perform 
services previously provided by contractors has progressed far more 
slowly than .anticipatecl. The primary reason for this is that con-
tractors spend much of their time actually performing maintenance 
themselves rather than training Vietnamese to take over their jobs. 
Moreover, gecording td Defense Attache officials, the United States 
has not programmed training to make the South Vietnamese self-suf-
ficient in certain technical fields such as electronics and major air-
craft inspection and overhaul. 

The provision of technical services to the Vietnamese Air Force will 
continue toAccount for the largest number of contractors through Fis-
cal Year 1975. Some 1000 personnel are presently involved in this pro-
gram at a cost of over $30 Million. The next largest group of contractor 
personnel is engaged in the maintenance of a countrywide °mann-
nications system which serves both the Vietnamese armed forces and 
the U.S. Mission. The Federal Electric Corporation, an International 
Telephone and Telegraph subsidiary, has a $5 million contract to 
mahitain this system in Fr 1975 employing approximater7 261 
Americans For subsequent years the cost of this contract is projected 
at $8.8 pillion with over 200 employees Not all of the long term con-
tract support will be for technical services The Defense Department 
also plans to continue to provide supply facility and Port-,manage-
rnent services at a Cost of several million dollars over the next two 
years. 

VII. THE =TART: ASSISTANCE PROGRAM 

Between 1962 and 1973 the United States provided South Vietnam 
with over -$14 billion in military assistance, not including - excess  and 
surplus equipment valued in the hundreds of Millions of dollars The 
CongressianallYipposed ceiling on military assistance to ;Vietnam. in 
FY 1974 was $1.126,billion. As originally submitted to the ...Congress, 
the request for the Fr1975 program was $1.45 billion. - - 

The largest-  single item in the FY 1974 program was anununition 
which accounted for over $840 million of the -total.' The FY 1975 re-
quest includes about $468 mi1ion for anniannition, of which $400 mil-
lion is earmarked for army ground munitions . The increased request 
fdr!aminimitiOn is attributed by Defense Department officials to price 
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increases Which average around 30 percent on individual items. The 
cost of 105 mm. shells, for example, is said to have increased 27 percent 
since last year. 

Defense Attache officials have made a continuing effort to reduce 
South Vietnamese ammunition consumption. The measures taken in-
clude a reduction of about 30 percent in the quantity of shells being 
provided under the military assistance program. Despite these cuts 
many U.S. and some Vietnamese officers believe the South Vietnamese 
army's use of artillery is still excessive. We noted that despite refer-
ences by Defense Department officials in Washington to alleged South 
Vietnamese ammunition shortages, no mention of such shortages was 
made to us in briefings or discussions in Vietnam. 

Toward the end of 1973 U.S. officials realized that South Vietnamese 
artillery expenditures were exceeding budgeted rates for the first half 
of FY; 1974 ($165 million out of a budgeted total of $301 million): At 
about the same time, it became apparent in Washington from final 
Congressional action on the FY 1974 Defense procurement bill that 
military assistance funds for Vietnam would be less than originally 
programmed. In Saigon, Defense Attache officials• learned that 
substantial obligations against their existing FY 1974 program had 
been made in Washington in order to "repay" deliveries of material in 
prior years: As a result, the Defense Attache Office, in conjunction 
with the South Vietnamese Joint General Staff and the U.S. Pacific 
Command undertook an urgent study of the ammunition problem. 

'These studies concluded that the data being provided to the Defense 
Attache Office by the South Vietnamese army did not substantiate the 
reported firings on which its ammunition requests were based and that 
the budgetary impact of the ammunition expenditure problem was 
serious. The study also revealed that the countrywide 7d° of the 
number of rounds fired by South Vietnamese forces to that fired by 
Communist forces was about 16 to 1. In Military Regions II and III, 
where South Vietnamese commanders have consistently been the most 
aggressive and where some: officials say random "harassment 
and interdiction" fire against Communist controlled. areas is still com-
mon, the ratio was on the order of 60 to 1. By contrast, South Vietnam-
ese forces in Military Region I were firing only about 4 rounds for each 
round fired against them. While U.S. officials believe that these statis-
tics confirm that South Vietnamese use of ammunition is excessive, 
they also point out that a defensive force normally expends more am-
munition than its attacker. This is particularly true in Vietnam, they 
say, because South Vietnamese fire bases are vulnerable to an enemy 
who has considerable freedom and ability to move and mass his own 
artillery. 

At the time of our visit efforts to obtain more reliable information 
were continuing, but Defense Attache acknowledged- that they still 
have no reliable means of verifying reported eipenclitures. They do 
not know, for example, whether the South Vietnamese are- storing up 
animunition for a rainy day," as one officer put it, and they are unable 
to ascertain whether the one-for-one replacement rate for ammunition 
is being exceeded: . 

Aircraft procurement is another major component of the military 
assistance prOgram. In FY 1974, $106 ,obligated for this 
purpose. The amount requested for ITT 1975 is $251 million. Defense 
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Department officials estimated that about 200 aircraft were lost in FY 
1974 and said that no replacements for them were provided. The de-
livery of F-5E aircraft began in FY 1974, however, and approximately 
[deleted] of these planes will be delivered each month in FY 1975. 
The F-5E is a more sophisticated aircraft than the earlier models 
which it is replacing, The total cost of the 154 plane F-5 program over 
the next few 'fiscal years is expected to be over $500 million. 

The overall inventory of South Vietnamese airplanes is about 1,800, 
making it one of the larger air forces in the world. As noted earlier, 
the build-up of North Vietnamese anti-aircraft defenses has reduced 
the effectiveness of the South Vietnamese air force. This fact is re-
flected in the greatly reduced number of sorties flown and in a reported 
loss of accuracy in bombing operations as a result of the necessity of 
operating at higher altitudes. 

The estimated cost to the United States of providing petroleum for 
the South Vietnamese armed forces in FY 1975 will be $137.4 million, 
About $42 million was originally programmed for this purpose in 
FY 1974, but price increases of 157 percent drove actual expenditures 
to $78 million despite a 22 „percent reduction in consumption. 

For a brief period at the height of the fuel crisis in November 1973, 
the United States furnished the South Vietnamese armed forces with 
petroleum out of its Pacific Command reserve stocks in order to make 
up for petroleum which the U.S. had previously purchased from 
Middle East sources for the South Vietnamese. Thereafter, the U.S. 
Government worked out a complicated arrangement whereby the 
South Vietnamese now contract directly with Middle East suppliers 
for petroleum. In order to assure suppliers of payment the U.S. Gov-
ernment deposits a check each month in the special Saigon account of 
a designated Defense Attache official who, in turn, issues a check to 
the oil companies before deliveries for that month are made. 

For several years the United States has provided dehydrated rice 
and canned rations for use by the South Vietnamese army on field 
operations, In FY 1975 some 13.5 million individual rations will be 
furnished at a cost of approximately $22.5 million. Clothing is also 
provided under the program and this, like most other items of supply, 
has increased in cost during the past year. The Defense Attache office 
reported, for example, that the cost of two-piece suits of woolen under-
wear (77,722 tops and 132,651 bottoms) being furnished to the Viet-
namese had increased from $5. i 50 a set n FY 1974 to $11.50 a set in 

ma, s in both Washington and Saigon concede that 
ment df the military assistance accounts in FY 1974 Nun] 
satiefacion, While the DAC in Saigon had primary reap' 
assessing the needs of the South Vietnamese, Washingto] 
parently made the final decisions as to what was shipp 
was charged to the program. Officials privately acknowle 
torically, the bookkeeping on the Vietnam military assists 
has been extremely loose and that the large number of 
counts. used in the past jna4e the program extraordinari 

3 nignly un-
aisibility for 
. officials ap-
d and what 
lge that, his-
nee program 
separate ac-
y difficult to 

a result of the budget MIS in the late fall of 1978 and new legis-
in the sdt ring of this year, new procedures are being designed 

L officials .aape will simplify financial management. Some of those 

Robert1
Sticky Note
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familiar with the program, however, doubt whether anything short of 
an accounting system designed to monitor the program on a delivery 
basis, such as was instituted in Laos following passage of the Syming-
ton Amendment in 1971, will be effective. 

* 	*•* 	 * 	* 	* 
In addition to the continued provision of material to the South 

• Vietnamese government, the United States is still engaged in disposing 
• of excess U.S. military, property left behind following the withdrawal 
of U.S. troops. These sea:vides are the subject of continuing reports 
of corruption allegedly involving Vietnamese and, occasionally, U.S. 
officials. The more prominent of such reports concern the illegal export 
and sale of scrap brass. 

During the war over 131,000 short tons of brass shell casings were 
shipped to Vietnam. This brass remained the property of the U.S. 
Government until December 1972 when title to all scrap and battlefield 
residue was formally transferred to the South Vietnamese government. 
At the current world price of $1,400 per short ton the sale and export 
of this material should have netted the South Vietnamese government 
revenue and foreign exchange in the amount of approximately $184 

On June 20, 1973 the LO8 Angeles Times reported from Saigon that 
Vietnamese officials were trying to suppress public knowledge of a re-
ported attempt to smuggle 16,000 tons of scrap brags worth $17.3 mil-
lion out of the country. The Times story, written by Jacques Leslie, 
alleged that the individuals involved in this and other brass smug-
gling activities included high ranking generals as well as some officials 
in the Prime Minister's office. The South Vietnamese government re-
acted strongly to these allegations and Mr. Leslie was subsequently ex-
pelled from South Vietnam. 

After the brass scandal surfaced publicly, the General Accounting 
Office (GAO) investigated U.S. surplus property disposal operations 
in Vietnam, including the handling of scrap brass. The GAO report, 
which was released on April 1, 1974, was critical of the manner in 
which scrap disposal operations were being conducted. It confirmed 
the substance of the earlier reports although it did not pinpoint 
specific Vietnamese officials. 

