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Simon Toner
Imagining Taiwan: The Nixon Administration, the Developmental States,

and South Vietnam’s Sear ch for Economic Viability, 1969-1975

In November 1974, a technical advisory team from the Kaohsiung Expmréd3ing Zone
(EPZ) in Taiwan arrived in Saigon to help the government of Southarfe{®VN) establish
a 65-hectare EPZ on the former site of U.S. Camp Davies in Tan Thuan Dxinigp 8aigon
port. For the previous several years, the two countries had discusseabkthiitie of such a
project and the Saigon government had sent delegations to studynERdsan. For the
Taiwanese, the attraction of bringing their export-led developmedel to South Viethnam
was based on Taipei and Saigtrmving the same national objectives and facing the same
threat” The Kaohsiung EPZhad contributed tremendously in solving the unemployment
problem as well as promoting export[s], the two major problems which RVpu[stie of
Vietnam] has encountered for many ye&r&or the South Vietnamese, export-processing
zones appeared a promising means of encouraging investment,gutiiaimpower, and
boosting exports to deal with the country’s massive balance of trade deficit. EPZs could help
South Vietnam end its dependence on foreign aid‘prabress towards economic

independenc#? This would strengthen Saigon in its battle against Hanoi and perhaps

1«“Consultant Services of the EPZ Mission from the Republic of China for thieliEstaent of Saigon Export-
Processing Zone, vol,”1Contract no. AID 730-3622, vols. 1 and 2, Bureau for East Asia/Capital and
Commercial Development, Container #4, Record Group 286, Agency for Interh&@re@opment, National
Archives (hereafter USNA“V/v xin ngén khoan danh riéng cho ¥t tro cip xuit cang naim 197Q” undated,
folder 2508 Phi Tong Thing Bé Nhi Cong Hoa [Office of the President of the Second Republic] (hereafter
PTTDNCH), Trung Tam Luu Trit Quc Gia Il [National Archives Center 1], Ho Chi Minh City, Vietnam
(hereafter TTLTQGII).

2«Thiét Lap KhuChé Xuat tai Viét Nam,” September 12, 1972, folder 2850, PTTDNCH, TTLTQGII.



convince the United States that continued support was worthwhile. Bynth&gigon fell in
late April 1975, however, the GVN and Taiwanese effort had not proceedeqdaditbe
pre-operational focus on regulations, management, and operation systems

At first, these events might not warrant more than a footnote inst@yhof the
American War in Vietnam. In the orthodox narrative the war assumédteeedt character in
the NixonFard years, one in which counter-insurgency and development took a baokseat
conventional warfare, negotiations, and high-level diplonfdoymany such studies, while
the United States and North Vietham engage in peace talks in Ransusnal escalation on
the battlefield, Nguyen Van Thieu’s South Vietnamese regime plays a minor role. What little
agency is ascribed to Saigon largely focuses on Thieu’s ability to undermine peace talks in
1968 and 1972 Elsewhere, we are told that South Vietnam was an economic baskedrd
“a doomed dependentyOn closer inspection, however, the picture is considerably more
complex. While negotiations and conventional warfare did helpesttgpoutcome of the

war, in the years after the 1968 Tet Offensivieiell’s government and its American ally

3 Larry Berman, No Peace, No Honor: Nixon, Kissinger, and Betrayal in ViethamYiNew2001); Jeffrey
Kimball, Nixon’s Vietnam War (Lawrence, KS, 1998); James H. Willbanks, Abandoning Viethéow
American Left and South Vietnam Lost Its War (Lawrence, KS, 2008); Robert D. Bijaun|zA Time for War:
The United States and Vietnam, 194975 (Oxford, 1997); George C. Herridfyperica’s Longest War: The
United States and Vietnam, 198®@75 (Boston, MA, 2002). Exceptions to this rule include Lewis Safey,
Better War: ke Unexamined Victories and Final Tragedies of America’s Last Years in Vietnam (Orlando, FL,
1999), which does examine counter-insurgency though not development.

4 Perhaps the best study examining Thieu’s reaction to the peace talks in 1972 is Pierre Asselin, A Bitter Peace:
Washington, Hanoi, and the Making of the Paris Peace Agreement (Chapel Hill, NC, 2002).

5 Gabriel Kolko, Anatomy of a War: Vietnam, the United States, and the Modern His@xjmrience (New
York, 1985).An excerpt from Kolko’s book is offered as one interpretation in one of the key textbooks on the
war: Gabriel Kolko, “A Doomed Dependency,” in Major Problems in the History of the Vietham War:

Documents and Essays, ed. Robert J. McMahon (Boston, MA, 2003Y,7365



made serious attempts at economic reform and development in a behgilsn the RVN.
The Saigon regime had considerable agency in this process. Bothréki@eRt Richard
Nixon and his National Security Adviser Henry Kissinger believatl ahly Thieu would
allow them to achieve their goal of a withdrawal from Vietnam with. dr&dibility intact
because anyone else might seek accommodation with the Communists. ibnds,tpe
1973 Paris Agreements, while the United States sought to shape econasucas¢hrough
support, advice, or pressure, at every turn the Nixon administration suleddétanomic
reform to the stability of the Thieu regime and, equally as significantwhat was
acceptable to the GVN. Following the Paris Agreements, as Amenieaast in Vietnam
waned, Saigon had even greater agency to determine economic policy, evexddxually,
the GVN had an even greater need for American aid. Throughout thd,dmrmeaucratic
battles and the strength of different groups within the GVN at any givee, as well as the
tempo and nature of the war, shaped reforms as much as American pressiugerodi§a
The Saigon regime’s economic goals after the Tet Offensive were calibrated, above
all else, to maintaining Thieu in power. Already facing a majoaiiah problem and a
woeful balance of payments, the Nixon administration’s policy of Vietnamization, whereby
South Vietnamese troops would replace American forces as thedrevithpresented Saigon
with further economic challenges. American troop withdrawals treedecline in one of
Saigon’s main sources of revenue, while the corresponding increase in South Vietnamese
armed forces would require greater GVN spendfagzon’s key economic concerns were
therefore to raise revenue by increasing domestic production, taxation, and;eyybrts
inflation; and reduce consumption through austerity measures. If reformedpgomvharsh,
the regime’s support base might desert it or it might face urban, non-Communist opposition.

If reforms did not go far enough, the regime might face economic cellaps



U.S. and South Vietnamese officials differed on the meaning of ecomefoim.
While U.S. officials saw economic stabilization as crucial to sucdég&ftnamization, GVN
officials framed economic reforms in developmental terms and vidvesd as
complementary with Saigon’s overall development vision. GVN policymakers claimed that
they were laying the groundwork for the kind of economic growth that moresafat Asian
anti-Communist nations had experienced. In all of these discusb®mage the East Asian
developmental statesparticularly Taiwan and South Koredoomed large. This article
explores the South Vietnamese regime’s efforts after the Tet Offensive to draw on the lessons
of Taiwan and Korea and to employ these lessons in Saigon’s modernization efforts.

In the 1950s and 1960s, modernization theorists offered the United States as the
ultimate development model for postcolonial nations. For thesessshdevelopment was
best informed by the American historical experiehemwever, by the late 1960s, as the
failures of early postcolonial development gave way to mylitaodernizing regimes, Third
World nations were as likely to look to one another as they were tonitexl States or the
Soviet Union. Odd Arne Westad has noted that Third World revolutionaries nspwation
from the Cuban and Viethnamese Communist examples, but their knowlesgdt@rabased
on what might be called “creative misunderstandings.”® In much the same way, authoritarian,
counter-revolutionary regimes sought to borrow ideas from elsewhére Global South.
Brad Simpson demonstrates that although the United States fatifiteteoritarian

development in Indonesia, U.S.-trained technocrats were as likelyiddor inspiration from

6 Meredith Woo-Cumings, ed., The Developmental State (Ithaca, NY, 1999).

" Nils Gilman, Mandarins of the Future: Modernization Theory in Cold War Amerialirfire, MD, 2003);
Michael E. Latham, The Right Kind of Revolution: Modernization, Development, and U.S. Foodignfiom
the Cold War to the Present (Ithaca, NY, 2010).

