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Nguyen Duc Thang graduated in 1951, from the University of Ha Noi with a degree in mathe-
matics. He later graduated from a French-Ǌǳƴ ƻŦŬŎŜǊ ǘǊŀƛƴƛƴƎ Ŏƭŀǎǎ ǿƘŜǊŜ ƘŜ ǿŀǎ ŀ ŎƭŀǎǎƳŀǘŜ ƻŦ 
bƎǳȅŜƴ /ŀƻ YȅΦ Lƴ мфруΣ ƘŜ ŎŀƳŜ ǘƻ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŦƻǊ ƻŦŬŎŜǊ ǘǊŀƛƴƛƴƎ ŀǘ CƻǊǘ [ŜŀǾŜƴǿƻǊǘƘΣ YŀƴǎŀǎΦ 
By the early 1960s, Thang had risen to the position of commander of the Fifth Infantry Division. He 
ǿŀǎ ŀ ƎƻƻŘ ƻŦŦƛŎŜǊ ǿƘƻ ƳŀǊŎƘŜŘ ƻƴ Ŧƻƻǘ ŀƭƻƴƎǎƛŘŜ Ƙƛǎ ǘǊƻƻǇǎ ŀƴŘ ǿŀǎ ƪƴƻǿƴ ǘƻ ōŜ ŀ άƳƻǊŀƭ Ƴŀƴ ǿƘƻ 
ŘƻŜǎƴΩǘ ǿƻǊǎƘƛǇ ƳƻƴŜȅ ƻǊ ǇƭŀȅƛƴƎ ŀǊƻǳƴŘΦέ   

Like some of his American counterparts, Nguyen Duc Thang believed that the most important 
problem to be solved in South Vietnam was the crisis of leadership. He rarely entertained the possibil-
ity of directly entering the political arena. While he was in favor of a greater use of American airpower, 
ƘŜ ǘƻƭŘ DŜƴΦ 5ŜǇǳȅ ǘƘŀǘ άƘŜ ŘƛŘ ƴƻǘ ǘƘƛƴƪ ǘƘŀǘ ¦Φ{Φ ƎǊƻǳƴŘ ŎƻƳōŀǘ ǘǊƻƻǇǎ ǎƘƻǳƭŘ ōŜ ōǊƻǳƎƘǘ ƛƴǘƻ ǘƘŜ 
ŎƻǳƴǘǊȅΦέ 

5ƛŜƳΩǎ ǎǳŎŎŜǎǎƻǊǎ ŜƴŘŜŘ ǘƘŜ {ǘǊŀǘŜƎƛŎ IŀƳƭŜǘ tǊƻƎǊŀƳΣ ōǳǘ ǘƘŜȅ ŘŜǾŜƭƻǇŜŘ ƴƻ ŀƭǘŜǊƴŀǘƛǾŜ 
program for gaining control of the countryside. Nguyen Khánh, a one-time leader of the military junta, 
raised the theme of expanding the war to the North, but was not interested in pacification of the 
countryside. U.S. Ambassador Lodge enthusiastically brought Lansdale back with him to SaiGon in Au-
Ǝǳǎǘ мфср ŀƴŘ ŀǇǇƻƛƴǘŜŘ ƘƛƳ ǘƻ ōŜ Ƙƛǎ ƭƛŀƛǎƻƴ ǘƻ {ƻǳǘƘ ±ƛŜǘƴŀƳŜǎŜ ƻŦŬŎƛŀƭǎ ǿƻǊƪƛƴƎ ƻƴ ǇŀŎƛŬŎŀǘƛƻƴΦ 

The basic concepts of the Revolutionary Development (RD) program were begun by Tran 
Ngoc Chau in Kien Hoa Province and further developed by the CIA with the creation of so-called Politi-
cal Action Teams. The goal of RD is to win over the population to active political support of the govern-
ment. 

¢ƘŜ ŎŀŘǊŜ ƻŦ ǘƘŜ w5 ǇǊƻƎǊŀƳΣ ƻǊƎŀƴƛȊŜŘ ƛƴǘƻ ǘŜŀƳǎ ƻŦ ŬŦǘȅ-nine people, were put through a 
ten to thirteen-week training program at Vung Tau that was designed to instill in them the political 
motivation necessary to win over the population at the hamlet and village level. The RD cadre was 
supposed to carry out a variety of functions, ranging from surveying grievances of the peasants to 
rooting out the political infrastructure of the VC, as well as undertaking construction projects that 
would improve the daily life of the people. 

Gen. Nguyen Duc Thang James McAllister 

SACEI is Proud to Introduce to You Our Centennial Issue. 

VIETNAM 1966 
1966 was a fairly quiet year during which pacification, counterinsurgencyτwinning hamlet level 
hearts and minds, providing securityτbecame a larger focus. 
The NVA was successful in overrunning an isolated, poorly manned, defended and supplied Spe-
cial Forces camp in the remote A Shau Valley in March of 1966. 
Unending struggles for political power among the generals and political factions continued to 
hamper national unity in Vietnam. Inflation was relentless and prices had risen 40%. This was due 
to GVN budget deficits, military expenditures, and economic dislocation. 