On May 9, 1974, despite the GAO findings announced earlier, the 
Department of Defense stated in a letter to the Committee on Foreign 
Relations in response to an inquiry regarding scrap brass, that "The 
Government of Vietnam. exercises close control over the export of 
commodities from Vietnam, to include scrap of all types" ‘,‘In addi-
tionP the letter continued, the "Unauthorized possession of or move-
ment of scrap brass within Vietnam has been prohibAtecl by Viet- . 
namese law for sometime" 

Contrary to the inference of the Defense Departinent'sletter to the 
committee, U.S. officials in Saigon told us that the brass problem is 
far from solved. They pointed out, however that it is a Vietnamese 
responsibility because the brass no longer belongs to the US. Govern-
ment. In this connection, we were told that virtually all scrap brass 
is. believed to have been. "recovered?' but that the South Vietnamese 
government has thus far been unable to gain Control of it The primary 
problem is that tlis brass Casings arefin the hands of Vietnaines  mm- 
tñdemaind others with poritioidtchinections. 



25 

According to estimates prepared in Saigon about 14;000 short tons 
of scrap brass worth about $20 million were returned to the United 

• States before title to the remaining 117,000 tons was transferred to 
the South •Vietnamese government. .Approximately .  26,000 . short tons 
worth over $36 .million are known to have been illegally exported and 
another ...$42 	, is believed to have gone the same route. The 
remaining 61,000 short tons are thought to be still in Vietnam. At cur-
rent ptices the value • of this brass would be $85 million. U.S., officials 
told us that reports which they have received from Singapore indicate 
that scrap brass is still being smuggled out of South Vietnam. Unless 
the South Vietnamese government devises some way to gain control 
of the 'remaining brass it will receive neither the expected income nor 
the balance of payments benefit which would accrue from its sale. •• • 

.* 	* . 	 * 	* • 	* 	• 

Although the cost Of providing- military assistance to South Viet-
nam has declined from. $2.27 billion in FY 1973 (not including the 
$753.3 million in equipment provided in operations "Enhance and 
"Enhance Plus") to $1.126 billion in FY 1974 ,  and may not exceed $1.0 
billion in .FY 1975, 'U.S. Officials • see no prospect for phasing out the 
program. Even if the tempo of fighting were further reduced, • South 
Vietnam's armed forces would continue to require Sizeable amounts of 
supplies and equipment for as long as the North Vietnamese Military 
threat persists. . 

In the absence of a genuine cease-fire and final settlement of the war, 
U.S. officials cannot foresee the time when the South Vietnamese will 
be able to provide for their own defense .needs—certainly not in ;  terms 
of supplies and equipment, all of which are now provided by the 
United States. The same is generally true of NOrth Vietnam, of course, 
:which is also highly dependent : upon its allies—although not to the 
same degree as the South.. 

In recent monthssome 'officials concerned with the military assist-
...once program have begun to 'consider Ways in which the South Viet-
. namese might restructure or reduce their forces in order to reduce the 
.cost of maiiitaining them. These Americans believe that further reduc-
tions • in U.S. military assistance. ::are likely and that the SOuth. Viet-
naMeg•should begin to prepare for that eventuality. This idea appears 
to be 'taking hold Very slowly with the Vietnamese Military despite • . 	• 
warnings...6'01h SO:Tie of their own civilian officiali: • 	' 	• • • 

. • Arnetican officials themselves.. are by no means all in agreement on 
he necessity • or ..desirability .  6/ .  Vietnamese ..fOree.. reductions. During 

• diSeit.:ziOns...:Of . the 1974 .South Vietnamese budget,.' for example, the 
Eiribaggy440„ecomtnerided St:Kingly againstany 'pas in • the size of.* 
Vietnameg`trined- forCeS.. Meanwhile, tJ:S. economic aid planners are,' 

• in 'part; basing their projections of . Vietnamese edenomie growth on an 
• assumption that be So-nth Vietnamese :armed forces will be reduced 
from their present approximate strength of one Million men to around 
-MOM:moi... -by 1977. There it to indication that the Smith Vietnamese . 	. ". 	. 	• 
-Oro is•coritemplatiriglidela reduction 

v#ion! .r.CONOldi 
, 

The state' of the Vietnamese economy is capsulized neatly in the fol7 
 loviing§tatement taken from an AID summary of Vietnam's economy 

date May 2, 1974 : 
For South Vietnam, the sustained business recession, continued 

adjustment to the U,S. troops withdrawal, reduced foreign aid, 
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lower real import levels and increased urban unemployment of 
1973 continued into 1974. Worldwide shortages of 'grains, petro-
leum, fertilizer, soybeans, plastics, machinery, and iron and steel 
products continue to impact heavily on the economy. Dollar im-
port prices remain at the levels to which 1973 saw them skyrocket, 
domestic inflation is accelerating at a high rate, foreign exchange 
reserves are falling, non-defensive spending is stagnant and the 
full impact of the worldwide oil crisis has been felt. These adverse 
economic factors along with continuing security problems caused 
postponement of the much awaited start of reconstruction and 
development activities following the cease-fire in February 1973. 

The fundamental economic problem of South Vietnam is that it lacks 
the economic resources to support either its present level of fiscal ex- 
penditure or its domestic consumption. It is unable to generate enough 
revenue to finance its fiscal budget and it is unable to meet fully its 
domestic economic needs nor afford to import the goods to meet these 
needs. 

In the daily life of the Vietnamese people, these statistics are felt 
in terms of inflation which was 65 percent in 1973 and is expected to be 
114 percent in 1974, unemployment which runs as high as 40 to 50 per-
cent in some areas, declining standards of living and, in some areas, 
food shortages. Those hardest hit are the urban population, civil serv-
ants and the military. 

In the course of our discussions with officials, both hi Washington 
and Saigon, we encountered two decidedly different approaches to the 
Vietnamese economic situation and the question of US, economic aid. 
American officials whose primary responsibilities lied in the policy 
area approach the problem in terms of the gross amounts of U.S. assist-
ance required to maintain a viable economy thereby preserving the 
military and political situation in South Vietnam. On the othe,r hand, 
officials, both American and foreign, whose professional specialty is 
economic development, invariably focus on what many of them refer 
to as the "structural" problems of the Vietnamese economy, by which 
they mean to refer to its lack of productivity, the displacement of its 
labor force the imbalance between imports and foreign exchange 
earnings arid its lack,  of ability to stimulate investment and growth. 

In order *her to make judgments about the gross amounts of out-
side assistance required to maintain the South Vietnamese government, 
or to appreciate the magnitude of the structural problems inherent in 
any program of economic development in that country, it is necessary 
to understand how the Vietnamese economy arrived at its present 4on-
dition. The following retrospectivit view represents the consensus of a 
Wide range of official KA unofficial American and foreign] observers 

South Vietnam has great inherent economic .poteritAal. It has a 
large and fertile agricultural :area, ,abundant fores"E'resources

' 
 unex-

ploited fishery assets, Ep. excellent or potentialiy: excellent system of 
waterways, roads, airports and harbors. It also ilits.a 
well trained and industrious labor force, wilta a bread range of agri-
cultural and industrial skills. Given peado':aud. adequate capital as-
sistance for a transition into a peacetimk*cOnomy, there is no reason 
why the Vietnamese could not achieve sell -sustaining economic-
growth.. 
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South •Vietnalti's.nationai'accountS . show that .. the :gross .domestic 
product at constant prices has grown on the average :at a ...rate of. a 
percent a: year: , Population has • also ,  grown at ;roughly. the . same rate 
The result .has been. that the average per .capita ,  income from the early 
60's through the early .1970's has remained at : .approximately $140:. • • • 
: During this period the war :wrought. a 'significant toll .en the .prot 
ductive bask of the economy: Agricultural ,  output • in. 1978 on al per 

- capita basis was 11 percent lower than average production from.1961 ,- 
1965.: • • • . , . 
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Rice is the major agrieulturil l 'erop. It is groWn. On about .2.7 mil-
lion hectares or approxiniatelV•9q percent ofthe culti*ated land. and 
45 ;Percent of the arable land:, Ueighly,80 perm t of the eountry'S. rice ii 
production is 'fill the . 1qekOng, delta. Rice out iit: Continued to 'drop 
Until 196$'. kiihen.thrOugh American aid efforts nee was in 
trodUced. TadaY;`,40 'pel'eent 'of the delta's riCe . ts'. groWn on 25 'percent 
of ' its land,' but istiStaining'' this prbductiyitY'')60quireS;.Considerable 
foreign exchange expenditures' for fertiliier,'PeitidiaeS, -  pumps4 1 trac-
tors and petrolemn.products. . 

Over the last ,  few ypmbe Vietnamese government has held down 
the price:of rice by means Of controls and the importation of P.L. 480 
rice. AtIresett, thelorice of rice- in Vietnam is about one-half the 
world price. The objective of this policy is to subsidize the puce of 
40' for`sthe urblin .pb.iiiilatiiili. Rice' producers have borne the .cost -,of 

. phipksubsigy in 'the fain of lowerlriceS ;Which, in .effect, tratisferted 
a portion of.their indome t6.1consurhers; The effect of this policy: has 
been "to 'dNiniih. the •econetale incentivS for expanding agrionitural 
pro
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sive -.eultivatiOn of . that land which could be .prOtected. 'Farmers and 
families in peripheral, Marginally - secure 'or‘irise.',cure.. a,reas wer& eh., 
couraged or fOrCett to Move. Population ilso left contested and 'Com' , 

 niunist :dominated areas  because of their designation as "free fire 
zones". and becanse.Commuhist leadership -was:more harsh`ordeniand-
ing 'than :the 'people Virislied to tolerate. As a result of a, combination 
Of: these , faetars, manyurnral families moved ,  to the cities,' Over the 
War:-  Perio1 it is • 4igtimatedqhat some the 'million' people migrated 
to urban areas. Today there is still very little arable land :available in 
already secure areas to which these'people'dan return. 