8 0dd Arne Westad, The Global Cold War: Third World Interventions and the Making of Oes Tim

(Cambridge, 2005), 158.



developmental states such as Japan, Taiwan, Korea, and India asréné&y lvek at U.S.-
style liberal capitalismi.Saigon’s technocrats and planners were similarly interested in what
South Vietnam could learn from other countries in the Gl8lmalth. Saigon official
regularly visited other anti-Communist nations to study agriculprmects, population
planning programs, and export-processing zdites.explicitly referenced these countries’
development experiences when implementing policy. But the lessammet were not always
faithful to the historical evidence. The meaning of these modedsuy for debate; opposing
groups deployed these statessmodels in debates about South Viethamese development. In
addition, their applicability to South Vietham was highly suspect.

South Vietnam’s modernizing vision was therefore contested. The debates about how
to proceed, both between U.S. and South Vietnamese officials and withioutie S
Vietnamese and U.S. governments, reflected broader, global shiftsnoneic and
developmental thinking in the late 1960s and 1970s. U.S. and South Vietnamese official
disagreed on the role of the state versus the private sector, the ralétilatenal and non-
government organizations, and what would later be described as strugusahadt.Up to
1972, the GVN’s economic policies achieved some encouraging results and many economic
indicators markedly improved, although these gains often came expense of domestic
support. Yet forces beyond the control of the GVN, including a recession causedu.S.
withdrawal, North Vietnam’s 1972 offensive, and the 1973 oil crisis and global rise in prices,
placed the GVN in a dire economic position. In response, the GVN clampedaiothe
economy, contributing to its failure to mobilize international econ@ssistance and popular

support during the final months of the war.

9 Bradley R. Simpson, Economists with Guns: Authoritarian Development and U.S.-Indonesian Relations

(Stanford, CA, 2008), 252.



In recent years the historiography of the Vietnam War has undergone what one
scholar has referred to a§%outh Vietnamese turit? Previously marginalized from the
study of the war, historians are attempting to restore agency &otl Vietnamese state
and society, viewing both as important players in shaping theecantsoutcome of the
conflict.'* These works have largely focused on early South Vietnameea-hatilding and
development during the regime of Ngo Dinh Diem (1983). Rather than viewing
development as something American officials did to South Vietaammuch of the orthodox
literature on the war does, work employing Vietnamese archives has siewmpbrtance of
Vietnamese actors in these processes. These scholars have ebathengrthodox view of
Diem as a tradition-bound mandarin and argue instead that he haonafeisinodern South
Vietnam that clashed with that of his American patrons. Althddigm appropriated
and reinterpreted some aspects of American development theerieglded these with the
philosophies of Personalism and Confucianism, as well as his undergtahifietnamese
culture, conditions, and needs.

Diem’s development goals envisioned the mobilization of manpower by fostering a

“spirit of voluntarism and self-sacrifice” among the population. During his rule, Diem

10 Andrew Preston, “Rethinking the Vietham War: Orthodoxy and Revisionism,” International Politics Review

1, no. 1 (2013): 3739.

11 Edward G. Miller, Misalliance: Ngo Dinh Diem, the United States, and the Fate of South Vietnam
(Cambridge, MA, 2013); Philip E. CattaRjem’s Final Failure: Prelude to America’s War in Vietnam

(Lawrence, KS, 2002); Geoffrey C. Stewart, “Hearts, Minds and Cong Dan Vu: The Special Commissariat for

Civic Action and NatiorBuilding in Ngo Dinh Diem’s Vietnam, 1955-1957,” Journal of Vietnamese Studies 6,

no. 3 (2011): 44100; Jessica Chapman, Cauldron of Resistance: Ngo Dinh Diem, the United States, and 1950s
Southern Vietnam (Ithaca, NY, 2013u Anh Tran, “South Vietnamese Identity, American Intervention, and

the Newspaper Chinh &n [Political Discussion], 1969969,” Journal of Vietnamese Studies 1, ne2 1

(2006): 169209. For an example of the orthodox interpretation see James Cartatingnyéetnam: The

United States and State Building, 19%968 (New York, 2008).



launched a number of rural programs that sought to counter insurgents acl@zl rural
population, and form domestic capital through the development afjttieultural sectot?
Above all, Diem’s goal was to create a viable, self-sufficient economic and political entity in
South Vietnam to avoid charges from Hanoi of neo-colonial dependencevdow
government officials charged with extending the young state’s bureaucratic reach and
reshaping rural society struggled to implem#ntregime’s policy prescriptions. Many
government officials founché regime’s Personalist ideology, borrowed from French
philosopher Emmanuel Mounier and seeking a middle ground between iltalvadualism
and Marx’s collectivism, especially puzzling. In additipbiem’s preference for self-
sufficiency often meant that the burden of under-resourced development projerigiiel
peasantry, who did not always respond with enthusiddhmese scholars agree that Saigon’s
development policies, particularly the regimexacting and coercive demands on peasants
and the suppression of political opposition, played a significantrdlesiescalation of the
war 4 Diem’s policies created a great deal of rural resentment and proved a boon to the
insurgency.

The interregum between Diem’s overthrow in 1963 and Nguyen Van Thieu’s
consolidation of power in 1967 was marked by political instabilityaig& and escalating
violence in the countryside. Development projects became evemniliegized. U.S. and
South Vietnamese troops delivered commodities such as medicine drmfed rural
villages even while interrogating and detaining villagers and tor¢h&ighomes. Seeking to

deny the National Liberation Front (NLF) access to people, supptiegaver, U.S. forces

12 Catton,Diem’s Final Failure, 58-59; Miller, Misalliance Stewart, “Hearts, Minds and Cong Dan Vu,” 68;
Vu Van Thai,“Our Concept of Development: Economic, Social and Political Improvement,” Vital Speeches of
the Day 26 (1959): 162.

13 Stewart, “Hearts, Minds and Cong Dan Vu,” 67; Miller, Misalliance, 18082.

14 On the latter point see Chapman, Cauldron of Resistance.



and the Army of the Republic of Vietham (ARVN) shelled populated rural dreddozed
orchards, and bombed irrigation systems, causing enormous economic andisiociation.
Perhaps one-third of the South Viethamese population registered assedigae time or
another between 1965 and 1972.

The government lost large areas of rural territory to the NLF andeialisence of a
functioning government in Saigon, the U.S. aid program sought to prevent urkahhyn
dampening inflation. Under the Commodity Import Program (CIP), Amergoods flooded
South Vietnamese cities in an effort to soak up excess money gehieyahe massive U.S.
military presence. The CIP provided the GVN with counterpart funds gmotimuties,
important sources of government revenue, but it also created ari-tiependent economy,
contributing to a terribly skewed balance of payments and a high stanaamasafnption for
some urban classes. Historians have noted that South Vietnam’s entrepreneurial class, rather
than investing in productive enterprises, took advantage of thediéiaos The CIP reduced
rather than eliminated inflation, allowing importers to hoard goods untggrose, resulting
in massive windfall profitd® In a bid to deny resources to the enemy, the GVN ran a highly
regulated economy, with licenses and permits required for most transadtiis led to
pervasive corruption in which civil servants and the military weewiheimplicated.
Imported, government-subsidized rice deflated domestic production indaudban
stability, while the grossly overvalued piaster proved a disingzidi investment in
manufacturing and industry. American aid and GVN policy privileged urbatiehs and

short-term stability over rural producers and long-term developthent.

15 Carlyle Thayer, War Without Fronts: The American Experience in VietnamdBg CO, 1985), 221.
16 Carter, Inventing Vietnam, 2225.
17 Douglas C. Dacy, Foreign Aid, War, and Economic Development: South Vietnam,189%5(Cambridge,

1986), 12.