http://www.sacei07.org
http://www.sacei07.org/
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The control of the program essentially passed from the CIA to Nguyen Duc Thang and the Sai 
Gon government over the course of 1966. He established his control of Vung Tau by appoint-

ing Tran Ngoc Chau as national director of the RD training program. It was estimated that after a period of two years only half 
of the villages in South Vietnam would be pacified and ready to vote in national elections. Progress in pacification might have 
ōŜŜƴ ƴƻƴŜȄƛǎǘŜƴǘ ƻǊ ƘŀǊŘ ǘƻ ŘƛǎŎŜǊƴ ƛƴ мфссΣ ōǳǘ ¢ƘŀƴƎΩǎ ǎǘŀƴŘƛƴƎ ŀƳƻƴƎ !ƳŜǊƛŎŀƴ ŀƴŘ {ƻǳǘƘ ±ƛŜǘƴŀƳŜǎŜ ƻŦŦƛŎƛŀƭǎ ǿŀǎ 
greatly enhanced by his central role in the 1966 Constituent Assembly elections. The prospects for successful elections were 
not very bright since the Buddhist opposition quickly decided that it would boycott the elections.  

.ȅ CŜōǊǳŀǊȅ мфстΣ ǘƘŜ /L! ŀǊƎǳŜŘ ǘƘŀǘ ǘƘŜ ǇŀŎƛŦƛŎŀǘƛƻƴ ǇǊƻƎǊŀƳ ǿŀǎ Ŧƛƴŀƭƭȅ ƳƻǾƛƴƎ ƛƴ ǘƘŜ ǊƛƎƘǘ ŘƛǊŜŎǘƛƻƴΦ ¢ƘŀƴƎΩǎ 
main task was to ensure that the RD cadres and other village officials were fulfilling their responsibilities to the people in the 
hamlets. He spent most of his time out in the field, carrying out surprise inspections of the RD program. 

Thang was apolitical. However, the 1967 presidential election greatly altered the political landscape in South Viet-
ƴŀƳ ŀƴŘ ŎƘŀƴƎŜŘ ¢ƘŀƴƎΩǎ ǇƭŀŎŜ ƛƴ ǘƘŜ ǇƻƭƛǘƛŎŀƭ ǎȅǎǘŜƳΦ tǊƛƳŜ aƛƴƛǎǘŜǊ bƎǳȅŜƴ /ŀƻ Yȅ ǿƻǳƭŘ ƭƛƪŜ ǘƻ ōŜ ǘƘŜ ƳƛƭƛǘŀǊȅ ŎŀƴŘƛŘŀǘŜ 
for the presidency, but Chief of State Nguyen Van Thieu made it clear that he was unwilling to meekly step aside. In the mid-
dle of April 1967, Ky informed Lansdale that a meeting of the generals had decided that Thieu would have to drop out of the 
presidential race and that Thang had been selected to inform Thieu of this decision. Why Thang accepted the assignment of 
ŘŜƭƛǾŜǊƛƴƎ ǘƘŜ ƎŜƴŜǊŀƭǎΩ ǾƛŜǿǎ ǘƻ ¢ƘƛŜǳ ƛǎ ǎǘƛƭƭ ƴƻǘ Ŝŀǎȅ ǘƻ ŘƛǎŎŜǊƴΦ ¢ƘŀƴƎ ŀǎƪŜŘ [ŀƴǎŘŀƭŜΣ ά²Ƙŀǘ Řƻ ȅƻǳ ǿŀƴǘ ƳŜ ǘƻ Řƻ ŀƎŀƛƴǎt 
ŀ ǿƘƻƭŜ ǎȅǎǘŜƳ ǘƘŀǘ ƛǎ ǊƻǘǘŜƴ ŀƴŘ ǘƘŀǘ ȅƻǳ !ƳŜǊƛŎŀƴǎ ƪŜŜǇ ƘŜƭǇƛƴƎ ǎǘŀȅ ŀƭƛǾŜΚέ 

In early May, after another meeting of top generals, Thang did indeed visit Thieu in the hospital and told him that 
the military requested his withdrawal from the race. Thieu refused to withdraw from the race. The impasse was resolved 
when Ky somehow decided to back down and accept the position of vice-president on a ticket headed by Thieu.  