The exodus oflabor from agriculture Was absorbedintothe expand-
ing public service sector (to include the military, the police, rural 
'ekdre aiid thdloverhent'bhreali6racy it national, province and mu-
picipal levels), and the expanding 

taxi 
service sector (to include 

domestic servants, iepairmen., tato. drivers, bar girls and guards). 
During the years of 'direct American involvement in the war the public 
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inrktwolPtif44 ,Pa 0044* 93.4104,01Q PO 6ftPitft A).-elon1P p the 
.cpuntxy .teinamecl pi$14154sily,. constant Pe.Cftilae of dr ,compen§11,tnig 
03pAnelon, .9X tin ,  141441iO3,r,iflRrivige seri,* pPetor.  

TOTAL GVN ARMED FORCES STRENGTH AND EMPLOYMENT IN CIVILIAN MINISTRIES 

thoysaolls of *soon'sl by cairn ar,year , 	f  

	

ilos„" 	. '4967 	anal, I 	tow- 1 497Q 7 	101 

.4 	 " 	!°  0.tary 	 " . 	• 	 . 	• 	05: 	.0 	04' 
. 	. .133.3 : 417. L 	.. 	2451: 	9 

'• K. 	 ) 	85 ,)• 	(88, !,).., 113. 

1iLi 	 .L ,#17.!9 	907,:,24.4? 	0 	qtg 

civilian employment total. 

" 'The.e;ppsi411::::4,,t4le.s c:stvieeoseet-ot of 	VietnaMese eel:A*0MT was 
bi.idgetary

t v ending in the eeprio4y:ari'd by 15 S 
,Shpat: ; 011 	.govOiiihent;An 

Plrehaieqiill;:710upii *pre . 7 a);1•iiilliiciii; .;4 tn 1, tins fttr 4e0he,ii 
$408:.1 	• 	• 	:.••' 	• 	" • • 

•..) ,,•)1•.,.11,t.f.0141'0,•0144 •6,W.A-441440.4:10.'clg ivriRp9Asifellig.t..QF9 96siOviOrf •Mgfkiitir, f•if• • 
i 	•••••••• •.' 	'''''' '-‘:••• 	f 	li-.: 	. 'j.: •• • • 	: I; 	' 	'-' ........ .r. 	•.s•----• 	 .• 	 , 	 '•• :. • • 4- '' 	 • ' 	 • 	 ' ' ...,7 ,.."11'. .,..,6 . ,:f:-.1offf• 	•)ft....  -IiPi;:, Mt. lip .  ..: .n1;1 .;:).' 

	

..j 	........:::;:J) .: 	N.. •..,., 	-...°,. 	 . 	 ..i.ir. .i, 

rylcro ...v.` 1:: ',..: i . <11 ,, .•••■ , 	 ).. 	.1 ,:). : idf;1.  ,•:,':'..• : , '•il .! • ' , ". ' i .,-/•• .,  •'1 4.4 111/1 t - 	 ntif " 
: 	": 1, - 	' •:: 	. `;' , '' ..:1,:,  ,.. 	!1::1•1 ,-,:' :: r 	

1-ii 
: 	 •".:,c 1..• 	1 .,nk... , - 	 ,•• :1:: • 	• ,•••• , • • 	 .. 	 P.

0  

	

.).•••• 	 ,:..i.•;• 	 " 	 . 

. ,,u9.1 , , tor..„-.1•F,.,..,, ,J-..„..,,rtp•-: i. . E." ,. I ..,;• 1.t . !t v 	 , t .1 . 71 tt.... t• P .t......•? 	t.: t It .• .1 .)1 ::, i., ..1,  ? , '•-.K.A -...,. , .i• i„ , 

,,
10  

. 6.7.: .:-. r;':'4 .  ; .':i . ::.'...• ; ' :I ' • •'': :::'i :  1......-40;74i 114`41fC 15`,..-144....t.r,P44)4144r,I,Vi.:'4. 431.-:,-28it i 
roirr_!•,4.1111rfrn -14537.P31,Lil\r.rIn -.1;114:tir;i7rfe 	't. liri.110..;:ijih. 1).11. '., $. i .. ii. i 

tI . ,-0,7).fojrtp.p.t...11..1..........,:ilip:  

• 10911:::.....c4rilltEt1 .211•11.1.1:-.M.I1I.:TA:C011::?:1 7,1110321, .E.I.COKI2T1.1,.:,  1.f.ritAlt•'• -•iftl '101.1 
.„r... r i:.• .1' 1 IT .,., qj 1 1. ; rrelg re-r> 0.7 :....., o.t .'Ir :c . i: . ; Ir..,  'i- . :fi.  . - re 11 19.. i ti, ..:: i f 1 -, . 41 • 74;:.4yr)90 ,,, :•: . .  

.„- : A.4511..oira110.1494:“. f : . 10 ilidrOli:,.' k.........g.i'i.?. ' as !ii.,LifiCE:.(:),:i■;.(kt."0 ........,!. i r. i' .....q•tio i. 	 (.),; I: r......? ;,,, ,...., 

	

.. 	• 	. 	• 	- 	'.... 	, 	• 	• 	• 	- 	• 	... 	. 



29 

The shift of the VietnatneSe, economy ,  toi.a:seryice orientation was 
anticipated and encouraged by the ,econo,mic policies pursued by the 
United States. in Vietnam between 1967 and 1972. It was reasoned 
that the increase in purchasing power generated by the growth of the 
4.nieridanmnpported service sector had to be absorbed by increased 
aMounts : Of imported coy/sox-ler goods in Order to contain inflationary 
pressures; These imports Were paid for through the U.S. Conamodity 
Import Program (CIP) and P.L.!480 program. Both programs simul-
taneously generated the piasters used to finance the growing cost of 
the South ViOnamer 1000.y ppkabliOr,nept. and burepwpAcT, This 
ITIPtIcKT: 91 raising revenue was relied .VP9P:0;*arilY ISO4us0 of the 
madocinacy :  of . the domestic ,t4 kftso gio: t4.0 :  gOyerninentS, inability 
Or unwillingness to tax such resource a,s were 	In the short. 
Orb), this 	Rohibited. the 'patica objective Of inSulating: the 
Vietnamer popnla, ,tlon, from, ;inflation Atpc1 the drop in. clop'wstie pro-
0.009.p. causedby  tt:/g, ,tr', ,Iii The prgq*17,44041n bOanlic P9441461104 
t921.PqC OA 4414900 T. 01101 American r,o'fiTioil.lg:#,t).4:- Od pv,0'.posii,414: 
• A.Iiitaiy observers believe that, iu tettot0,:iplie of the Most serious 

nOttillcri (4.,0).iP period was the 60044,geIT).(3.410.40$ i#Ii.pf .26.. 
Tamt, iiktmort, §ubptitote, tytA,I34polt itictu400.'DM.i.o.efooi.n,is:*ere 
p1.0,01, -11, (GVN ,  r*r.yes'ret41.*4 0 .  4'1401041' through 1970) rbut 
P.1.Qt: 0 this exchange s lipped .awaY; either to hank accounts abroad 
Pt . :'.g70,0 Speknt,On polip.rty, uotivp`66figuthei.: goods. 1:51.411*. the peri6d . 
x0,06. to 1.0g, , at 1,040.t $ billion U.S.4. liv .s: :,official and troop spending 
ft0WOCI.tlq§ilgh Vietnam. Today `thiA.14' is :64:hi liftl'to 4.61,i. for'. ;(1iisie 
earnings in terms 61 dO,MOS4c:Sayings svailablO'f(.4r priyai.0 invest.- 
n* evolo .  /gent. ROpatriatioii' of :these fin ids ts r  Con. ie 	, n economic. d , 

1.f .clOrP4' (1';11.1 4!;C.0.0*§glib... 1.., . 	this ... T,  . time .:  
:-41-10t410.atopfA of T.7:$,.qppiit(;:i•.61.1cy was t,4 vtising of the Vit4P 

rititilegg giaiiiige rate at ilg ijiisterg ' to 10 -i., ,,  fibillid froiji :19:6/runtil 
4972.,.,Rtiti, rate vastly oyeryaliiilfli..:Ai r.44f0; thus ... 1.40si.4g 7ii*i9ett{ 

. 
 

helpedi°i,11441"oilir lto' '.4144 140ir.el'3 1 .6  di, P-fditlin'' . 1.77...60tF:14-  i):4:4;111Pildir91:4-T44.:ciatli  
; i 

?.̀.ilpli.:40 '0'4' d .,4110'.0,ti ? 'the OV1.1.0,0iti 'tpdpg 0, y; :troop. spending 
ciii.b.-0040.11,ietlifoi'e, 49k4../xiar:".xli the NIT,pf, .019)  0..t.i*'xciAciii6010 
of 4ositkiii:', f4i-og eg*Ti t.6'. lio- v.sin'i44.4 ',Alia'. doRi pia 'tor SeryigeS 

- atill.f:iii: OW 1i4 zi3 6slirit4f;:'itii6i..(3 . :.1(  repgitkii,Yi'd .. 01.44.0.i"4ii t 
: dt.§ IS'il';, '.06 .:41i.0' .  el.4g.'W:0";, :f.r.  .n.Eift04036`27..5 1.-;0406t0 to ot 

: 461441.446/111a .ba';' )Mir agil* .̀..Wite .ligER tigiiln.',1h1qpyitrWei.4  fteri. 
ttfieilitiiilit*IVIn96i kiiiitiftg,I,Th.1'. ',Offit, '4,riggit0-4911ii,..iitv'preiY4 16 
fiqii 

iii 
.: Viti ::Iiit ..$: 1:.!tbs41410.1.r, ' :Oat - 441 	66: t1' 411161 4 4rOlfie 
.gliglabliii;',,V1 Jiiritiiiik .,:167V 6; ' ii: itli.e.: :diirtil.  ",oft,W14tAlzherdiiii. 
soldiers , 601.. day.oa_ter4 V4etratta .,wole.fit. .::.7,413,11 irA8R4114.1,014,L7`10 1114 

' o 	16Ing:Pvitisti64:108 Wl t .  'it /6h.' 	' - 
-.2. 	, 	.ftiitifiot orodvoli 	1 Efico ' iff,,biltdo, los. iii-ii.:tit:4pliOt 
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• .U19.,•COVERNMENT DIRECT CIVILIAN: EMPLOYMENT. IN THE REPUBLIC OF VIETNAM 

.(EIRI Of yea totals) ,  " 	' 
r 

, , 	; • ' 

1987 :1968 1969 1970, 1971 1972 

Vietnamese   	. 141, 506 140,004 144, : 763 126,457 101,826 54,686 
se coiintry nationals 	 '.,_L : 15,617 18,883 	: "18;343 • 10,706 5,812 2,739 
0.8.114tional4  ' • • 	,. - 11,, 810 	; !: 13,E57 . . 11930 ; 9,997 : 	9,7i3. ;.: 1,804 

.Total 	  • ' 	: 	.,' . 	' 161019 ,  . 172, 1441 175,036 :: 	" 	, 147,160 : '117;161 ' 65,229 
. 	• . 