Thus far, works in theéSouth Vietnamese turrfocus overwhelmingly on the Diem
presidency. Historians have only recently begun to explore the SecondiR¢pad7-1975)
using Vietnamese archives. Liélang Nguyen, though focusing primarily on Hanoi’s
wartime strategy, has shown that Saigon pursued an activist policyhafteet Offensive,
attempting to forge closer political and economic ties with the@oimunist nations of
Asia 8 Still, we krow little about the Second Republic’s development vision and what role
development played in the outcome of the war. While the works of Dolglay and
Nguyen Anh Tuan are useful for highlighting GVN reforms in the NixordRkears, both
works are entirely devoid of human agency. We do not learn who made deeistbwith
what motivation'® Gabriel Kolko, on the other hand, addressed these issues in an
overdetermined treatment of South Vietnam’s economic crisis during the final years of the
war. Kolkoargues that South Vietnam’s economic collapse was inevitable by the late
1960s2° The reality suggests that events were far more contingent. Furthermore anseful
ground-breaking as the studies of the Diem period are, thus far they haveesk&wmirth
Vietnamese development efforts almost entirely in terms of thedallagationship between
South Vietnam and the United StatéScholars have rarely combined tf&outh

Vietnamese turhin the historiography with the complementényternational turiiin the

8 Lien-Hang T. Nguyentanoi’s War: An International History of the War for Peace in Vietnam (Chapel Hill,

NC, 2012), 14641.

19 Dacy, Foreign Aid, War, and Economic Development; Nguyen Anh Tuan, South Vietnamarktial
Experience: A Challenge for Development (Athens, OH, 1986).

20 Kolko, Anatomy of a War.

21 One exception to this is Edward Miller, “The Diplomacy of Personalism: Civilization, Culture, and the Cold

War in the Foreign Policy of Ngo Dinh Diefrin Connecting Histories: Decolonization and the Cold War in
Southeast Asia, 1945962, ed. Christopher E. Goscha and Christian F. Ostermann (Washington, DC, 2009),

376-402.



study of the waf? This article seeks to do thiag situating South Vietnam’s development

efforts in a transnational and global frame.

Vietnamization and the GVN’s Search for Models of Development

Following the Tet Offensive, the Johnson administration began tbegyof de-escalating
the war, placing a ceiling on American troop levels and haltingdh#ing of North
Vietnam. Richard Nixon came to office in 1969 promising to end the waa@rédve a
“peace with honat.For the Nixon administration, Vietnamization offered a way for the
United States to disengage from Vietnam, buying time on the hamietér continue the war
while building up Saigos military strength. It offered the possibility that South Vietnam
might survive the American withdrawal, leaving U.S. credibilitact. Nixon sought Thieu’s
endorsement of Vietnamization when the two leaders met at Midwayne 1969. Faced
with little choice and aware of the complicated domestic palitlimate that the Nixon
administration faced, Thieu agreed. The GVN found it easier to acquresight of the
modest military and pacification successes of 1968 and 1969 that sawetassialties
inflicted on the enemy and the extension of government control to mdre cbuntry.
Despite continuing violence in the countryside, the GVN hopedrtbiagased territorial
control offered the opportunity for development. Furthermore, the GVN villasyvio accept
Vietnamization in the expectation that U.S. military and ecoo@ssistance would continue
for some time to come and that withdrawals would not proceed at suck agpecendanger

the GVN?Z3

22 For an example of the international turn see Mark Attwood Lawrence, Thevigtaa: A Concise
International History (New York, 2008).

23 Berman, No Peace, No Honor -&2; Willbanks, Abandoning Vietnam, 442.

10



South Vietnamese economic viability was a critical factor dthamization was to
succeed. It would convey a message to Hanoi and perhaps convince members ®f the U
Congress that South Vietnam was a going concern. Economic collapse ptmethieand,
would put paid to U.S. efforts to Vietnamize the war. However, senioradrBinistration
officials at first tended to overlook the economic requirements for ane@qoesces of any
new strategy in South Vietnam. To develop such a strategy, the new stcetion issued
National Security Study Memorandum 1 in January 1969, asking the foigy p
establishment to answer a series of questions about Hanoi’s intentions and capabilities, South
Vietnamese military effectiveness, rural security, the politicalate, and U.S. operations.
The South Vietnamese economy was not consicéred.

The U.S. Agency for International Development (USAID) and the U.S. embrassy
Saigon, on the other hand, spent the first half of 1969 trying to negotia of the periodic
economic stabilization packages with the GVN. A growing budget ddfieitiesult of
expanded spending on the armed forces, was having a dangerous inflatipaaty USAID
warned the GVN that given dwindling congressional appropriations, Saigwhramiexpect
the United States to continue bailing it out, while U.S. Ambassadovdttls Bunker told
Thieu that the GVN would have to increase tax revenue and considératevato restrain
demand before the end of the yéaAs the year progressed and no stabilization agreement

emerged, others within the U.S. administration and the Federal Reservecaicern that

24 National Security Study Memorandum 1, January 21, 1969, Foreign Relations of the UnisItetaiafter
FRUS), 19691976, vol. VI, Vietnam, January 1968u1ly 1970, ed. Edward C. Keefer and Caroline Yee,
(WashingtonDC, 2006), doc. 4.

25 John A. Hannah, Memorandum for the Presid&thbilization Negotiations in Vietnam,” June 3, 1969,
National Security Council (hereafter NSC) Files, Vietnam Subjecs,Filex 71, Presidential Trip vol. 1,
Richard Nixon Presidential Library, Yorba Linda, CA (hereafter RNPL); Daugike, ed., The Bunker Papers:

Reports to the President from Vietham, 1.98%73 (Berkeley, CA, 1990) 3:694.
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inflation in Vietnam, if not addressed, risked undermining the United States’ military and
political goals?®

Thieu believed harsh economic reforms would undermine his ability sobdate
political control, crucial in any future political competition witte Communists, which he
viewed as a real possibility in the middle of 1969. Previous experiencegahomic reform
dragged up bitter memories. Devaluation in 1966, Vice Minister for Finance Nguyen A
Tuan noted, had been politically unpopular and had not appeared to solve the country’s
economic problem&’ In 1969, Thieu faced challenges to his grip on the presidency and was
yet to fully assert his control over the National Assembly asdwddalater. As such, he was
loath to undertake economic measures that would require legislative alpqrogsult in
political backlash®

Nonetheless, Thieu and the GVN had little choice but to face the fiemtiaim
economic challenge that Vietnamization presented. Not onlyutidrieds of thousands of
Vietnamese depend on the dwindling U.S. presence for employment, lndnization
would also mean increased GVN spending on the armed forces, as weliamatic decline
in GVN earnings. Approximately half of U.S. economic aid to South "iatname from
Department of Defense (DoD) purchases of local currency to pay for goods anesservic
Vietnam. The DoD bought this at the official rate of $1 to 118 piasters, atpathugely
overvalued the South Vietnamese currency. The GVN could use th&ss tmbuy untied

imports, which it could tax at higher levels than CIP imports. Rexten would therefore

26 Memorandum from Dean Moor of the Operations Staff of the National Security Council to the President’s
Assistant for National Security Affairs (Kissinger), July 1, 1969, FRUS, 18885, vol. VI, doc. 92; Reed J.
Irvine to Arthur F. Burns, “VietnamStabilization Efforts,” October 3, 1969, NSC Files, Vietham Subject Files,
box 75, The Inflation in Vietham Odlov 1969, RNPL.

2" Nguyen Anh Tuan, “The Financial Situation iWietnam” (Saigon, 1969).

28 Pike, The Bunker Papers, 682.
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reduce GVN revenue from DoD purchases. This, in addition to priceargktheir attendant
political consequences, was one of the main reasons why South Vietnaoliegmakers
opposed devaluation. Although the DoD increased its in-country mashehen
Vietnamization began, as U.S. troops levels dropped DoD procurements wquithtaag it
difficult for the GVN to fund imports and dampen inflation. To deahwiite economic
problems created by the U.S. withdrawal, Washington increased economsiiaracssbut also
expected the GVN to enact reforms to raise revéhue.

Facing these challenges and potential political dangers, the Gidslowly on the
economic front. While economic development was subordinated to militaty giod
political stability up to 1975, the period also saw economic Viethamiza&ipthe middle of
1968, following a General Mobilization law, one in six adult males fougtitdrarmed
forces, and this massive defense establishment placed a seriousrstree economy’
Nonetheless, for some technocrats in Saigon, increased rural securityeafiedThe
imperatives of Vietnamization had shifted the war to a different pRs@uan noted, the
“lull in enemy aggression” meant that “the hurricane which previously assailed the political
and military fronts has now turned it fury on the economitfamncial front.”3* The period
saw GVN efforts to remedy the economy with a view to long-termlgyedand growth.