The postelection conflict between Thieu and Thang would turn out to be a protracted and complex struggle. Thang 
was ordered to restructuring the fundamental relationship between Sai Gon and the corps commanders. Ending the power of 
the corps commanders to appoint and protect corrupt or incompetent province and district chiefs would enable a reformist 
and determined Sài Gòn government to carry out its programs. This would have been a revolution should he succeed. But 
Thieu was unwilling to move forward. Thang decided to resign from the ARVN in January 1968, due to his lack of support 
from top officials in the GVN. Thieu explained that the army had supported him in his quest for the presidency, and he was 
ǳƴǿƛƭƭƛƴƎ ǘƻ άƛƴŘƛǎŎǊƛƳƛƴŀǘŜƭȅ ǘǳǊƴ ŀƎŀƛƴǎǘ ǘƘŜƳΦέ 
 ¢ƘƛŜǳ ǊŜŦǳǎŜŘ ǘƻ ŀŎŎŜǇǘ ¢ƘŀƴƎΩǎ ǊŜǎƛƎƴŀǘƛƻƴ ŀƴŘ ŀǇǇƻƛƴǘŜŘ ƘƛƳ ŀǎ L± /ƻǊǇǎ ŎƻƳƳŀƴŘŜǊ ǘƻ ŀƭƭŀȅ ǘƘŜ !ƳŜǊƛŎŀƴǎΩ ŦŜŀǊǎ 
of a crisis. The Tet Offensive, however, revived the issue of speeding up reforms for some officials in Washington. The CIA 
requested that Thieu appointed Thang as the minister of both interior and defense with the power to reorganize all com-
mand relationships and to remove any official he deemed necessary. 
 In April 1968, Thieu finally announced his own plans for ARVN reforms, and they were very similar to the ones Thang 
ƘŀŘ ƭƻƴƎ ŦŀǾƻǊŜŘΦ ²Ƙŀǘ ǿŀǎ ƛǊƻƴƛŎ ǿŀǎ ǘƘŀǘ άǘƘŜ ǇƻǿŜǊ ƻŦ DŜƴŜǊŀƭ ¢ƘŀƴƎΣ ŀǎ ŀ ŎƻǊǇǎ ŎƻƳƳŀƴŘŜǊΣ ƛǎ ŎǳǊǘŀƛƭŜŘ ōȅ ǘƘŜ ǾŜǊȅ ǊŜπ
ŦƻǊƳǎ ƘŜ ƻƴŎŜ ǳƴǎǳŎŎŜǎǎŦǳƭƭȅ ǎƻǳƎƘǘΦέ ¢ƘŜ ŦƻƭƭƻǿƛƴƎ ƳƻƴǘƘΣ ¢ƘƛŜǳ ŀǇǇƻƛƴǘŜŘ ¢Ǌŀƴ ±ŀƴ IǳƻƴƎ ŀǎ tǊƛƳŜ aƛƴƛǎǘŜǊΦ ¢ƘŜ ƭŀǘǘŜǊ 
ǿƛǘƘ ¢ƘƛŜǳΩǎ ŀǇǇǊƻǾŀƭ ŘŜŎƛŘŜŘ ǘƻ ǊŜǇƭŀŎŜ ¢ƘŀƴƎ ŀƴŘ ƴŀƳŜ ƘƛƳ !ƳōŀǎǎŀŘƻǊ ǘƻ ǘƘŜ ¦Φ{Φ  
 Lƴ ǘƘŜ ŀŦǘŜǊƳŀǘƘ ƻŦ ŀƴ ŀŎŎƛŘŜƴǘ ƛƴ ǿƘƛŎƘ !ƳŜǊƛŎŀƴ ŦƻǊŎŜǎ ƪƛƭƭŜŘ YȅΩǎ ǎŜǾŜǊŀƭ ŎƭƻǎŜ ŀƴŘ ǇƻǿŜǊŦǳƭ ŀǎǎƻŎƛŀǘŜǎΣ ¢ƘŀƴƎ 
decided to resign as commander of the IV Corps. He essentially watched the war from the sidelines after the summer of 
1968.  

Continue on next page 

Gen. Nguyen Duc Thang... 

South Vietnamese Economy (1966-1967) Nghia M. Vo 

The bloody removal of President Ngo Dinh Diem on November 1, 1963 (1) plunged South Vietnam into four years of 
political instability, military inefficiency, and economic difficulties. Due to political instability and the abandonment by the 
ƳƛƭƛǘŀǊȅ Ƨǳƴǘŀ ƻŦ 5ƛŜƳΩǎ ǎǘǊŀǘŜƎƛŎ ƘŀƳƭŜǘǎ ǇǊƻƎǊŀƳ όнύΣ ƎƻǾŜǊƴƳŜƴǘŀƭ ŀƴŘ ǎƻŎƛŀƭ ǎǘǊǳŎǘǳǊŜǎΣ ǘƘŜ ǊŜǎǳƭǘƛƴƎ ŎƘŀƻǘƛŎ ŀƴŘ ǎƻŎƛŀƭ 
void that ensued further worsened the weak political system in South Vietnam. From 1963 to 1968, South Vietnam endured 
ten changes of government. Not only did the government change, civilian instability caused by the Buddhist Struggle Move-
ment and inept government response was also frequent enough to disrupt schools, markets, and daily civilian life severely 
affecting in turn the military conduct of the war. 

{ƛƴŎŜ ŜŎƻƴƻƳȅ Ǉƭŀȅǎ ŀƴ ƛƳǇƻǊǘŀƴǘ ǊƻƭŜ ƛƴ ƴŀǘƛƻƴ ōǳƛƭŘƛƴƎΣ ƛǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ǳƴŘŜǊǎǘŀƴŘ {ƻǳǘƘ ±ƛŜǘƴŀƳΩǎ ŜŎƻƴƻƳȅ ƛƴ 
the mid-1960s when the U.S. roughly had more than 200,000 troops on the ground. 
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ECONOMY OF A COUNTRY AT WAR 
Vietnam was mainly an agricultural country with relatively few minor industries. 

 
Due to insecurity problems in the countryside, 
the productivity of two main productsτrice and 
rubberτdecreased in 1964. Exports as a result 
decreased to VN $1,696 million in 1964 com-
pared to VN $2,685 million in 1963. 
From 1965 onward due to the presence of U.S. 
troops, the total money in circulation and in 
short-term deposits increased by VN $5 billion 
from VN $24,781 in 1963 to 30,329 million in 
1964. 
As security decreased, farmers and their work-
ers slowly and gradually shied away from work-
ing in unsafe areas while new job creation was 
almost absent. As a consequence, the price in-
dex rose 5 percent in 1964 (4) and gradually 
increased with time. 
The other problem was the rapid influx of 
American soldiers who with their liberal spend-
ing literally drove upward the costs of living 
toward the end of 1965. The increase escalated 
as the war got worse. U.S. troops in Vietnam 
rapidly increased from 60,000 to 200,000 in 
1965 to 500,000 in 1967. 
 