„ :rn.fortunately .;:ver.little lad ben dOne.tb anticipate the . 	.„ 
adinsinien4.Which WO -tilct,be reckured:ag a result of departure of 
the American troops The 0*4hp,40 rate ,O.:angee for troop sijending 
in 1970 and 1971 were a gueef::Or : hO.rt ?:term device . they only 
delayed the ultimate rekonfn Oft*i 'f4,CtOi... that cotild lia -Ve been 
benficial tO.O.j.e economy at this time dJL not materialize Th0146. were 
no substantial reflo*O, for purposes of in'yOptiiient 'of' V.101tiiii*se 
owned, foreign hJd dollar balanOiS ., investors did net 'cksiie 
forward nor ch4 iion-'IJ S, aid expand , 	 • 

111.4e effect of thertItOp ;..iii American sjndrng was 60/iiuil:d64". Y03 
4,11i#111,1er of .other,144,0 . 1Ri6 fitgt, of thee  was the North Vietnamese 
co,ttP#,ive of 1972 wnch Cst.,04red n-10,eiy6;01.1.111,1?6te of refugees in  
taty. .13.egicing I and; 	 tesettling Of this 
gtopp:;: Of i ooOo tew retjigees consumed large anninnt'S of afti oi 
4‘040.0sfib kOnOinie tesOutOOS. Despite the inipt.00:n..totals,cifTe rfligeos 
resettled cited by 13 S nd Atietnatne06:"Oloi ia)e, a,very 's1i1141.1:0Prge.n,t 
so:p..9f these unfoitunate people have fii#44 	new locations.' To 7 

 day; the countless thousands of displaced id JQbless Vietnamese in 
tle ,oitie$ constitute oie of the.governinsnt'S most serious 	ijntct- 

problems Furmore, the Ctfri*ON4*,1,ter'e1y: 	, PO:17 
Atikin0 pf foreign 444 doine.stiP 
 ne up.:',?. .01.: ii,:p15A799104 'Of. 	t■riepS . 'Which 

4104972,: ,exiOct,ei4 the te41'. vithi0 of4001.0.: #140.1,:tt,OiTrAiSotio dd 
k1.07:2. 

stot: i.optc1.004ipa, 	permkt 	i5e0; 110. 
 petrolei 

prc on tiie0,10.crklooPikro*: 64). i 	 1?poIrpo, 010;1, 
and late tr840AgliTY;:tWittoQw.i .:0 ,the„Q6- • oreent iAnktf,ciaksOA 

priiçiex 	1:§i78, *as 	p!bie to, pwrOmetl.,:g9,-; 
imPtiO'd,

9r 7 

9 	

1414,..1),T.,1/,0340,044,14.0.aq0f14i.04%*:t0t0 
Pft4M 	 'EAfs,LI ,,,YR„i1#1, (Me PP.91,NerA MI, ,R011*P!/11 gs 71t have 

t r413;;Mt13,71j43-53:;011VIP''1.70.77:14.1P1;14r4r• 
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1?Ftc. '04 *psfp:Fit tockp,logt Put: 04,1*in:irrpr. 
1.P901 to :ppgri0e,"*. 0, .4, M0.144(41.1434.4aPM 	1.131t 0#411144,414> 

ltkft4ii#040,* 	:t.0.-$0,:i 6kg0t4P4KETiPtIogo:§! 
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71S agretbat :*4.i.10. 	-Pc401.1,0-04$101,094-14. 00,1#0s .  sent a -4-ty ctvalS 
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IX. THE U.S. ECONOMIC ASSISTANCE PROGRAM 

U.S. military and economic assistance programs are directly tied 
to the United States' policy of ensuring the survival of the South 
Vietnamese government. U.S. military assistance provides virtually 
all of the supplies and equipment used by South Vietnam's armed 
forces. U.S. economic assistance provides over one-third of South 
Vietnam's total operating budget, an amount covering well over 
one-half of the deficit between revenues and expenditures. In addition, 
U.S. economic assistance and dollar spending in Vietnam currently 
provide the foreign exchange for at least 80 percent of the goods 
imported by South Vietnam. 

The FY 1975 economic assistance program proposes a continuation 
of the same levels and types of support. Despite the emphasis which 
is placed on the reconstruction and development .aspects of the FY 
1975 program in the presentation of the program, the primary de-
terminants of its size and nature are South Vietnam's estimated 
budgetary and trade deficits. 

In 1973 the budget deficit of the South Vietnamese government was 
$411 million

' 
 representing a 56 percent shortfall.of revenues Versus 

total, vacpenditures. Imports during 1973 were valued at about $800 
million and exports at only around $60 million. Official estimates 
present a similar, ;outlook for 1974. The budget deficit may be cut to 
4* percent in 1074 but, the deficit will still amount to $526 million): 
4„for0g4 trade gap of $188 million is anticipated in 1074.  

The Commodity Imp* Prop* ',(CIP) arid,the PX.,480 *gram 
Will continue to be the primary vehicles for the prOViVon of budgetarY 
and import support to South Vietnam in FY, ', 1975.' During the last 
fiscal year these two programs accounted for a total of $184 Million, 
Or :Mpercent of the overall $649 million in economic aid delivered ,t0 
South Vietnam., The projected amounts for FY 1975 are $3801million 
foick'Ommodity imports :ttAa '$105' Million for T.14.48% miking'illotal 
0.075 Million out of an overall e&inomic aid Piekitgo of $045,:rupilion. 

'Under both' programs (although there are some exceptions in the 
CEP. program) goods are purchased in the United States with dollars 
appropriated by Congress. These goods: are then, in' effect, ?sold to 
mercha.nts: in the Vietnamese economy for piasters. 

Iii tliepast the piaster S 'generated in this Manner were granted to 
the South Vietnamese government :  ari3ct bilaga- support for itS 

Well as certain of 'its economic and.social, prograttii: The 
(DIP and EL. 480progming, theOfore, `have provided both dollar.pnr7 
ChasjaikiPoWer in the U.S. ?Wail* the trade gap and piasters in South 
Viéthamtd 'Close the Inidgettdeff4t; „ 

The'dependenee Of the iVi:etnainese economy on (DIP and P.L. 480 is 
illustrated in,t4e:folloWing ichart of the „country's ten most important 

deereane':Jo the:pereelitike of :t141;u4et deficit in relation to the total 
bU 	

biulgt In 1,97pC de du to en e r e , 	xpiandli.mount a ,. 0E.: "alien); dgetar Y , eXPendlturee" 	Al mit 
' b 0111491..tere. ,Irthene ex 	bUdgeter ,tet 	 roxiintel 

pendltnren ure ifteluded inime:inidget, the deficit 
11114. bv Ameilean funds: n 197f tre.,expendlimres 	tmOuntAto ..40puyi 90 
hi-KkriOn0,99 percent :0 the4ot4ly Onntimee government budgets • '• 	- • 
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imports by vil1tie40 . 1973"."TheS4 inipotits ,  represented $493 million of 
orpine $809 million in total,fluports. The funding sources are. indicated 

fh6 following chtht 
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6 :.41Atirib4:',V.:' ,.*V:4:61 41.:01401414e ..*... 41ef i'i'V ollt:YAiik:itiiii4triliiiii :vicotifOit: .  •  ,.... 1 
ii '1 	0 110,0t Wt. 4; 14011.146,041.1;33t littilaWoActi, . .-., 

.argginentlInd .1-iiatiel.;eil.poli.(t:t . ateisilitin.'lllittletteitliigi!.1.klil.'486'.Y1013P: ,  
, 	 . ,.,..,... 	 .. 	 . 	 ••• 	 ... 	 . 	 : 	 ......; 	 ,... 	 .. 	 . ; 