While the ultimate goal was economic independence, Saigon’s policymakers viewed this as a

29 «“Memorandum for Special Assistant to the President for National SecuritiysAfinflationary Pressures of
Vietnamizatior” January 31, 1970, NSC Files, Vietnam Subject Files, box 92, Vietnamizatiobéduhol. 3

(1 of 2), RNPL.

30 Robert K. Brigham, “Dreaming Different Dreams: The United States and the Army of the Rejtiblic
Vietnam]” in ACompanion to the Vietham War, ed. Marilyn B. Young and Robert Buzzanco (Oxford, 2006),
150.

31 Tyan, “The Financial Situation in Vietnain.

13



long-term project and anticipated that the Uniedes’ commitment would continue for
many years to come.

The government saw the solution to its economic woes in regiotaem global
terms. As LienHang Nguyen has noted, in the middle of 1969 Saigon’s Political Warfare
Department reported that given their shared experience as divided amtitDdst states,
Saigon should align itself more closely with Taiwan, Korewl, \West Germany. The GVN
needed to establish cultural and economic exchanges with thetealtoel of an anti-
Communist economic bloc in Southeast ABi&fforts to forge closer ties with the non-
Communist nations of Southeast and East Asia had limiteccimipawever. Southeast Asian
nationswere cool to the idea of South Viethamese membership in the Assoaét
Southeast Asian Nationgidonesia’s staunchly anti-Communist regime was even reluctant to
establish formal diplomatic relations with Saigon. Despite Soigtngmese efforts on this
front, the two countries went no further than establishingnbless of commerce in one
another’s capitals.33

On the other hand, the anti-Communist nations of Asia serveapastant models for
governance, economic policy, and development projects. For Saigon, the exaifrfpbuth
Korea and Taiwan were particularly important. As truncated, anti-Gonsty and
authoritarian military-led states facing Communist adversdtiey were obvious allies. As
states that had experienced higher levels of economic growthottered attractive models
of authoritarian development. Both countries had sent troopslorital advisers to assist

South Vietnam in the fight against Hanoi, albeit not for entiretyiatic reasong? Vietnam

32 Nguyen,Hanoi’s War, 141-60.

33 Telegram from the Embassy in Australia to the Department of State, Jadudi§70, FRUS, 1969976,
vol. XX, Southeast Asia, 1962972, ed. Daniel J. Lawler (Washingt@(, 2006), doc. 279.

34 Gregg Brazinsky, Nation-Building in South Korea: Koreans, Americans, and the MakiiRpaf@cracy

(Chapel Hill, NC, 2007), 137. Brazinsky highlights that Seoul was motivated by finanicial ga

14



also hosted economic cooperation conferences with both Taiwan atidk®wea, which
forged closer tiesvith those countries’ economists and policymakets.

GVN economist Nguyen Tien Hung claimed that Thieu had two framerherof
his role models on his office wall, one of the South Korean leader ParigCHee and the
other of the Taiwanese leader Chiang Kai Sle#kung suggested Thieu wéa very
traditional Asian lead&who viewed American relations with Asia in Confucian terms and
admired Park and Chiang for their military prowess. However, bothaParkChiang had, by
the late 1960s, presided over periods of sustained economic growth, which hddrabhgi
strengthened their nations against their enemies, and Thieu wasbtordpressed by this.
Following his meeting with Nixon at Midway in June 1969, Thieu visiteduband Taipei.
Afterwards, he wrote to both men, telling Park that he returnedigm®with“a new sense
of confidence in our common cavsand Chiang that he benefited greatly from‘iwsse
counsel’ Thieu was deeply impressed by the economic achievements of both counttés
Park and Chiang’s “inspiring leadershif®’

By the late 1960s, both Taiwan and Korea had achidiu@d,Saigon’s perspective,
enviable levels of growth. In 1965, USAID closed its mission in Taipegkn@vledgement

that Taiwan hadgraduatet from economic assistance prograth3aiwan also began to

35«“ROC, Republic of Vietnam to tighten economic ties,” Taiwan Today, January 18, 1970, accessed March 14,

2014jhttp://taiwantoday.tw/ct.asp?xltem=157404&CtNodeIEnbassy Saigon’s Mission Weekly,

September 28-October 4, 1973 elegram 17446, October 4, 1973, 1973SAIGON17446, Central Foreign
Policy Files, 197379/Electronic Telegrams, Record Group 59 (hereafter RG59), USNA.

36 Nguyen Tien Hung and Jerrold L. Schecter, The Palace File (New York, 1986), 79.

37 Nguyén Vian Thiéu to Chiang Kai Shek, June 20, 1969, folder 1644, PTTDNCH, TTLTQGII; &guyn
Thiéu to Park Chung Hee, June 21, 1969, folder 1644, PTTDNCH, TTLTQGII.

38 Nick Cullather, “Fuel for the Good Dragon: The United States and Industrial Policy in Taiwan; 11888’

Diplomatic History 20, no. 1 (1996): 1.
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export its agricultural development model, sendaagns of agricultural advisers to dozens of
countries in Asia, Africa, Latin America, and the Middle Eastluding Vietnan:® In the
late 1960s, Taiwan established three export processing zones, which thdiRigxy of
Finance calculated employed almost 50,000 workers and exported appebxi&2Z0
million USD worth of manufactured goods per year by 1&7Rorea had also achieved
manufacturing-based growth by the late 1960s before turning to heavirynaiog
electronics. Exports rose dramatically, from just $54.8 million in 1962 to $28i0i8n in
19664

In looking to Taiwan and Korea, the GVN was not simply searching for an éameri
model mediated through the experience of developing countrigfeNt#ie Koreans under
Park nor the Guomindang (GMD) in Taiwan followed U.S. advice when theygefieot
to, and U.S. officials often expressed frustration with Taiwanese and Koobey pMore
importantly, Taiwan and South Korea offered an alternative modeivairgance that
appealed to the GVN: depoliticized mesdoyal to the authoritarian state and mobilized for
economic development. For Saigon, as a regime suffering from a crisggtwhacy, Taiwan
and South Korea appeared legitimate, economically successful, andtatitmg an
appealing combination. Although Taiwan and Korea had achieved much legéls of

economic growth, from their vantage point in Saigon, RVN officialscconhgine South

39T. H. Shen, The Sino-American Joint Commission for Rural Reconstruction: Twemsyo@ooperation for
Agricultural Development (Ithaca, NY, 1970). On the role of the Taiwanese adviswsth Vietham, see also
David Biggs,“Small Machines in the Garden: Everyday Technology and Revolution in the Mekong Delt,
Modern Asian Studies 46, no. 1 (2012):-40.

40«phgc Trinh Céc Du Hanh Quan Sé&iitSingapore, Hong Kong, Trung Hoa &uGia (ir ngay 21-873 dén
ngay 12-09-1973)d/mién quan ang khu cié xuat cia pha doan quan thué Vietnam” folder 26513Phi Thu
Tudng [Office of the Prime Minister] (hereafter PTT), TTLTQGII.

41 Brazinsky, Nation-Building in South Korea, 147.
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Vietnam charting the path to a similar economic future. But drawing oedkeris of Taiwan
and Korea presented RVN officials with the tricky problem (experiencedlglars since)
of establishing what those models actually were, and as such there wiae@ie
divergence of opinion. In addition, claiming their applicability tetdam required
overlooking some inconvenient historical realities.

Some scholars have chosen to interpret Taiwan and South Korea’s economic success
as evidence of the free market in action, resulting from the abandbofrotectionism,
competitive pressure on inefficient industries, and the use of compadtiatage in labor-
intensive manufacturing. A larger body of scholarship argues thattelespie liberalizing
reforms, both countries experienced high levels of growth from the 19%0sds due to
continued state intervention. Although there were differences betivedwo states, both
Park’s regime in Korea and the GMD in Taiwan capitalized on a relatively skilled, low-cost,
and pliant labor force as well as a politically prostrate rurabspdBoth states engaged in
long-range planning and controlled consumption, savings, and investment thireggh
prices, wages, and interest rates. They encouraged growth in targebesl wé@bteasy access
to credit and preferential treatment for compliant, large firmantnhdustries were protected
through import-substitution industrialization (ISI) and both statasdto exports and
foreign investment only when the limits of I1SI had been reaéhed.