 

{ƛȄǘȅ ǇŜǊŎŜƴǘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ōǳŘƎŜǘ ǿŜƴǘ ǘƻ ŘŜŦŜƴǎŜ όǘŀōƭŜ сύΣ ǿƘƛŎƘ ǿŀǎ ŘŜǇƭƻǊŀōƭŜ ŦƻǊ ŀƴȅ ŎƻǳƴǘǊȅΣ ŜǎǇŜŎƛŀƭƭȅ ŀ ǇƻƻǊ 
one. Neighboring Asian countries that were at 
peace during that period, only spent from 14 to 
25 percent of their budget for defense. What 
made the condition worse in times of war was 
local corruption whether through the phenome-
non of ghost soldiers, overcharges for supplies 
to training camps or other excessive local ex-
penditures. 
 
The Commercial Import Program (CIP) and the 
Industrial Development Project (IDP), highly 
touted features of American aid in times of 
peace, fell short of their goals in a country at 
war. Although the CIP provided much needed 
consumer goods and curtailed inflation, it went 
out of control. Local profiteers inundated South 
Vietnam with American-financed wares. Not 
only consumer necessities were available and 
affordable, luxury items such as water skis, hi-fi 
sets, automobiles, and air conditioners gradu-
ally became prevalent. (6) 
Besides, most of the imports stayed in Saigon, 

giving it a falsely prosperous air, while leaving the countryside untouched. This mal-distribution just aggravated the divide be-
tween city dwellers and peasants, those who could afford to live in cities and those who remained in the countryside, and fa-

Continue on next page 
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vored the Viet Cong who lurked in the vast countryside close to the villagers. In the countryside, middle-
men price-gouged U.S. fertil-

izers, farm tools, milk, plastic goods, textiles. 
The CIP also undercut other AID program 

ƻōƧŜŎǘƛǾŜǎΦ LƴǘŜƴŘŜŘ ŀǎ ŀ άǉǳƛŎƪ ŦƛȄέ ǘƻ ǎǘƛƳǳƭŀǘŜ 
South Vietnamese economy, it gradually made 
South Vietnamese more dependent on American-
financed goods and gave the South Vietnamese 
little inducement to invest in local production of 
consumer goods and building local industrial com-
plexes. (7) 

American advisers and critics in the be-
ginning remained cloistered in the cities rarely working in the countryside. This allowed the Vietnamese to apply an old adage 
ǘƻ ǘƘŜ !ƳŜǊƛŎŀƴǎΣ άLƴ ǘƘŜ Ƙŀƭƭǿŀȅǎ ƻŦ Ƴȅ ƴŀǘƛƻƴΣ ǎǘǊŀƴƎŜǊǎ ǿƘƻ ǎŜŜ ƭƛǘǘƭŜ ǊŜƳŀƛƴ ǎǘǊŀƴƎŜǊǎΦ ¢ƘŜȅ ŀǊŜΣ ǾŜǊƛƭȅΣ ǘƛƎŜǊǎ ƛƴ Ƴȅ 
ƘƻǳǎŜΦέ όуύ Lǘ ǿŀǎ ƻƴƭȅ ƛƴ мфсн ǘƘŀǘ !ƳŜǊƛŎŀƴ ŀŘǾƛǎŜǊǎ ōŜƎŀƴ ŦŀƴƴƛƴƎ ƻǳǘ ƛƴǘƻ ǘƘŜ ŎƻǳƴǘǊȅǎƛŘŜ ŀƴŘ ǘƘŜƛǊ ƴǳƳōŜǊǎ ǿŜǊŜ ƛƴǎƛƎπ
ƴƛŦƛŎŀƴǘ ǳƴǘƛƭ мфсс ōȅ ǿƘƛŎƘ ǘƛƳŜ ƴŀǘƛƻƴ ōǳƛƭŘƛƴƎ ōŜŎŀƳŜ άǇŀŎƛŦƛŎŀǘƛƻƴέ ǿƻǊƪΦ 

The magnitude of the 
American presence completely 
changed the society and even 
turned it upside down. It cre-
ated tens of thousands of new 
occupations for job-hungry 
Vietnamese, skilled or un-
skilled. They worked as maids, 
butlers, cooks, house boys, gar-
deners, construction workers, 
ǎǘŜǾŜŘƻǊŜǎΣ ŜǘŎΧ ¢ƘŜȅ ǊŜƴǘŜŘ 
rooms, houses, became busi-
nessmen, importers, traders. 
While men were off in the mili-
tary, women joined the work-
ŦƻǊŎŜΦ hŦ {ŀƛƎƻƴΩǎ ƭŀōƻǊ ŦƻǊŎŜ ƻŦ 
330,000 close to 250,000 were 
ǿƻƳŜƴΦ ! άaǊǎΦ 5ŀƴŀƴƎέ 
owned a villa she rented to 
Americans, several restaurants 
and a movie theater, as well as 
a lavish home of her own. Mrs. 
Nguyen Duy Luong owned phar-
maceutical laboratories, di-
rected the Nam Bo Bank, and managed the Rex hotel in Saigon, where the U.S. military held briefings. (9) 