• .3, ,..3046-tite..:JOiy ,  4•:-1.1274.,. no amount of any ,Vorelgt4urreney.,(1nolUdInt ..f•rindW,Vid 
:Interest tronvioan.lepaymente....:*hloh• , :,acernee .1n.:AnnOt1WAVI.th any sale .foe-foreign 
eu ererket Under any provision of 	le.::nzekunder •ant ; agreemeiThenteVektUto Met 
.tho,rlitte ,.of •the., anaOtnient..0-thikAotv.,or. 	 of;extenennc-entered into 'Ater such 
..date , 6t any prior to Enirbsequwit .  a:peel:11ot. to provide any aaslatance to any foreign. ,  eountrt. 
to pro.enre,ieQuipfaent,.:•.materlals;40111tles,_ er ,ennylees. for the, eonntion.' deans:W(1011141U: •,interna.3.."seenrItt,..unlese sueh 'agreement. le ,ipetidoilly authorized by4edlaktion .0naded 
after 'On& •date, 	• 	 . 	. 	. • 	..,. 	... • 	. ....... . 	. . 	. 	. 
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prodeeds 	Was ,not:':affeCted,loy .Secti6iff 40y Would.,  he used:foil:de- 
fense.  purpose& ThiS ,  decision Will agaifieantir alter the)dnanlierin 
which, U.S. •enerattd. piasters will be use& to clefraY: the SOnth Viet-
nainese,• budget: deficit 1..;&. the*: allocatioh: has nOt yet' been devised. 
••iThe!::ExeAutiva 'Branch haS geVeral, dptiOnaairailablectO it for ;',cot , 

 tinned,,,landgetary'Support;:o ,4thet'Saigen .gowitniiient.IFirst4kit could 
Yegit6St,.speeific (1,61-igresslona:1:: atitkorizati on, tiyiude PL. 480 ,  proceeds 
for defense , purposes•- ,in :Vieth:stn 	' We :receiveditiO indidation in, our 
conversation& ;with ExeCittiye ..7 B•anch:, reprgseritatives.:: that ,this aP-
proach is being, considered.. Second,.,.  the: ITS.: counterpart funds,' Conid 
be allocated for South Vietnamese eMi atpdfidittilMsi - thuwreleaSing 
Vietnamese funds Previously used for those activities for defense ex-
penditures. Third; the ViethaftieSe .eolildr 66645-rlong-term dollar 
obligations at concessionaryrates lornPJL.. 480 commodities, thereby 
allowing the Vietnamese gpvernment to spend the piasters generated 
by.the.Sale'of thekc:procluct& SS: it .S6 chooses. It now appears that the • 
PrOgramnging 

 
problem created by SectiOn 40 will be resolved by some 

nfixture of options two rind three. 
The role -  which the P.L. 450 and CIP programs continue, to .13161 

ln; the transfer of resources from the %S. Govermael*WiSOMVIet; 
nahi.- is not readily apparent from the Executive Branch pre$01140.c11 
of the FY. 19Th program. Despite the importance of P.L.n 45olicoin 
modifies to the Vietnamese budget 04 economy., .arietli.1C444;04i 

fomiiii§ter4 P.L. 03.0. 40 an integral: part of the oferiill'ITIS: 
economic assistance program in Vietnam, ,the P.L. 480 prograntiN not 
mentioned once in • the AID :Congressional presentation. Similarly; 
at'P: 41,4a1A9 '.;J /k. .11W4.1.CO, s_Tp d4yjiTAppyk.,490 not P,Plit%'• as 
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The absence of a FY 1975 entry beside "Commercial Iniport Pro-
gram" (the terms "commercial" and "commodity" are used inter-
changeably) in the above chart would seem to indicate the disappear-
ance of that program. Study of the overall documentation reveals that 
what were formerly identified as CIP items are now referred to as 
"basic commodities". Their costs have been folded into functional 
line items. The following chart indicates how "basic commodities" 
would be allocated among functional programs in the new program. 
The "basic commodities" contained in the FY 1975 request total $389 
million, a little more than 'half of the total request, an increase of 
$141 million over the FY 1974 CIP program. 

PROGRAM SUMMARY INDICATING BASIC COMMODITIES 

lie millions of dollarsi 

Fiscal year 197.4 proposed 

	

Fiscal RA 	Fiscal MI 	  

	

(A) 	(B) 	(A)E(B) 

	

actual 	estimated 	operations 	
basic 	Total 

	

commodities 	proposed 

Humanitarian assistance 	40.0 	85.0 	125. 0 	10, 0 	135, 0 

ReconstructiOn end development 	29.7 	15.0 	227. 7 227. 7 

Food and nutrition 	-- 	---- 	--- 	1.11-570 	185.0 

Industrial production 	-- 	. --- 	— 	 155,0 	, 155.0 
Transportation and rniseellaneous 	- . -- 	-- 	- 17.3 	30.0 	. 47.3 

Commercial impoq program, 	226.2 	, 239. 0 -- 	—7-- 	, ---- 

Teehnicarsupport.  . 	 16.4 	15.0 

	

' • --- 	--- 	--- 
0e0elopmee1 loans,- .,  	. . 	50,0 , 	--- . 	— 	--- 

TetaL' ,.. ,. 	312:3 	404.0 . • 	370.0 	' 380.0 	750.0 
I 

Three new ,prograin budget lineS have been introdnced in the FY 
1975: request .: "Food alid NtitritiOe ; 'Pi -vane-don" ; and 
"Ti tincspertation and 'Yfiedellanethil". t..kg' indicated in jblie ,above chart 

$188 inillithr'"Fdoct 1.iiiid - XutritiMir! iiirOgrain caiisti'eiltireii of 
the importation 'bf'C'dn'iliibda.flea. -aeleded" with 'agiigaltural prOdic-
tion."Thelark* 'element i an eltitniitecl '$120 Million for f9rT 

'Other'p jecfe 'gricultu related' imports include 
peltiCidee and ittrbl!eiiiii prbduCts. SitbStantitil 'I:admits of these prild-
nas. are require for the capital intenii4agricult0e associated With 
the introduction of inikable rice undercpreVioug TI.S."ProgramS. 

"Industrial. Productiiiii"; i another new prograin:line Which also 
consists entirely of Import firiaticing. Its Objective is to sustain the small 
Vietnamese industrial 'lector, .econornio infrastructure and sales and 
service businesses. 4nticipatI3d imports include finished goods, raw 
and semi-processed Materials, petroleum products t  iron and steel, 
wood pulp and chemicals. The estimated cost of this portion of the 
program is $155 million ' - 

The request of $47.3 million for "Transportation and Miscellaneous" 
iS:a : conflising .line item. We learned that the "Transportation_ Pro-
gram" consists of nothing more than the provision of $30 million 
for the importation Of petroleum products In that ..both -the "Food 
and Nutrition" program and the "Induetrial 

.
prOgrarn 

also include petroleum products among :their' basie,p .00ranieditiak; the 
possibility arises that this $30 million may diipicate otherTectirsts 
-"Miscellaneous" is the new description. applied: in the Congressional 
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preeptraii.on to the request for $17.4 million in funds to support VAI) 
mfg,sion in South Vietnam. In previous budgets it has been referred 
to a's "technical suppOit." The reqUeSt represents a $2.4 million in., 
crease over FY 1974. 

The three  program lines discussed above 'represent $387.3 mill* 
or 52 percent .0 the $760 millioi request. Th13 remaining funds are 
dividq..1 between two other program 'Iniei.::$27:1 million for "Recon-
strnOtion and Development" and $425 iiJiion for "Humanitarian 
.A:Skstance.",  

breakdown of the proposed "Iteconitr̀ uction and Devel,opreenV,' 
prograin between tOluii.cal assistance and capital investment is shown 
bClOw. Our inquiries ,iii the field iri4icited tat .v Esty little of this 
money will be spent)* ways which would ordinarily be considered re-
construction Posaihlf only the highway project and the Canal dreckk 
ing ;would., Actually fall in thi?t, ,categpxy. In the latter case the $10 
milllQn requested for -4#Pital Wrest/wit .  Nititild be used for the :pur7 
Chase and impottationo two (11.4dges. 

RECON8TfttlqT1 	0,c) :,001.0!:..m ENT 

Iln milliops of dollars] 

..., 1)5110-..440. !.46.ve.160W.4t.'1)0.0 
644144.4.111A,40:." oposali31„ 4 

 goefitloillehtiliAtitOig 0" 
01 .0.41,9,00ifal.a*tititt 
44',14, . Ta.:49r:1-411440 ,. 

ke.lostysilOrWile. 
'Afikiligi .. 	.. 	. 

	

. , 	i!:. PO 
141:$1f, 	AO* 

Technical 	Capital 
assistance 	Investment 

.4.r 

AtrieltIture. 
..•• 
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• 3.•2•.:7;•::::-..4 
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f .".. .. 	
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, .Exiort -  processing pti• ' 

. ..tfgragir °I;i •.:Ii,•,'  4'1 ' • 

1,5 
400 
5.0 
5.0 

„ : 

. ' 	80.0 
31 

7 	219.0 

're.gilitiii.fil,nOthoi'. •V,f the prograni lines reviewed earli(1 j5, 41i 
:nianiiei- of providing 	 scrutinyrotoater4ine 
itelTIs in t.he breakout. Of the VI 	 evelOpinenr.'pro. 
kyani. attggsiOt.that. ...a:go6.(1.44`iii 	 entr,:budtell'Aa,  a 

: .00itital:;.....:*00.Claiiint.pp.t .prOotatill.;;Iti .cic.. .14ion . tOhe $1 () Inil1ioni!or 

.:afectsi* .thera 
.an $80 Vniij.liO1I urea ferthzer. plant. - • • . 
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Some experts point out that : projects which have a large local cost 
componsnt such as the funding of credit institutions dikes and iridits= 
trial. parka Should be financed out of counterpart ituids rather than 
With direct dollar grants. -  

 As the war has decreased in intensity proposals for humanitarian 
assistance in Vietnam have increased In FY 1078 the actual cost of 
humanitarian programs waS;I: 0,milliOn. It is estimated that humani-
tarian expenditures were .  $85 -  Million in PY 1974. For FY 1975 the 
Administration is prOfiosnig a figure of $1 .35 million. These increased 
expenditures also vary inversely with the number of persons On the 
refugee rolls . AID officials said that the former refugee camps would 
be virtually empty by June .80, 1974 In :FY 1972 when only $15'.t 
Million was spent on the refugee program, ttg. Officials reported nearly 
1.5 million. refugees and niaisted. that the f 4/ids reqUeited were 
adequate.  
' U.S..offidiala explain the need far this large increase in 'funds in 

terms of an expanded definitinii of binrianitarian asaistance. In FY 
1975. $104.5 million of the $185 'inilifeiCtIolliFtegnest will be used 
to aid "war victims."' , ,r, .;; -4 :',4„., .i.,..,- , t,:., i,,, , 

' -HUMANITARIAN A3SISTAINGE' 

. tin millionrof dollar 
. 	 . 	 . ._ 

	

Teohnical 	 Basic 

	

assistance 	Grants 	commodities 	Total 

- 	,Ibilueeejellei.- .  -. 	„',:'" —
-. 5 ; 

	

1. 5 	75. 0 	10. 0 	,,, ' 	.80. 
Idld care' ,' 	- 	. 	.0-4.,:. 	1. 2 	7.0  - 	 : ', 	8. 2 , 