There were critical differences between Taiwan and South Korea onéHhgand and

South Vietnam on the other. Although Japanese rule was brutal, scholarthatgue

42 Cullather, “Fuel for the Good Dragon,” 2; Alice Amsden, “The State and Taiwan’s Economic Development,”
in Bringing the State Back In, ed. Peter B. Evans et al. (Cambridge, 19880, 8&ter Chemain Wang, “A
Bastion Created, A Regime Reformed, An Economy Reengineered; 10909 in Taiwan: A New History, ed.
Murray Rubinstein (Armonk, NY, 1999), 3208; Hadoon Chang, “The Political Economy of Industrial Policy
in Korea,” Cambridge Journal of Economics 17, no. 2 (1993):-330Jung-en Woo, Race to the Swift: State

and Finance in Korean Industrialization (New York, 1991)},18)
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colonialism laid the foundations for the developmental states inafieand Korea, including
a large, strong bureaucracy with considerable reach and, in the cassaf, Tea
commercialized, technologically advanced agricultural sectodb@semall owner-
operators. In colonial Korea the state forged productive allianckdweitprincipal economic
classes and large firms, a situation that persisted into the posttelaniaand reform and
counter-revolutionary repression in both Korea and Taiwan in thd $20s and early 1950s,
as well as state monopolies on agricultural credit and inputs, crea¢edinmobilized and
politically docile peasant clagéTaiwan benefited from coming under the American
umbrella during the Korean War, while South Korean economic growth was dnvem,
small part, by participation in the Vietnam WaiSouth Vietnam had no such war from
which to profit. In addition, the military in both states was evalhtico-opted into or had a
vested interest in economic development. This was in stark camti@stith Vietnam, with
its weak, inefficient bureaucracy, its small, largely independedtwan-profiteering
commercial class, and a peasantry hostile to the state. The bungemsigary complex,

corruption, and continued rural devastation further detracted from development.

The Romance of Export-L ed Development

43 Alice Amsden, “The State ad Taiwan’s Economic Development,” 79—82; Atul Kohli, “Where Do High

Growth Political Economies Come From? The Japanese Lineage of Korea’s ‘Developmental State,”” in The
Developmental State, 9836; Young Jo Lee, “The Countryside,” in The Park Chung Hee Era, ed. Byung Kook
Kim and Ezra F. Vogel (Cambridge, MA, 2001), 346.

44 Chalmers Johnson, “Political Institutions and Economic Performance: The Government-Business
Relationship in Japan, South Korea, and Taiwan,” in The Political Economy of the New Asian Industrialism, ed.

Frederic C. Deyo (Ithaca, NY, 1987), 157; Woo, Race to the Swif§R3
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Thieu saw a mixed econoniry the Taiwan modellaiwan’s economic success was due to a
combination of‘free enterprise and government plannifigWhile private investment and
business were to be encouraged, Thieu saw an important role for the statéeld of
agricultural development. He believédt Taiwan’s rural development model, which
included state interventions in the form of land reform, agriculturalemmzation, and
farmers’ organizations, was the‘most important reference paoirfor South Vietnant®

Others in the RVN bureaucracy used Taiwan, Korea, and other modelthio
Global South to lobby for a more liberal, free market economias sjreech before the
Saigon Chamber of Commerce in September 1969, newly appointed Ministemoinisc
Pham Kim Ngoc, a London School of Economics-trained economist, suggested that the
solution to South Vietnam’s economic troubles already existed in the development
experience of Taiwan, South Korea, Singapore, and several oth@oamihunist states in
the Global South. South Vietnam could address its woeful balanceroepts/through
austerity and the redirection of consumption toward savings andrmestprivate
investment in the primary sector and manufacturing, and exports btomnenodities like
rice, rubber, and fish. This latter step in particular would raise rural ieg.0mm important
contributionto the battle against the National Liberation Front. Some degree of ISI was
acceptable but Ngoc argued that no country that had stegdmomic independence through

very high tariffs and a closed economy has ever developed sucge¥¥fiithe lessons

45 «Joint Communique Issued by President Nguyen Van Thieu and President Chiang Kai Shek, June 3, 1969,”

Taiwan Review, accessed August 27, 200itth://taiwanreview.nat.gov.tw/ct.asp?xltem=148456&CtNode$103

46 “Chinese Experts Boost Farm Techniques,” in Viethamese Agriculture: A Progress Report (Washington, DC,
1972), 66.

47 «“Toward the Economic Development of Vietnam: A Speech Delivered tatherSsChamber of Commerce
and Industry by Minister of the Economy Pham Kim Ngoc,” September 12, 1969, FCO 15/1077, The National
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learned, it seems, were austerity, export-led development, the prombtayaign
investment, and a place on the capitalist periphery.

Ngoc’s vision of South Vietnam’s economic future encapsulated the ideas of several
civilian technocrats, including Minister of Finance Nguyen Bich Huygaduate of Paris’s
Ecole National@l’ Administration and Hue’s successor Ha Xuan Trung, who held an MA in
economics from Yale. These men had previously worked in national antedrasaking
circles and were close to Ly Luong Than and Nguyen Cao Thang, twdw8&algon
businessmen who provided slush funds for THfeLhey attained senior positions in the
RVN in the years after the Tet Offensive and were able to push throegies af
liberalizing reforms. USAID’s terminal report on economic assistance to South Vietnam
credited the positive economic reforms in this period ‘tohenge in economic leadership
the late 1960s composed‘@merican-trained professionals with high regard for the merits
of a free enterprise systeiff These liberalizers strengthened the United States in
pressuring the GVN to reform because they shared many of the samégleasvas a
particular favorite with the Americans. Bunker told Nixon that las¥first rate, the best
man they’ve got in the cabinet.”®° The ideas of these liberalizers clashed with those who
advocated greater state planning and those, particularly senior officers ititdmy,nvho

advocated stricter government control. Given that Thieu saw free esgeapd government

48 VVietham Press AgencyWho’s Who in Vietnam (Saigon, 1969)Government ChangésQctober 29, 1973,
FCO 15/1809, TNA; Kolko, Anatomy of a War, 217; Allan E. Goodman, Politics in War: The BaP®litical
Community in South Vietham (Cambridge, MA, 1973), 118.

4% Dacy, Foreign Aid, War, and Economic Development, 13.

50 Conversation Among President Nixon, the Ambassador to Vietnam (Bunker), and the President’s Assistant
for National Security Affairs (Kissinger), June 16, 1971, FRUS, 49886, vol. VII, Vietham, July 1970

January 1972, ed. David Goldman and Erin Mahan (WashinB©n2010), doc. 220.
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intervention as complementary components of Taiwan’s development strategy, he was easily
pulled between these divergent constituencies.

The liberalizersinitial experience with reform was far from positive. A UGN
stabilization agreement finally negotiated in late 1969 called tmmbination of additional
U.S. aid and GVN fiscal and economic reforthin response, Ngoc and Hue introduced an
austerity tax on imports but this failed to dampen demand. Fearing aedieciis foreign
reserves, the GVN introduced import licensing restrictions, whiclolégther hoarding,
speculation, and price rises. The reform proved deeply unpopular, bautly tht urban
middle class and coming under heavy criticism in the Nationalnisise The cost of living
rose by 53% between July 1969 and July 1970, decimating fixed, public sector wages.
According to the CIA, in the spring of 1970 the GVN faced the real posgitht it might
fall or be overthrown due to economic unrest. The GVN faced growing pratessfudents
and ARVN veterans, and it seemed that Thieu might be forced to malegeatgpof Ngoc
and Hue>?