The abundance of dollars and goods raised the living standards of the middle and working class urban residents. 
Ordinary households owned a radio, and one in ten a television. In 1967, the Saigonese possessed 100,000 motorbikes, 
нрΣллл ƳƻǘƻǊ ǎŎƻƻǘŜǊǎ ŀƴŘ ƳƻǘƻǊŎȅŎƭŜǎΣ нрΣллл ǘǊǳŎƪǎ ŀƴŘ тΣллл ŀǳǘƻƳƻōƛƭŜǎΦ {ŀƛƎƻƴΩǎ ōƻƻƳ ǘƻǿƴ ŀǘƳƻǎǇƘŜǊŜ ŀǘǘǊŀŎǘŜŘ 
ǘƘƻǳǎŀƴŘǎ ŀƴŘ ǘƘƻǳǎŀƴŘǎ ƻŦ ǊǳǊŀƭ ±ƛŜǘƴŀƳŜǎŜΦ ¢ƘŜ ŎƛǘȅΩǎ ǇƻǇǳƭŀǘƛƻƴ ǊƻǎŜ ŦǊƻƳ уллΣллл ƛƴ мфрт ǘƻ о Ƴƛƭƭƛƻƴ ƛƴ мфтлΦ .ȅ мфтнΣ 
ŀ ǎǳǊǾŜȅ ǊŜǾŜŀƭŜŘ ǘƘŀǘ ƻƴƭȅ нр ǇŜǊŎŜƴǘ ƻŦ ǘƘŜ ±ƛŜǘƴŀƳŜǎŜ ǉǳŜǎǘƛƻƴŜŘ άǿŜǊŜ ƴŀǘƛǾŜ ƻŦ ǘƘŜ Ŏƛǘȅ ǘƘŜȅ ƭƛǾŜŘ ƛƴΦέ ¢ƘŜ ǊŜǎǘ ǿŜǊŜ 
ŜƛǘƘŜǊ ƳƛƎǊŀƴǘǎ ƻǊ ǊŜŦǳƎŜŜǎ ƻŦ ǘƘŜ ǿŀǊΦ IǳƎŜ ǎƘŀƴǘȅǘƻǿƴǎ ŜƴŎƛǊŎƭŜŘ ǘƘŜ ŎƛǘȅΩǎ ǇǊƻǎǇŜǊƻǳǎ ŎŜƴǘŜǊΦ IŀƭŦ ƻŦ {ŀƛƎƻƴΩǎ о Ƴƛƭƭƛƻƴ 
dwellers lived in squalor, crunched into hovels slapped together from sheet of tin, cardboard, and mud. Authorities were able 
to complete 2,000 new public housing units a year, far below the 10,000 to 15,000 houses needed to stay even with the 
ǇƻǇǳƭŀǘƛƻƴ ƛƴŎǊŜŀǎŜΦ {ŜǿŀƎŜ ŀƴŘ ƻǘƘŜǊ ǎŀƴƛǘŀǘƛƻƴ ŦŀŎƛƭƛǘƛŜǎ ƘŀǊŘƭȅ ŜȄƛǎǘŜŘ ŦƻǊ {ŀƛƎƻƴΩǎ ƘǳƎŜ άŦǊƛƴƎŜ ǇƻǇǳƭŀǘƛƻƴΦέ 5ƛǎŜŀǎŜ ǿŀǎ 
rampant. During the war, Saigon had the highest incidence of small pox, cholera, bubonic plague, and typhoid of any major 
city in the world. In 1965, only a dozen of antiquated French garbage trucks operated around the city. They dumped most of 

Continue on next page 
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Table 4 shows that compared to other Southeast Asian countries, in the mid-1960s South Vietnam 
used a third of its income in imports compared to 5 to 24 percent for neighboring countries that luckily 
were at peace. 
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their refuse at sites within the metropolitan 
area. Saigon had only 6,000 hospital beds 
and there was just one doctor for every 8,000 residents. (10) 
      The abnormal state of the economy flipped traditional Viet-
namese moral values upside down. A policeman only made U.S. 
$25 a month, an American employed construction worker up to 
$300. A civil servant with twenty years of experience earned $85 
a month while a young bar girl or prostitute could take in ten 
times as much. The crass materialism induced by the rising tide 
of the American dollar fostered anger among many Vietnamese. 
They abhorred the endemic corruption in the citiesτcrime, 
black marketeering, drugs, and graft. A Vietnamese stewardess 
ǎŀƛŘΣ άL ŘƻƴΩǘ ǿŀƴǘ ǘƘŜ ±ƛŜǘ /ƻƴƎ ǘƻ ǘŀƪŜ ŀǿŀȅ Ƴȅ ŦǊŜŜŘƻƳΦ .ǳǘ L 
ŎŀƴΩǘ ƘŜƭǇ ƘŀǘƛƴƎ ǘƘŜ !ƳŜǊƛŎŀƴǎ ŦƻǊ ǘƘŜ ǿŀȅ ǘƘŜȅ ŀǊŜ ŎƻǊǊǳǇǘƛƴƎ 
Ƴȅ ŎƻǳƴǘǊȅΦέ όммύ 
 