S.,...:,,_.... ... .. .: .....  .., 	 , 	6.3 	4. 0 	  ioithare 10. 3 
' tolernivogram  . 	- 	 • ., 6 • 	30. 0 ..........;„ 6.__ 	i 	30.9 

-:Total-. ..,.7  _ 	, 	 9.0: 	116. -0 	" ' ' 10.'0 	.135.0 ■ 

The term "war victims" as used in the F.I7  1975 presentation includes 
. 	:not 641Y refugees in the traditional sense, but also all of tlle.rpreOntlY 

- ' OneinPleyeil who moved to the Cities in eailio;,poriodet. and who were 
t'Pev101A0i.7..VaPlc_ol'ed- -..in $oryleiti.glistgiet40.0tikta*ith the Ava4iean 

c  - 	presence. Riixpanita044 .assigtiiiide ha § come to include all persons dis- 
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ment, village, =few of them were. living :much above the ' subsistence 
level.• Local officials told. us, that only_ 25 percent of the, people were 
able to support;  themselves; .yet they all: had been reclassified out of 
the refugee. status. :Only, a :fraction of those in; the, ETV group had 
land and none of the fanillies in the resettlement. Village hacl-received 
land. The ETV village had a cement-lined well and a new school 
erected, we were told, because it is a "show, village.,The resettlement 
village had neither, . - .- • 
: Both yillages., have been :subjeeted to frequent. ,Communist attacks 
and are located in oluaigjAally. sours. area.. GiVen they  number of huts 
in; the-villagos,,and thopirivate,coMments qf some villagers, there. Wae 
reason to believe thattheactualnuMber of inhabitants :wassignificaatl. 
.below the ;600..pppulati94 Op:ire-cited by thelOcaii,illage 0....isi.  U. S. 
'A?(6■Pialta • tali na.,,that - many;.-,refugees . 1n.ove out or villages i.sueh as: t41.40 
,becaus15' of their poor socuuty-nad the difficultY of Jearning )tyliving;- In 
such situations'Iocal.offigials.oft,en continnetp!repertki.),40pisinents 
9f .refugees and,.cuntnnws toldr47 4iigir, 8,1111t:44itylpfl ,.faloWsn.q-e,s, . ,  :,,- : 
.. 

 
some independent, AMerican.ObSerVerp, §trOngiy-:imiticize the ETV: 

4program;an&thei resetOoment ;effort ;on,t(he grquncls:that,they. are too 
4oSely. related,. IQ Smityi:NOA.Appe go*rnment,,efforts, to extend i,to 
'Presence 410',.c9nkePtOti-,,OT; marginallm :contplted : areas. Senior 'U.S. 
officials strongly deny the existence of a Primal South Vietnamese 
pplicy,-of' 'wing refugees to secure .  contest4d, areas. Based on. our own 

i2Ser.VationS.;. ;briefings .  and:.:6n' ceiWittatiOnti( )Witli:V.S.':officials, It is 
.:Viltdent thatflijs U, in fact, hat Oia,'.1iii3Opelis_ii=betliet:4* * i  there 
_14 ft deliberate PelleY,  14,  

Ameile60 1*itii.lonkiiVeijellee - iit retilitini 01.11C40.4hat witually 
ilt. Of .-tUl*bleliintriiit.'seettreaiette '0 igOutair VIet,ii* is already 
,44'6up1ia.. ;Nil) '0.6i* In soksh 'sifeiill .iif ' OWe',' 01,4194 b.64aiis,§. of 
,pnused arab1ela44-bdiflitr3#*14 1-and;6f VlialthiilliWiitietate4 aiii.#- 

. c`nlitiValted -,r1del.6,ii..d'.4'iv.hiCli,g3ieral'hiindreit thOuSandli4'rginis can 
be ', : tesettled, 'A Ittige' likkiOn• Otitis' lira "Vvaii 'Said tO fbe' in, Military 
-11,6giOii-rn.:- . 018selaAlifie, WO iliSiiiiliigs,, • ;-sitniaion, poiit out that i4  
"i1Y6 iiira iii'4,4010. iiiitIonbtedly'#ei,V4on[ , ted ,orenerny held 'areas. 
" ThuS. fairthiWaigon'goVeriSint'hiW0e „onie.4:8i'diSco*age sd'ilie, 

 population nOW Underits contra frnin inevinglift4 'ebkittOtaarreaelf 
. the ,government *1040 A-0: -,0.004,001€0,*911,04,0epor_mc114 the same 
..t.iltp,m4404,1:i it0 -40.0-1....weilholn,,orpAgyA-TrOjit4ry operatiOns will ' 
...1.4 teoito•L'Vh6ke :are iii.'nurab4.ot areas in the South , in which such 
tnliertttions pdas;now;.• ping on W ,.,,,„,. 	' 	:--, 	'. 	• 	. 	. 	- 
tige ,Soine of g.0.0A ftd”. land', hach the gpve, mment and AID have in 
4nindf,-.:Paidt6tda0y.  in Milititry:Eegiox4::LIImarlie .-'41.14 *Web' has 
404OntAr'16040041A4* w, thtigant,iy.• sidS.:..: We .,w.,(4s toti,,..:,M, 

iono,0,:.ohsoN 0,04, ..ty:,,...0..fn e" ,  ' ' Oil: that the •Saig* 7 , 
kik* h424.0jat . ' ';,,It4Q oikti; ' .-..' 	: ns,,,tdo.,:onfkg.;.that 	 ,V, 
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able than'life in -refilgee Can* or in 'the cities, but he ebgerte1 that it 
is difikiilt to ilesetibe any of the ontrent piing as hurnanitatian relief. 
The RV reeettleMents :and ."oity' to village" programs are perlia.p4 
more 'appropriately' described s welfare prograniS *hid). -  have the 
effect of facilitating the government's ability to contra the refugee 
population. 

The refugees and Urban -  unemployed preSent a real dilemma to the 
Vietnamese governinent. If the people remain in the camps and cities; 
they .. present: a politibal]cprobleni as well as a further -Welfare burden 
on an alte-gdy oYer-eidended n4101121 .  budget. Moving them to rural 
areas, as proposed, -wolild,Shift the eocitionfic'`Support burden from 
the national budget to the people' ;theft folveg .ittid ,  to the natural  re 
sources: of the lthid-,7,preshmmg land is available v HO*Mrer2  the trans-
fer of tieOple. out of camps and th'e 'ditieS"createS a pepUlatfon d6iitrol 
prOblenrby::•*pelgin,g them to contact *ith,the: Viet 'Con*,'i The &IVO! 
'pro1iiSe:10tVedii thiliter3r ooutiol arid econothie sUrvival is the place-
m.eilt of war vietiffistfkljteviOuSly titioUltivated_ rand in Overnhaerit 
controlled or iiiargifiallyi.contiolled'areaS.'Bkit theienelanda require 
large ainOunts dj ditp$01 Ihi7et1nent fat' roads and land 'Oleo/mg to 
male -thott.'4d66,4§ili16'plalatoslo.:Tli#4164611 ate the lvarlibtithS themi-
SelVea CO:Sider MY Matter 'Where' they are. 

, "ie." 	 * 
The t" .L.,. 489;::or Pci,641 : ,,,E =Pace, ,Fograna. has operated inhYlet-

,riam,Aneli,40,08.11'.,In. the perlottip**Ta, Rt.: 00, 
ProdtietOlOte.i06*0 the VietnaineSe goverrithent., The total Value of 

 in FT.1'4 was $24 nuth^i 
The. AU 0 porkmewi1i continue to be a Major condUit for the 

11:a1.** of ,TJ*,_;Leconerril'oaid to $.entla Irietnain in1 1,Ti  MO, Sigr  
nificant q. 	1011:411 : ix]..tei:the.iigh:(r-rett. the .prOhable ,.4ia° Of the FY 

• , 	 • 	 , 	 , 	• 	 • ••• • ■ 	 r 	 • 	, 	.• 	• 	 • 

-4075 .,prOgrani::The,48.1P.Nlissionnr §mgon provided us 	4 list of 
:0#"tOtalWgg'.r. T. •r,nilhion We were given 

another Ifsk,intWashingtm .,3*10** Minch larger amounts of  corn- 
modi,ties calcii1ate& at lOvOrtuut: prices. The total' 6:*t the larget 
IRotloitwo„040.1.ated "Washington but 00...exilake: 	

. 	
s prices 

ainolinti4610.6 	 — 

,Jatii/ERNMErg -OPI,ON'AM 1111:£1 101,0100bCOOAL *RIM; A Or Ai1Af4, 1974 

,AlteeMentti 	, De(10eAtis 	1 ' • 

	

Quant1ty 	. 	Qiieritlbje 
Comineditlf . : 	 Ametr lc tons7, - 	Amount -  (metric tons) r 	Ammint 

R i co 
	' 

t,  - ------- -: - ,----: --'-'::.....-4...,-,..ii-,., -`'.... -• z..i:-,‘ 5,,; 	
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MIL dollam in mil1iorg41 
'1,T$A1b, Saigon: 

Ric e, 100,000 MIT (metric tone) 	  
Wheat; 100,000 M/T 	  
Corn, 20,000 M/T 	'  
Cotton, 100,000 ha,les 	 , .. 	, 	 J.,. 	 
Tobacco, 11,000 	/T 'Oloth,f)14cli ad Virgin* 
Vegetable oil, 5,000 M/1`. 
Chicle oil, 7000 11/1/T - 	

■ 

Total 	r-- 	 
USATA Washington.: 

Rice, 243 40014/T 	  
Wheat 240,00011414D 	  
Corn, 1.00,000 aVI/T 
Cotton, 1110,000:M/T, 	 ' 	 
Tobacco, 8;000 MIT 	 . 	 
'Vegetable 4..10,200 1VI/T  .! 	 . 