Massive inflation in late 1969 and 1970 sparked intra-administration debate i
Washington. Some economists in the DoD drew on the work of Milton Faiedonargue
that the GVN should institute a flexible exchange rate for all lmii purchases. This, they

claimed, would help recover $100 million per year in windfall profits, removiagheed to

51 William Rogers, Memorandum for the President, “AID and PL480 Programs for VietnamY 1970,” October
20, 1969, NSC Files, Vietnam Subject Files, box 75, The Inflation in ViethamN©®¢69, RNPL; Henry
Kissinger, Memorandum for the President, “Economic Stabilization in Vietnam,” November 1, 1969, NSC
Files, Vietnam Subject Files, box 75, The Inflation in Vietham-Dot 69, RNPL.

52 CIA Intelligence Memorandum, “SouthVietnam: National Cohesion and Vietnamization,” August 20, 1970,

NSC Files, Vietnam Subject Files, box 92, Vietnamization-Pak) vol. 3 (1 of 2), RNPL.
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ask Congress for more mon&yBut a report by a team of Rand Corporation dSAID
economists dispatched to Saigon in June established the congiem&uBhe team reported
that additional U.S. aid and reforms thatuld “dovetail” with current GVN plans were the
only optionsthat would neither increase Saigon’s dependence nor “impair the effectiveness”
of the regime®* For many in the administration the key concern was whether the GM#\ cou
enact reforms without precipitating a politically dangerous drop in #melatd of living for
the already suffering urban middle and working classes and public segioyees. The
RandlUSAID report appeared to satisforily address these concerns. But the report’s
authors, as well as officials in Washington, believed more dramatic refayaid bhe
necessary in the futuP@ The administration therefore issued National Security Decision
Memorandum 80 (NSDM 80), establishing an aid ceiling of $750 million for IFisa
1971 and beyond. As South Vietnamese domestic production, taxation, and exports
increased, U.S. assistance would decline. But NSDM 80 warned that pursuingdisse
should not jeopardize Vietnamizatiéh.

Despite the very obvious barriers to export-teake-off’ in South Vietnam, which

some American officials acknowledged, there is scant evidence thaaNiese officials

53¢“Dr. Enke’s Comments on Economic Paper,” July 14, 1970, NSC Institutional Files, Committee Files (1969
1974), Vietnam Special Studies Group Meetings, box H-002, Bombing and Economics,[RNFPL].
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guestioned the wisdom of such an apprdddfven before the Nixon administration issued
NSDM 80, in early 1970 the Ministries of Finance and Economy reported thatgite b
problem with generating export-led growth lay in the unrealisticaxgh rate and requested
that the GVN establish a fund to subsidize exports at a higher Thede subsidies would be
reduced as the war diminished and the difference between the official hedaleange rate
declined®® In September and October 1970, in response to the demands of NSDM 80 for
reform, the government raised interest rates and enacted a parialadiew. The October
reform introduced a parallel exchange market with differecih@nge rates for different
transactions, one of which acted as a subsidy on exports. Highligreicgniplexities of
Saigon politics and economic reform, the Senate diluted the packag&u3tinalian
ambassador suspected that Senators did not want to be assodiatibe Wwardship the
reform would cause in urban arédsndeed, the economic reforms during the final years of
the war pushed against policies of the mid-1960s, which had privileged urbsneanea
along with land reform, expanded agricultural credit, and subsidized agratuttputs,
swung economic advantage towards the countryside.

Nonetheless, there were considerable difficulties translating thaesg plabices into
increased exports. Although the GVN made substantial pacification gains aralledrgver
larger portions of the rural population between 1969 and 1971, development projects

remained territorially-bounded. The village of Long Tri in the deftavince of Chuong

57 Brash to Gordon, December 6, 1971, FCO 15/1487, TNA. Brash reported that Sengee] Bumber two at
the U.S. embassy, and Frank Pascoe, a USAID official in Vietnam, were both very skeptical about Saigon’s
export prospects.

58 «\//y xin hgan khan danh riéng cho ¥t tro cip xuit cang nam 1970,” undated, folder 2508, PTTDNCH,
TTLTQGII. Although the document is undated, it refers to decisions made at theEeoeaomic and Financial
Committee meeting on January 8, 1970.

59 “The Economic Measures of October 1970,” October 12, 1970, FCO 15/1361, TNA.
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Thien provides an illustrative example. During the pacification campaiflate 1968 and
1969, 3,000 residents had moved or been forced into central parts of the villagenatan
outlying hamlets and fields. Local government development projeaisddmn this secure
though circumscribed area. Thousands of hectares of land on the sudEkne village were
eligible for free redistribution under the Land to the Tiller law,\blldigers were terrified to
venture into these fields because of continued fighting between GVN and NkS.fo
Furthermore, the spread of agricultural technology and credit remainegnuiSame rural
areas saw increased rice production and prosperity after 1968, but maygsvika Long

Tri remained isolated from centers of technical support. The GVN begantprgrfrairacle
rice,” the high-yielding strains of the Green Revolution, on a nationwide ipak#68. Tk
new varieties, however, did not reach Long Tri until 1970, and thddaal experiments
ended in failure. A far greater problem for the GVN than productionetherywas
distribution. The country’s transport and marketing infrastructure remained inadequate, while

a small number of rice brokers in Saigon controlled almost eveey & the rice economy,
including prices. The government had slightly greater success in fisarddsrestry. In
1970 the GVN received a $2.5 million Asian Development Bank loan for the moakgoni
of almost 400 fishing vessels and the establishment of two cold stoeade. [xports of fish
rose modestly until the fall of Saigon. Exports of timber, rubber, and cinnexpanienced a
similar upturn. Nonetheless, these products were grown in some of thaeauoiy
contested areas of the country, and the liberalization of tratiese commodities after the

Tet Offensive provided economic opportunities not only for the GVN butfaigshe NLF5°

60 «“Update on Evaluation of Long Tri VillageJuly 30, 1971, box 75, Command Information Publications,
19671972, Record Group 472, USNA. For more on‘timéracle ric&€ programsee Simon Toner, “The Life
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For the Nixon administration export promotion was just one facet of ecorpmiicy.
A comprehensive approach called for a liberal investment regimpeoved taxation, and
further monetary reform. In February 1971, in a bid to keep the pressure on the South
Vietnamese, Nixon requested his Ambassaddrarge for Foreign Economic Policy
Development David Kennedy to visit Saigon. Kennedy could3¥IN officials that the
United States would continue to offesubstantial amounts of economic assistam@selong
as they implementethecessary improvemerit& Ngoc's talking points for discussions with
Kennedy reveal that the South Vietnamese were not simply mdisgaio U.S. pressure,
however. Ngoc emphasidthat the South Vietnamese effort now needed to be
“development-minded, reorienting the economy toward produttiteiagain stressed the
need to focus on areas of comparative advantage, and, in line withitdyegbGBettering
the Imagé of the government, the GVN would enact a better investment law avadizei
public enterprise&

Meeting with Ngoc and Hue in early March, Kennedy criticizedugiion and the
complicated import and customs procedures that fostengenihedy’s criticism was
certainly justified. From the “tea money” village and hamlet officials extorted from peasants
for routine paperworko the generals’ involvement in the narcotics trade, corruption appears
to have infected every level of the GVN. As will be seen, it él@imed the careers of senior

economic officials. The United States placed pressure on the GVN iougesnd Saigon
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made periodic attempts to remove corrupt military and civilian offici&ls the GVN never
came close to resolving the problem, and both Americans and Sietilaiviese officials
came to see it as part of the fabric of society. According tori§jesj South Viethamese
tenced “tacitly to accept corruption as normal—as do societies in some other Asian
countries.” Only a few weeks after meeting with Kennedy, Ngoc told an audience at the
American Chamber of Commerce in Saigon that corruption was “present in every country in
this region. Some are better than others, but | believe that inafdimese countries,
conditions are hardly any better than they are in Vietnam.”53 While it is impossible to
measure the real impact of corruption on the South Viethnamese econarays the doubt
that it accounted for a major drain on resources.