      As to the people living in the countryside, they suffered not 
only from the insecurity, but also suffered from the horrors of 
ǘƘŜ ǿŀǊΦ ά¢ƘŜ ōŀǊōŀǊƛǘȅ ƻŦ ±ƛŜǘ /ƻƴƎ ό±/ύ ǘŜǊǊƻǊΣ ǘƘŜ ǎŜŜƳƛƴƎ 
indifference of the enemy to the lives of their own countrymen 
had a profound effect on the Americans who came to fight in 
Vietnam. The cruelty of the VC toward the peasants reinforced 
the mistaken belief that life was cheap in the countryside. At the 
same time the inability of the peasants to defend themselves 
contributed to the contempt with which some GIs regarded 
them. Their refusal to risk their lives and those of their families 
by informing on the VC helped nurture the idea that they were 
themselves the enemy. The strategy of terror employed by the 
communists raised the level of savagery with which the war was 

ǘƘƻǳƎƘǘΧέ όмнύ aƻǊŜƻǾŜǊΣ ǎƛƴŎŜ ǘƘŜ !ƳŜǊƛŎŀƴ /ƛǾƛƭ ²ŀǊ ŀ ƘǳƴŘǊŜŘ ȅŜŀǊǎ ŜŀǊƭƛŜǊΣ ǘƘŜ ¦{ άǿŀȅ ƻŦ ǿŀǊέ ǇǊŀŎǘƛŎŜŘ ŘǳǊƛƴƎ ²²LL ŀƴŘ 
the Korean War was to treat population in enemy controlled areas as an enemy resource. Therefore, American firepower was 
too often directed in rural areas where lived the very people that intervention was supposed to protect. 

     !ƴŘΣ ƭŜǘΩǎ ƴƻǘ ŦƻǊƎŜǘ ǘƘŀǘ !w±bΣ ǳƴŘŜǊǇŀƛŘΣ ǳƴŘŜǊ-appreciated, too often poorly supported, occasionally treated their 
own people with excessive roughness. 

 
     ANTI-INFLATIONARY MEASURES 
            The government of South Vietnam (GVN) had to take serious anti-inflationary measures, whose main purpose was to 

absorb the excess liquidity. The latter generated by the massive and rapid insertion of American GIs on the South Vietnamese 
soil threatened to disrupt the native society through inflation. That was one of the many factors that President Ngo Dinh Diem 
was afraid of and for which he was pushed aside. Raising taxes was not a wise political solution at that time because the govern-
ment needed the support of its people. Measures taken included: 

 
Issuance of public bonds 

In the beginning, bonds were issued to absorb excess funds of business firms and private banks in 
order to encourage saving and investments while providing the government with a source of financing. The National Bank could 
then expand or restrict the credit market by modifying the interest rate and conditions applied to such credit operations as mort-
gage or discount. However, in 1964, credits to the private sector did not increase despite the rapid increase in bank deposits. As 
a result, bank liquidity was rather excessive. 
 

Combating the smuggling of bank notes 
The old South Vietnamese $500 bills were easy to counterfeit and large amounts of these notes were hoarded on the interna-
tional market by unscrupulous businessmen. The bank notes were taking out of the country illegally and the total of dealings in 
Hong Kong amounted to millions per week. Saigon ended up withdrawing VN$ 5,599 million bank notes. 

Table 5 shows that by 1965 with American troops landing in Viet-
nam (8 March, 1965), the import/export ratio for South Vietnam 
rose to 10/1 and kept climbing to 42/1 in 1967. Prior to 1965, the 
annual ratio ranged from 3 to 6. For Korea whose war ended in 
1953, the import/export ratio never rose above 24/1. 

S. VN Economy... 

Continue on next page 
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 Apart from this measure, the government tried to get more U.S. economic aid, especially commercial 
aid. It also tried to reduce advances from the National Bank to the Treasury, to increase budget reve-

nues by reforming the taxation system, and to reduce unnecessary budget expenditures. 
 

Increase export incentives 
Exporters could earn VN $100 for each dollar consisting of the official rate of VN $35 plus 5/7 
allowance of VN $25 and the new supplementary allowance of VN $40. They have also been granted 25 percent of their for-
eign exchange earnings to import such things as beverages, fresh and dried fruits and dairy products. 
       Results, however, were limited because exports of the two main products, rice and rubber, had been declining since 1964 
due to insecurity in the countryside. 
 

MEASURES ISSUED IN 1965 AND 1966 
 By mid-1965, the war had escalated at an alarming rate, which required increased expenditures to control it far ex-

ceeding budget revenues. The National Bank had to provide more advances to cover the deficit. Money in circulation in-
creased from 13 percent in 1962 to 79 percent in 1965 causing consumer price index to increase and leading to a new phase 
of severe inflationary crisis. New steps had to be taken. 

 
1. Readjustment of the exchange rate 

The strong purchasing power of the 200,000 foreign troops affected the demand for commodities 
and services and caused a substantial loss for the national foreign exchange reserves when they used U.S. dollars instead of 
Vietnamese piasters to pay for their expenses. 
        Decree-Law 10/65 dated August 8, 1965 established a special fund at the National Bank for control of the selling and 
buying of foreign exchange. Sellers to the fund received a special allowance while buyers had to pay a special surtax of VN 
$44.50 for each dollar bought or sold. 
        According to a signed agreement between the U.S. and South Vietnam, from August 31, 1965 onward, all U.S. personnel, 
civilian and military would be paid in military payment certificates (MPC or red dollar bill) instead of the U.S. currency (green 
dollar bill). From that date U.S. personnel were not allowed to bring green dollar bills into South Vietnam. (13) Since the Na-
tional Bank had to spend VN $118 for one U.S. dollar but could get only VN $60 for it, it was not profitable to buy the cur-
rency. It also decided not to keep excessive foreign exchange reserves but would use them to increase imports. 
 