$ 
 

' 	' 	ff. 81  
1. 8 

25, 0 
30. 8 

2. 3 
3, 3 

	 um 

3.27, 1 

On the basis of past expeilence, die $195 million figure. is probably 
the more realietibeAt the beginning of .1rt , 1974 that .  year's prOgrarn. 
wn projected 11110. million,: Durink the ourge of: ,thO year agreeL 
Ments`Vere 'Ante itOtalled. Over $380 million. Following 
thb.lebniptiolfer,Geileria's ruling regarding Section 40,. deliveries *ere 
Opareritlf 4ovbaelt, to the 'Yr lint total of $245 million mentioned 
(ai'1ir. or i0 miMioii MOrethan original projected. Given the pres-
ent 'Stlit6..cif production itilTiOtna*thOe is no 'it •Ijrichii re#SOli to belie'lre 
that P.L.', 480. Wiffbe haliYed to #21 rililhlon Or ovprf otitto$160 
A:T13 . 	 aCknisivgedged that theiV$1130•
figtre WksWardwótld'prAb rabli risei'particiiiiiii31 ciolgio,:s did 
not appOOpriiittet,  the till $T56 Mil ion 'aid retitgst: 	• 

X. onsimoutioils ON EO*01110 ASSISTANUE 

'Xhau 	g th i19t.tiiI1lion P.T. ,  480. estimate ‘tlieiT 1r 19 Tkek,,otiondO., 
assistance IT4Ook; for Vietnam *aunts to $945 million 0f  
8iir..potoeut,:44*,..eivrinairked for'. inipci.ifs: 'bask. , ofinivribditied"-ii,(QIP). -, 
$3$01MilliOn..40ickiital,:investMentnv'tligo MilliOn.Oarid . :141$, 4803 ,  $195 

While 'the _total; program is. ,presented in termv óf reconstrnc 
tiontfand .develOpinati 0Cf?i is cdrinnitted to identifiable 
peonetraction projects. The hearta *hat the All) prepNitatiOmidetiti-i 
ft& as,,,thOkcievelopmont kisQs?tica ;crifitikorpgram 14, ,repiiiortted4r the 
$219 million of capitai:omVeStMent" items. Within this,totair.dvet4100 
rn] Lion isideSignatedforproldet4.10tiolihafafa:highlboal ,:cost;(Piaieer). 
coropOnent,,,.ineaning: that the 1Vietnaniese, 	 be-free :tO 
use . 	gracutsinyickyki. ,fisrt,atospooifi.6:1. fored.fgrf'.oiohaelIge 
purposes. 

It ie. diifi611k7. to: reach! avtatheri conclusion itlitui that tho .rr 
peogookilje, 	 6,114.03t. aid ri6atfigrazzi#1. 
plrf4A. the ViefOelfiege:',,, ieettivny*ilt ',ItteissiVE* 	otiitside- ic- 
06t/gt uVOrdet ittx.011.6§otticatict tor040 .,a6fibits..Whilo,L,4**4tprOgra*. 
fo*Nitti*ra. 	 itimports of  

thqresentproain  
010,600e qadly..01; tte0940/.g.idtf4flopit*: Some . 	 ,   



46 

point out that there is another way to deal with these problems, that 
is, by attempting to correct the structural problems in the economy 
which produce the fiscal and trade gaps. 

A number of factors explain, the past U.S. predelietion for reliance 
upon "gap filling° with outside resources. The war made it extremely 
difficult to consider any major economic reforms, or long term develop-
inent planning. It also .prodtiCed serious' bbaidmid strains which, had 
they not been promptly dealt With. Might haVe undermined the Saigon 
government. (lap filling has specific advantages. It can be quickly 
implemented and is responsive to erisiS- management. It also pro. 
duces.. demonstrable short, term results, Because it is 4 .titt,:nt1fiable and 
requires a roiniinnin understanding of the structure and the. economy, 
it is easily grasped by policy makers. Moreover, it fits Well into the 
annual planning cycle necessitated by the Congressional aiithorization 
and appropriations :process. The strategy. , was feasible in Vietnam 
(luring the years ofAmerican troop involvement because large amounts 
of aid and dollar exchange were available? 
, Correcting, the ,stituctural tle6.0fmciesf 0, the eizoficlfty;! On the other 

hahcb: is a 10,n.g tarrn,,preeSs reqiiiPing the stinin•on of economic 
gtOwthf and tl*.peorganization of the tprocliietiva basa,of the economy. 
Posuit,of sueh.a. strategy would have required a deep understanding 
of; both the Vietnamese. society and economy,,. something which few 

omens have eyer acquireclerBecauseeeonsume growth is destabiliz-
ing and structural change is resisted,, programs designed .. to acorn, 
phsh p,uekobjeetives have strieng pelitfcal implica0ons. Neither the 
Amernansinorthe Thieu ,Government wished to loose7 such forces in 
the context of 'Vietnam, dining, the late nineteen sixties and early 
seventies. Moreover, there was no :need to take; risks as long AS aid 
appropriations and troop spending were plentiful. 
. The emphasis placed on economic development in the presentation 
of the FY 1975 program to the Congress conve;ys the impression that 
the strategy of 11,..R. , 6eonoinic assistance policy an Vietnam is shifting. 
Careful: analysis 'reveals that there is no apparent ShiftAway from 
external financing in :favor of inducing structural changes in the 
economy. The economic development programS suggested are to he 
superimposed on the present.econoikustructurc,Apparently not even 
the removalof the highly counter-productive policy of low rice prices 
is' being ,contemplatedt, This policy ranks with. the ;constant exchange 
rateyblicy from 1987, t.o 1918..asm Majorinhibitor of economic growth 
ifl 1Vietnata. 

Another area. of concerivin the U.S. aid prograin in Vietnam is the 
planning process: Both American and Vietnamese :officials say that 
lack Of . planning: and :inadequate coordination are'rnajOr problems:. 
There is apparently little coordinated economic planning - between 
the.!IT4S. AID Mission end 'the Vietnamese: government: The AID 
Mission has the Potentia140 inflnence ,  economic - decision niaking.bef: 

 cause it haothellitgest wadi mot: capable staff of , economic. planners 
in the eMintrV'tas: *AIL as•;iilifinaaffemoritrol over resonuces.lor specific 
brograros,i iVietnamese: eaciniiinkiplanningt and inipleinentatioh iapa-
bilitiek on the iother hand, are quite Thnited. Vietnamese 944. -']foreip 
oftleia414, told us th at *conomier pl waning 'in time Vietnamese,goYernment 
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occurs on a, piecemeal basis. A similar observation was made by a group 
of International economists in a series of reports on the Vietnamese 
economy. One of these reports states : 

All the ministries that have a central roleto play in rebuilding South Vietnam' 
economy have preparedicemPrehensive plans covering their respective areas of 
rogoonaility ... they (the Meng) remain to reviewed by some central body, 
to establish how these individual plans' might lit into a comprehensive program 
and where the pridrities lien In fact, . . there is 'yet no such comprehensive 
program, except //or ,aome highly aggregate, mom-economic projections which 
however, dO oot show much. ,r It is, therefore, *  not yet possible to speak of a 
Government program, but only ,Of a large number of individual plans. 

The process of integrating these ungoordinated Vietnamese plans 
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the proper incentives and is allowed to operate without controls. It. is 
reasoned that if it has not done so in the past. it is because the exchange 
rate favored importation and Marketing rather than industrial pro-
duction and exports. This approach seems to ignore the fact that 
investor confidence is low. The insecurity resulting from the war and 
the tennous state of the .economy prompt the short term profit taking 
and capital flight which still pervade the Vietnamese scene. There as 
no reason to believe that massive amounts of new aid might not again 
be redirected overseas ratherlthazi reinvested in Vietnam. 

The major *exceptions to the free market approach to economic de. 
veloprnent are a foreign exchange reserve for petroleum and fertilizer 
and the rice price policy. The former is understandable given the 
Critical nature of these items to the'eaonorny. The'latter is regrettable. 
P.L. 480 ricels being used :to hold thermarket value of rice clown. This 
discourages agricultural production and reduces savings in the rural 
areas with the result that the United States now finds itself supporting 
agricultural credit and capital improveniorit programs. Mils, in the 
major sector of the South Vietnamese economy U.S. economic aid 
policy is discouraging production and the accinnulation of capital. 

The major premise behind ths Administration's request for $750 mil-
lion in economic aid is to provide enough funds to generate domestic 
klANiTigii so got over a, longerperioct Vietnam, might besolue economic-
sillYp Self -sUgiaining. Many obsorvem expromsed, doubts as to the likely 
onsmo Of such a Mgrami 

The analytical base of the *750 rnihion Arograxo. WAS provided to us 
in ,a preliminary stigly,done br the AID mission ,in 'Saigon. The study 
hypothssised two raid scenarios. Both scenarios assumed P.L. 480 ship-
Mantis - at $160, million, per year overithanextiOnslears anci;af military 
conflict: acievels, no greater than present.fTheftratscenario limited aid 
over the next four years to $300 million per year at 1074 prices. Under 
flume, eonditiOna the epoD op-40, growth rate wasprojeated at 2.8 percent, 
or lust enongli tO -  match 'the. IpopultAion:eXpamilOiti ;PK-capita iiicorne 
would not ixresse and overall econoinieconditinnww,ould remain ,more 
Or le4P AS they are at prep] 

The second scenario ,  er 
followed.hy two 1fenTo,01 
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Vioti4mese'clortiestic savings become large onOugh to be important In 
the dthitat Of the total ectinotny: . Tho assumption that Vietnam ,  will 
reeeilre $150 ,grant Mid loan aSSiataiice froth third einintry 
sources eadci: 'pa' for the next four yeaAlIeenisfreastmable.'iniplieit in 
this assumption is the belief that there will te:n6 'Major shifts hi the 
domestic polities of 'France, Japan: and. 'West Germany: Our clisens7 

 sionS' 'with rfbreign observers in SaigOit'indidated a reluetariee on the 
part 'of the principal 'donors to expand aid beyond FY 19741.evels. 
Some of the govetninents cOneerned Mire learned, moreOver, that the 
Vietname:Se 'gokrerrinient in many GUAile$ ;hag notidevised projeeta for 
the use of the noili-t;S. aid alreadtdonniiittecl. • ' 
The FY 1975 figures provided in the AID Cliatt below are very specu-

latiVe. For instance, $50 thilliOn IB11,35' (World. Bank) figure listed. 
under loan aSsistanoe' is to cOrfie.froin the International DeVelopinefit 
Association (IDA.). IDA: presedly natio loanable funds and is await-
ing the clevtince of the IV wspmisbmet4 by the major donor nations 
Of the -W(314d. 