Although corruption went unpunished, Ngoc and Hue were better placed tosaddres
the Nixon administration’s other areas of concern. Kennedy told the ministers that if the
GVN collected more taxes in rural areas and enacted further exchange rate ttefddgmited
Stateswould be ready to support South Vietnam progress to the same pasifianvan and
South Korea. Kennedy’s recommendations, Hue reported to Thieu, were not contrary to the
GVN’s economic and financial policy. The visit, Hue noted, was an opportunity to show the
U.S. representative that the GVN was carrying out a program that woulla hessedft
sufficiency and self-strengthenirié: However, the GVN team once again moved slowly.
Timing was of crucial concern for the Thieu regime in enacting patgnpiolitically
destabilizing reforms. In 1970 and 1971, the GVN resisted considerable pressutteefrom

U.S. Congress to devalue the exchange rate for DoD and U.S. personnedgaiicha
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Vietnam®® Thieu faced what he thought would be a contested election in 1971 andhe G
was not willing to risk economic unredthus, only six weeks after Thieu’s victory, in what
turned out to be a one-man election, the GVN launched by far its mostadr&conomic
reform package to dafé.

Although British observers reported that U.S. officials had shapedftrense U.S.
records show the degree to which Ngoc and new Minister of Finance Ha Xuay Whm
succeeded Hue in 1971, were instrumental to the design and implemeotatierprogram.
At a meeting on August 19 the GVN economic team handed U.S. officials @atys0
economic program for 1972, which includggans for reform in almost every nook and
cranny of economic policy,and four days later they provided a list of more specific import
and exchange rate reforms. U.S. embassy officials reported that theysar@vhat
surprised by apparent decisiveness of GVN economic team at this jUroitireoted that the
proposed reforms wefso close in spirit and substance to mission views, which it teflec
that we believe this initiative should be wholeheartedly suppdridee embassy also
reported that it was unsure whether Thieu would support the proposed refornts, Mgspi
and Trung’s confidence that they could convince hin§! Put simply, U.S. officials had a broad
outline of the steps required, and the GVN economic team were abtavidepspecifics

largely because their ideas were in consonance with those of Lh&sgnofficials. Above
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all, the United States needed Ngoc and Trung on the inside to persuadeflthe merits of
reform.

Introducing the package, Ngoc and Trung wrote ttiag experience of many
countries such as Taiwan, Korea and Singdpdeenonstrated th&free enterpriséwas‘“the
most effective path to economic developnieiihe ministers called for the removal of
economic controls and the encouragement of private investment. The gexmemoulld
encourage exports through further devaluation, the reduction of impia$ thét had acted
as protectionism for local industries, and a shift of resources to expantea enterprise.
Announcing the reform package, Thieu stated that the developmentoofsew@as ‘atop
priority in the national effort to achieve economic independé&ffce.

Ngoc and Trung were also dismissive of state planning. Only a fevirssuaround
the world had the means to plan an economy, they wrote. In a coutitrgsapoor
administration as South Vietnafit would be hard to carry out economic control in an
effective manner/° While they had a point about the problems of planning for a stat@dacki
bureaucratic reach and data collection, this was in stark contrast talthessens offered by
Taiwan and Korea. Although both countries were pursuing export-ledagpenent by the
1970s, this was after long periods of ISI. Even as they turned to an export stifzegste
continued to play the central role in the economy and engaged ielonglanning. While
Ngoc and Hue presented the reforms as reorienting the economy towarar kieg the new

policies left plenty of scope for continued interventiomleled, while announcing the
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package, Thieu not only stressed export promotion but also import-substituti
Interpretations of economic reforms were malleable, dependent on thengheatividual
policymakers attached to them.

Even as some within the bureaucracy dismissed planning and championed free
enterprise, others were lobbying Thieu to strengthen the state’s planning functions and begin
work on a Five Year Plaf. The South Vietnamese inclination had always been toward
planning, and the Diem regime had launched its first Five YeariRE967. Although
Diem’s most important programs had focused on rural counterinsurgency, the plan signalled
the development impulses of the early South Vietnamese reljiassiged the central role
in capital formation and the allocation of resources to the. fladm’s planners believed the
export-oriented colonial economy had caused deprivation in Vietham angb#tablonial
development should therefore focus on meeting domestic demand for food, clottling, an
housing’? In the intervening years, as the security situation in the caidérgeteriorated,
Saigon had abandoned planning. While for some technocrats such as Ngoc and Trung, the
improved security situation in 1969971 was cause to remove government restrictions on
the economy, others believed that security offered stability and antopipto return to
planning and state guidance of the economy.

At the end of 1970, Thieu pursued this idea further, telling Deputy National Security
Advisor Alexander Haig and Ambassador Bunker that U.S. withdrawal$ramsed serious

concerns among the peoplén the hope of convincing the people of continued American
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commitment to South Vietnam, he said the GVN would have to deValpg-range
economic plan which would reflect continued U.S. participatféihieu was hinting at the
performative aspects of planning. Whether he believed in the meritshoimeor not, a plan
would be a useful tool in legitimizing his rule and gaining continued U.S. suppdtne
1971, he therefore established a Ministry of Planning and National dpevent. The
Minister, Le Tuan Anh, and the Director General of Planning were respongilbleading up
the committee to draft the plan. Although Ngoc and Trung had deputies contineittee,
they did not sit on it themselvéslt is not entirely clear why Thieu decided to place
economic functions in several different ministries. He may have d@antivide and
conquer his ministers, ensuring that none gained too much power.

Outlining its strategy in early 1972, the Ministry of Planning noted thahtece
military, political, and economic developments had created a favarabi®nment for
economic planning. The Communists had been forced to return to lowglexeilla warfare
and the GVN had establishédemocratic foundatiorisdown to the hamlet-level through
local elections. Planning, however, was contingent on the continuedriarstxurity of the
country, the maintenance of the current low tempo of the war, improeithiatration, and
the continued support of friendly countries. These were uncertaimpssns in a war-torn
country and a volatile global econorffy.

Due to the‘grave deficienciésin data collection, the authors of the plan noted that

they had drawn together various schemes of Saigon ministries, tiaPD&velopment

74 Meeting between President Thieu, Ambassador Bunker, and General Haig, Detgnil®di0, FRUS, 1969
1976, vol. VII, doc. 91.

> Government of the Republic of Vietnam, Four-year National Economic DeveloptaentlB721975
(Saigon, 1972).

76 «By Ké Hoach va Phat Tén Quic Gia: Sach Lugc Phét Trén Kinh Té Qubc Gia” January, 1972, folder

2717, PTTDNCH, TTLTQGII.
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Plan of David Lillienthal’s Joint Development Group, and documents from other countries,
notably Taiwan and South Korea. The GVN plan called for supportitgagpiculture and
export-oriented industries as well as import-substituting indsstiseng domestic raw
materials. Government intervention by planning would depend on thetatastihistorical
and cultural traditions, and the level of development,iawduld “decrease as the private
sector and economy grow in strengthDespite the conflicting visions of whether
government planning and intervention or free enterprise would &b@nomic growth, the
apparent successes of Taiwan, Korea, and Singapore moved GVN plannerseroat in
growth models in the early 1960s to export-led development by the early 1970s.
Although much of the talk of public versus private investment, ahdelSus export-
led development, was wishful, prior Xrth Vietnam’s 1972 Spring Offensive the South
Vietnamese had placed the economy on a footing far more likely tibireeaonomic
growth tharatany time since the early 1960s. In late 1971 inflation was down-{Ib%0,
savings and receipts from exports and taxation were up, and devaloadi practically
eliminated windfall profiteering and considerably undercut the currenci biarket’® Yet
1972 was an inauspicious year to begin economic planning in Vietnantodadlyg The
North Vietnamese Offensive of that year, followed by the oil shock of,J@itJaid to the
pretence of government control. During the 1972 offensive tens of thousandslontbre
Vietnamese troops occupied parts of the south and one million mdreamiese were made
homeless. The GVN was compelled to increase spending on deferrséugee programs,

compounding inflation. Exports of rubber, fish, and plywood in 1972 amounted éaslym

T |bid.; Four-year National Economic Development Plan, 19825.

8 Dacy, Foreign Aid, War, and Economic Development, 14.
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$23 million while imports in the early 1970s hovered around the $700 mitiaok/® The
London Financial Times called the June 1972 investment lawesalted from the 1971
reform packagé&the most liberal such law in existence in Asiaut a year later, as fighting

continued, théexpected droveésof foreign investors had not materializZ&€d.