2. Anti-inflation measures related to the import program 
Imports amounted to U.S. $400 million in 1965 and U.S. $600 in 1966, of which U.S. $400 million 
were financed by Washington and U.S. $200 million by Saigon. Because of the abundant foreign exchange available, an in-
crease of U.S. $200 million in imports would increase budget revenues from import duties and the Counterpart Fund. 
        To improve the efficiency of the import program, old and complicated procedures had to be abolished. This could only 
be done with the approval of U.S. authorities since two-thirds of the imports were financed by the U.S. This in turn raised 
another issue. In order to receive all the imported merchandise and since Vietnamese ports were either antiquated or had 
badly deteriorated with time, establishing new ports in Vung Tau and Cam Ranh and constructing more floating bridges and 
storage facilities were needed. 
        All these measures contributed to the expansion of the import program, which however led South Vietnam into an ever 
increasing reliance on foreign aid. 
 

3. The immediate working plan 
Since the classic method of freezing excess money supply would not work in this case, emergency 
measures had to be taken. Imports were increased from U.S $550 million to U.S. $660 million to absorb 70 percent of the 
excess money in circulation. An import fund was established in January 1966 and the main ports had to be expanded to meet 
the increasing demand of imports. 
        On the other hand, new taxes (excise tax, gasoline tax, land tax, and registration tax) were implemented. National de-
fense bonds and national lottery tickets also increased budget receipts. Taxes on custom duties and luxury goods were also 
increased. 
 

4. The devaluation of the Vietnamese Piaster 

Continue on next page 
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Since 1955, there was a considerable difference between the actual value of the piaster and its 
official value. It was realized that in 1966, the average exchange rate was even higher than that of the free 
market. The devaluation of the piaster was bound to occur as an inevitable consequence of a protracted and costly war. Inflation 
was tolerable as long as depreciation of the piaster was gradual and the upward movement of prices was kept under control. 
However, from 1963 to 1965 the money supply rose rapidly reaching VN $51.5 billion in January 1966 compared to VN $36.3 
billion in July 1965. (14) While prices increased moderately in 1965, they rose at an alarming rate in 1966. 
        The people lost their confidence in the piaster and began to spend money recklessly or to buy gold or diamonds as a protec-
tion or investment against inflation. Most of the gold was brought in illegally from Laos since the amount of gold that could be 
officially imported was low. The amount of gold brought in from Laos rose from U.S. $2.4 million in September 1965 to U.S., $3.3 
million in January 1966 and U.S. $4.4 million in April 1966. Despite this influx of gold, gold price shot up from VN $7,900 per tael 
in September 1965 to VN $12,400 per tael in May 1966. (15) 
        As such gold had become for the commoners a valuable asset for protection against the declining purchasing power of the 
piaster. The gold rush indicated a dangerous inflationary threat, which required drastic enforcement of governmental measures 
before it was too late. 
        The International Monetary Fund (IMF) dispatched a delegation to Vietnam to assess its economic situation. The report sug-
gested that inflation in the second semester of 1966 amounting to VN $16 billion would not be lower than that of the previous 
semester had the previous measures been strictly applied. Two solutions were suggested: either to open a new foreign exchange 
market or to modify the foreign exchange rate. The second solution appeared to have a sound basis for the national economy 
since the multi-rate system had caused many objections. For example, while a Vietnamese peasant could get only VN $60 for 
each dollar in rice export, a foreign soldier got VN $118 for each dollar spent. A single rate was needed to stop such discrimina-
tion. (16) 
        A modification of the exchange rate would have dramatic economic and psychologic effects on the commoners who not only 
had to endure the physical and economic consequences of the war, but also saw their earnings and savings volatilize rapidly. 
Prices would expect to rise until three or four months later before the effects of the measures would become evident. Then 
prices would stabilize. 
 

5. Economic measures of June 18, 1966 
        On June 18, 1966 the Saigon government announced a series of measures aimed at stabilizing the economy: increasing sala-
ries for civil servants and military personnel, selling gold to jewelers, establishing a new exchange rate for the piaster, and abol-
ishing limitations in industry and commerce. 
        To show its concern for individuals most likely to be hit hard by the inflation and usually its staunchest supporters, the gov-
ernment raised the salaries of civil servants and military personnel: 
        -30 percent on total salary for those whose pay was less than VN $5,000 per month, 
        -25 percent on total salary for those earning from VN $5,000 to $10,000 per month, 
        -20 percent on salary for those earning more than VN $10,000 per month. 
        The decision was effective retrospectively from June 1, 1966. 
        A gold fund was established at the National Bank for the purpose of fixing the quotas of gold to be sold, establishing the gold 
price, and determining intermediary commissions. Designated banks were authorized to buy gold from the National Bank to sell 
it to licensed jewelers. 
        A new exchange rate for the piaster was set at U.S. $1/VN $80 effective from June 18, 1966. The new exchange rate was 
applied to all exchange dealings throughout South Vietnam. Allowance to the import of equipment was set at 20 percent of the 
value of the equipment. Outstanding students abroad were granted and allowance of VN $38 per each dollar transferred. 
        New import licenses were to be granted to anyone who fulfilled the stipulated requirements. (17) 
 

ANTI-INFLATIONARY EFFECTS 
The economic measures overall had an impact on the inflationary gap, the change in money supply, and the stabilization 

of prices. 
The inflationary gap was wide in 1966. Without monetary reform, the inflationary gap would reach VN $36.6 billion. 