OTHER DONOR ASSISTANCE COMMITMENTS TO VIETNAM, 1970-75 
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this geometric progression will continue as the opportunity for export 
of specialty products and easily ,exploitable natural resources dimin-
ishes. Furthermore, the . projeetion is. dependent, on full funding of 
the aid request and continued high commodity prices on the, world 
market for, Vietnam's exports, 

The most controversial of these assumptions as that dealing with 
foreign private investment ,because it nece,ssitates the extension of 
coverage by the U.S. Overseas Private Investment Corporation 
(OPIC) to South Vietnam, -Should, such coverage he extended and 
significant investment flows result, it. would mean that 17,$. private 
investors would provide, dollar exchange -flows in "the form of direct 
investments. If the inves,tments are lost as a result of acts of war or 
expropriation, OPIC .  or, in other words,. the U.S. Government, would 
absorb the losses. At present, ,South Vietnam has only. QUO permanent 
U.S. industrial investment, Foremost Dairies. ,  Foremost set up its 
plant to service a Department of Defense ;contract. How attractive 
Vietnam would be to other firms when and if political risk insurance 
becomes available is unknown.- - 

The size and nature of the proposed FY 1975 Vietnam economic aid 
program are a function of a, number of factors. First, the program 
reflects the intention of the Executive Branch to support the current 
military and political policies Of the present Vietnamese government. 
That government's top priority is, of course, self-preservation which it 
seeks to ensure primarily by means of a large and costly military estab-
lisment and highly centralized internal political controls. Within the 
Vietnamese government economic decision making and development 
planning' are, to a large extent, subordinated to military and political 
considerations Insofar as is possible, given the exigencies of the mili-
tary situation and the internal policies of the Thieu government, the 
U.S. aid program has been; designed to provide ationthnic .solvency 
through budgetary and foreign exchange support in 'a manner which 
will also contribute to economic growth and reconstruction. 

An appreciation of this fact is essential to an understanding of the 
FY 1975 Vietnam aid program because U.S. official‘in Saigon and 
Executive Branch presentations to the Congress -  consistently convey 
the impression of a different set of priorities ThiSiiilhistirated by the 
tile of the aid.request"The Indochina Postwar Reconstruction Pro-
gram." The war, goes on, however, and promises to continue for the in-
definite future This reality determines the pifigtait's principal re-
quirements and it Kverely .constrains the feasibility of th&reconemic 
development, Ow/Jail:lotion and humanitarian aspects of the proposed — pro,gram. 	 , 

Given these facts the FY 1975 request must be itittged 
stance on the bags of whether it is necessary and desirable inleribs of 
U.S. interests to continue tOEsupport the government of South Viet-
nun. The considerations involvedt ,in this question are well knoWn and 
require no elaboration here. 

If 'Support for South Vietnam is adjudged to be in the U.S. interest, 
then-iit -appropriated to consider -whether theccat, of the .FY 1975 pro-
gram isireasOnable Whether it is sound and, got hapsvast4awortagtly, 
wilepherit gan proCluces,Wilitt ittprOmise& We isno.ountiifedliOle &WA 
thak:khO "SatillAta requestedi : atermoire than ladeqbate tooneet Saigon's  

needs,buti woJonot:ant6red. 	 iskeptioism athout  
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the prospects for rapid or sustained economic growth given the serious 
existing structural and resource deficiencies of that economy. 

If the Congress chooses to continue economic aid to Vietnam, the 
two scenarios mentioned earlier suggest the implications of alterna-
tive levels of funding. Neither provides any assurance that the United 
States can extricate itself entirely from supporting the South Vietnam 
economy. The first scenario suggests an indefinite continuation of aid. 
The, second holds out the hope—and given the magnitude of the as-
sumptions it can be called no more ltha,n a hope—that economic aid 
could taper off more rapidly if the Congress would allocate more 
money now. 

The Administration's program assumes that the present hierarchy 
of military, political and economic priorities will be perpetuated. A. 
number of knowledgeable observers argue that it is the size of Viet-
nam's military establishment that constrains economic development. 
They point out that one million men under arms is too great an eco-
nomic burden for the South Vietnamese to carry, even with substantial 
military aid, and that even the more restrained American government 
assessments of South Vietnam's ability to increase its productivity Etre 
unrealistic. One--U.S. official with whorn we talked summarized the-con-
sensus view very succinctly stating that, although there is talk of the 
South Vietnamese striving for self-sufficiency, this will only be possible 
when lovver levels of military activity permit a reduction in the size of 
the military establishment. 

It is difficult to imagine how such a change can he brought about. 
Many observers, including some U.S. military officials, believe that 
Saigon could affect significant savings through a restructuring of its 
armed forces and a moderation in its aggressive defensive posture. At 
the same time they recognize that the possibility. of making such 
adjustments is greatly constrained :byr the reality of the North Viet-
namese threat and the political leverage of the South Vietnamese 
generals. 
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d6VelOp1nent in the North arid possibly, in •inie, settle for a tacit cease-
fire. A major 'eleinent in this reasoning is the belief that Hanoi cannot 
be certain of large scale open-ended military support from China 
and the Soviet hi the absence of such an assurance, it is be-: 
lieved that Hanoi is not May 'to launch a major attack against the 
South. ' 

.There is another school of thought, -which includes Many American, 
officials,' with grave .:ftbotit the south7g to overcome 
its econOinic prOblema even with American aid in the amounts re , 

 Tiede& qh(ise iiirholiold this View argUe that time is on the side of 
the North in both military and economic terms. They reason that 
Hanoi,' despite its pWri economic problems,_:. can maintain and even 
iticrease.its present pressUre'sgainst South Vietnam: As long as large 
and .powerful.•Comniuniat forces .  renrivin poiSed in,  the South, they 
say, .Saigon will be compelled'Inniairitain its'costly military, eStab-
lishmene- MoreoVer, uncertain security conditions will 'continue to 
impede significant economic growth. As Ding as thisis the case, - Sauth 
Vietnam will continue to be 'heavily 'dependent upon U.S. military 
and econoMic. assistance. 

While 'South Vietnamese civilian officials readily ackiiewledgethe 
serionsnese of their -economic Troblerns this recognition is not re-
flected hi their planning and dedision malting. With a few exceptions, 
South Vietnamese officials tend to view their economic problem as a 
function solely of how much assistance the , TIS: 'Congress will pro-
vide.[ ,Th& goverritnent appears uilwillmg, or perhaps considers itself 
Unable; tol face the political:consequences of asking the vested interestS 
within its own society t0 , 03$41110 a ;greater share of the economic bur-
den. of of the war or tb ask its,own people to accept greater sacrifices. 
If sufficient outside aid .  is fortheoining, they need net do eitheri - 

. On the basis of what we Wero able to observe; very little realistic 
planning for economie growth hat gone on either within the Viet-
namese or U.S. government. Most experienced economists believe that, 
a genuine development program ,  for .South Vietnam would require a 
much longer time period than the, program described to the Con-
gPegk pekr110,ps as long as ten to fifteeti yeatp 

littlerthonglit apPearS 7.to likIebbeit g.iVen to the problem 
O llow the Wirth Vietnathese',Overinnett cdUltl: adjust tO hadleVels 
Iowa than thoge •eqUeeted by the Eldeeutive Branch. SuggeStionS that, 
&kith Vietnain oentider ,diVerting MorereSburces from the inilitaa+ 
to tTe biltiliati:stelop of its ectiiiiPMY are geileally disinissett by U.A. 
offieials -  arS.  tooItliky; gtV.ene*Obli ittlieular*V4pOlte believes PrieSident,  
Thiett *Odd Voluntarily opt-Mt st(1311 w atilt 	ottliat 
United States is likely to urge; him to do so. 	 '• 

IA610,  their Min dbViter4 thepattieS tO: the Tietniviteae ,  otifliet 
appear Unlikely to make any Otigresa'tolVard 	Settleinent _ 	_ 	. 

Ealfthe 
are 	 ovoid,  

ThOl 
terin,faec. 
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Given their seemingly irreconcilable differences and their mutual 
mistrust it is—and probably always was—unrealistic to expect the two 
Vietnamese parties to make the Paris Agreement work. The more 
likely prospect is that the war will go on as long as the outside powers 
continue to provide the necessary resources. For this reason, many 
observers now believe that, just as the original Agreement was 
brought about from the outside, the great power sporsors hold the 
key to further progress toward a real cease-fire or a political settle-
ment. The approach to this problem most frequently advanced by 
those with whom we spoke would involve an agreement among the 
United States, the Soviet Union and China to reduce drastically the 
flow of military assistance to their clients. While the nature of the 
current military situation, particularly the existence of large Com-
munist stockpiles in the South, might require asymmetrical con-
straints, the prospective -costs and risks to all concerned of continuing 
the current military confrontation suggests to many the need for a 
.renewed effort to find a lasting solution to the problems of Vietnam. 

We could detect no evidence in Saigon of active policy initiatives 
eminating from Washington directed at a solution to the problems 
left unresolved by the Paris Agreement. What we saw and heard, 
including conversations with senior officials, suggested to us that our 
present policy toward Vietnam is directed to the maintenance of the 
status quo at a time when Washington's attention is directed else-
where. 

In. the absence of such efforts, there seems to be, at best, little pros-
pect Of anything but a continuing military struggle and, assuming that 
the maintenance of South Vietnam remains a U.S. policy objective, 

continuing requirement for U.S. economic and military aid. 
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