With monetary reform it would be reduced to VN $19.5 billion. The assessment, however, was overly optimistic because excess 
liquidity could not be solved completely and military expenditures were unlikely to be reduced. 

The large reserves of foreign exchange accumulated by South Vietnam caused Washington to level off its commercial 
ŀƛŘ ό/LtΥ /ƻƳƳƻŘƛǘȅ LƳǇƻǊǘ tǊƻƎǊŀƳύΣ ǿƘƛŎƘ ǿŀǎ ǳǎŜŘ ǘƻ ƳŀƪŜ ǳǇ ŦƻǊ ōǳŘƎŜǘ ŘŜŦƛŎƛǘ ŀƴŘ ǘƻ ŎƻƴǘǊƻƭ ƛƴŦƭŀǘƛƻƴΦ ²ƘƛƭŜ {ŀƛƎƻƴΩǎ Ŧƻr-
eign exchange reserves rose from U.S. $238.8 million in June 1966 to U.S. $315.9 million in December 1966, the CIP decreased 
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from U.S. $103,839 million in the second quarter of 1966 to U.S. $38,524 million in the fourth quarter. 
Moreover, according to the foreign exchange policy, the rate of U.S. $1/VN $118 was applied when pur-

chasing dollars while the lower of U.S. $1/VN $60 was applied for selling them. Therefore, the national budget had to absorb 
losses from these imbalances. From 1968, the budget deficit rose rapidly, inflation was heavy, and prices continued to esca-
late. 

The June 18, 1966 economic stabilization program caused prices to go up. Increasing salaries and wages in the public 
and then in the private sectors raised production costs. The tax measures and the piaster devaluation had undesirable effects 
on the prices of imported commodities, raw materials and equipment. Because the government was not able to control the 
increase in money supply, the problem of inflation was far from being definitely solved. (18) 

 
Political instability and military insecurity, which plagued South Vietnam from 1963 to 1967, presented serious de-

terrents to development. Agricultural production and industrial production were both deeply affected while foreign trade 
deficits soared. The South Vietnamese stabilization program could not increase production and keep price levels stable, al-
though it did bring inflation under control. South Vietnam thus waged two wars in 1966: besides fighting the war against the 
NVA/VC, which progressively got worse, the GVN continued to fight inflation that threatened to cripple the economy and 
make hardship worse for the common people. 

 
                                                                    NOTES 
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LOUISIANA DRIED SHRIMP 
Dried shrimp is used in Vietnamese cuisine: either as a flavoring or an ingredient in soups, stuffing, salads, noodles, and so on. It 
can also be eaten straight out of a package. Dried shrimp was first introduced to Louisiana by the Chinese and at one time, the 
US was a producer of dried shrimp, which was sold to China. As the price rose in the US and decreased in China, export was re-
placed by an import of dried shrimp. Hurricane Katrina and other smaller hurricanes have devastated facilities or scared of dried 
shrimp producers. Coastal erosions also affected the shrimp business in Louisiana. Then the 2010 oil spill raised concerns about 
the quality of Louisiana shrimp. This caused the number of dried shrimp producers in the US to drop from ten to five. 
Came the Vietnamese some four decades ago, some of whom entered the shrimp business. Being shrimpers in Vietnam, they 
began harvesting shrimp, which was sold fresh at the market. Recently, Vietnamese businessmen also entered the dried shrimp 
business, some of them are located in Grand Isle, Louisiana. It roughly takes 6 pounds of fresh shrimp to make one pound of 
dried shrimp. Sold as wholesale or retail, it is advertised as not containing glutamate. 
http://blog -giadinh.blogspot.com/2016/01/tham-hang-san-xuat-tom-kho-louisiana.html 

Vietnamese Products Made in USA 

USA 2017 

CALIFORNIA FISH SAUCE 
https://www.numberonefishsauce.com/buy-it-now 

https://www.numberonefishsauce.com/video-qm55l 
Most fish sauces (extracts) are made from raw fish, some from dried fish; some come from only a single species, others from 
whatever is dredged up in the net. Most fish sauces contain only fish and salt, others add a variety of herbs and spices. Fermen-
tation decreases the fishy taste and gives the product a richer and more savory flavor. The Vietnamese variety is called �v�Ç�À����
�u�©�u and is produced in two regions Phu Quoc Island and Phan Thiet in central Vietnam. Popular brands include Red Boat, 3 
/ǊŀōǎΣ DƻƭŘŜƴ .ƻȅΣ ŀƴŘ Iƻƴ tƘŀƴ ¢ƘƛԀǘΦ 

In 2016, some Vietnamese Americans began producing fish sauce in the US. The 
company is called Total Sourcing and Trading Inc or TSC under the direction of 
CEO Le Binh and is headquartered in Westminster, CA. The product is called Fish 
sauce Number One or Phu Quoc. The TSC was inaugurated in 2016 under the 
watchful eyes of with for-
mer CA Senator Joe Dunn, 
CEO Le Binh, CA Senator 
Janet Nguyen, and Con-
gressman Tyler Diep. 

Writer Nha Ca and TSD CEO Le Binh  

Inauguration of the Total Sourcing and Trading Inc 
Co (TSD) in 2016 with former CA Senator Joe Dunn, 
CEO Le Binh, CA Senator Janet Nguyen, 

http://blog-giadinh.blogspot.com/2016/01/tham-hang-san-xuat-tom-kho-louisiana.html