The RVN’s Economic Crisis and the Fall of Saigon

Assessing South Vietnam’s chances for survival following the 1973 Paris Peace Agreement,
the British Ambassador to Saigon Robert Brash recorded a note of optiklsile he did
not doubt Hanoi would continue to seek the reunification of Viethnam, Brashéxetlileat the
Thieu regime commanded widespread support. Particularly promising, Bradhwete
“the young and ambitious technocrats (who may prove the real hope fortteeifitihey are
given time), who like the idea of a South Vietnam run on independent oimmGnist lines,
a sister to South Korea and Taiwah.

GVN technocrats required more than time, however. In the wake of the Paris
agreements, Saigon had extremely meager resources to deddatelbpment. The GVN
faced declining output, growing unemployment, and inflation, and the National Bank
anticipated that these problems would grow in 1973. Meeting with NixSaraClemente in
early April, Thieu and his assistant Nguyen Phu Duc therefore focudbe tmeme of
reconstruction, requesting a massive $785 million in Fiscal Year 1974 for bydgigbaort
and development funding. Nixon accepted this figure as a goal, though tdenobulakea

commitment to it in light of congressional opposition, and he sughdsiethe Viethamese

79<\/4n d& nhap cing va vic tao lap mot nép ng én kiém, khic khd,” August 1, 1973, folder 3031,
PTTDNCH, TTLTQGII.
80 Stewart Dalby:‘How Saigon Has Begun to Woo the Capitalistinancial Times, June 12, 1973.

81 «“The Cease-Fire in Vietnany’ February 9, 1973, FCO 15/1809, TNA.
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also seek support from the World Bdtkollowing the San Clemente meeting, Thieu met
World Bank President Robert McNamara and asked about the possibihty lméink forming
an aid group to help the RVN with postwar rehabilitation and reconstructidwaiara was
amenable to such a proposal and had already broached the id¢sodbauth Vietham with
his senior staff. However, the effort to mobilize international and laigtal support to save
Saigon would fall flaf®

On May 20, Thieu announced an eight-year postwar reconstruction and development
program. Based on Ngoc and Trung’s draft program of late April, the plan called for an initial
phase of recovery followed by a second phase of large-scale public\atd prvestment in
agriculture and, perhaps indicating a degree of delusion present in Saegty 1973,
tourism& Despite adoptindigoc and Trung’s ideas, Thieu then placed control of the
National Council for Reconstruction the hands of Ngoc and Trung’s rival, Minister of
Planning Anh. Ngoc told the U.S. embassy that‘ieemies were playing on the theme of
his power and close support from the Americans and the preSidagthave wished to push

him back down a bit8°
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While Thieu’s focus at San Clemente had been on aid and development, as the year
progressed the tempo of the war increased, reducing any possibilityobiization and
complicating the resettlement of the refugee population. Thatention increasingly shifted
to renegotiating the ceasefire on terms that would ensure his continaedswell working
to further consolidate his grip on power. In particular, Thieu took eygrgrtunity to
publicize that it was Hanoli, not Saigon, that was violating the ceaagfieement. The
technocrats expressed frustration with this strategy. Writing to Ngocrand in June,
Nguyen Huu Hanh, former Governor of the National Bank of Vietham and now &terna
executive director at the IMF, said that in light of the U.S. Cos{gelsposition Saigon
would have to look for supplemental balance of payments support from dagd&mance. To
do so, Hanh notedwe may have to play down news of further violations in order to avoid
giving the impression that reconstruction and development are simpigngiissible in
Vietnam:’8® This appeared unlikely as, by mid-summer, the war was well and truly uryderwa
once again.

Following a sharp rise in rice prices in the first weeks of July, theam®assy
reported that a group of cabinet ministers and senior advisers to Thieu wegddryi
outmaneuver Ngoc and Trung and to assert stronger control on the economyn@lnesel i
Thieu’s close assistant Hoang Duc Nha, Minister Le Tuan Anh, and@hieu’s Special Assistant
for Planning Tran Dai Trung, as well as senior military and security officidde group, the
embassy reported, wanted to take the economy away frdéfneiesmarket orientation in
response to price increases, urban unemployment, and the recently intptéarad highly
unpopular value-added tax. They opposed further wage increaspsopoded widespread
price controls, rationing, and bans on luxury consumption, as well as ressrictidareign

investment. In addition, they wished to launch an economic blockademifygerritory

8 Nguyén Hiru Hanh to Pim Kim Ngoc, June 15, 1973, folder 3015, PTTDNCH, TTLTQGII.
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while taking the rice trade out the hands of ethnic Chinese mercina@ntesting it in a
government agency/.

A further deterioration in the rice situation in August created more $patiee
interventionists. South Vietnamese intelligence reports itidigéhat Hanoi was moving
large quantities of money into South Vietham to buy food to feed its tevapso destabilz
the southern economy confirmed for many the need for greater government €oFtel.
Americans, the UK embassy reported, did not like this ftowards a more dirigiste
economy but recognized it as a temporary compromise between those gde Who
favored the‘forces of persuasion and the free market . . . and those who favour complete
control?” But that compromise did not last lofy.

A cabinet reshuffle in October 1973 saw the removal of those who had been
responsible for a liberal development policy for the previous four yEaesBritish embassy
noted that‘interventionist tendenciésad prevailed. The embassy suspected that senior
military officers had finally ousted Ngoc, while Trung took the rap fontilee-added tax
law.?® Ngoc, hoping to replace Anh as the coordinator of reconstruction and development,
became Commissioner General for Planninighdugh Anh was also removed, Ngoc’s new
role proved to be inconsequential. In an indication of how great the corryggbblem had
become, and how doggedly the National Assembly now pursued it, one National
Assemblyman accused Anh of accepting bribes during the granting of ¢tehtraihe

expansion of a cement plant. Following a crisis in the fertilizer suppéyari973 and 1974,
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the National Assembly demanded an investigation, and the Inspecterab@Giam Sat
Vién) accused Ngoc, now out of office, and his successor, Nguyen Duc Cuong, of
masterminding &N $9 Lllio n (approximately $16 milliotdSD) manipulation of the
fertilizer market?! The Americans in Saigon were not enthused about the change imécono
leadership, but U.S. leverage over economic policy had considerably diminishedresn/
faded from Washington’s concerns in late 1973. By the end of the year, the GVN had
launched a full economic blockade of enemy territory and had placaggeentrol of the
rice market in the hands of the National Food Agency.

South Vietnam’s economic problems in 1973 and 1974 were compourimed
the failure to attract foreign investment and dite loss of revenue from U.S.
troops, and a global rise in prices. Inflation reached 6ii&ohighest level since the mid-
1960s, while foreign exchange reserves dropped to less than $100 W8livm February
1974, a dangerously low figure for a country whose yearly imports exc&Z0@ million
USD.%? Saigon’s response to these challenges was further intervention. To deal with its
growing balance of payments deficit, the government repeatedly devalysidstes until it
was worth approximately a quarter of its 1970 value. In a bid to boost agratyitoduction,
replace imported food, and ensure the supply of rice to urban centerd/Xheo@stantly
adjusted the price of domestic and imported rice and expanded agriarigiinand
subsidies. In July, Saigon placed temporary suspensions on many iamgbdstablished

mobile teams to monitor rice stocks and control prices. These stegsyalbrwage hikes to
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meet inflation, placed great strain on the overburdened budget. Growing urban oppositi
from labor unions and anti-corruptionovementshallenged the government’s handling of
the economy at a time when the GVN needed anti-Communist sdpport.

Meanwhile, U.S. economic assistance for Fiscal Year 1974 amounted ton$Hat,
afigure similar to the previous two years, but with rising world prices tHevadize dropped
dramatically. This made the effort to mobilize international &ird-{country support all the
more imperative. But disagreement among potential donor countries hbmatttire of
World Bank assistance to Indochina, the deteriorating security siuatVietnam,
uncertainty about congressional approval of U.S. contributions to thel \BWank, and the
impact of the energy crisis all combined to delay action on ecioressistanc&! As a result
of the GVN’s dirigiste turn, on the other hand, the IMF moved from modest approval of
Saigon’s economic program between 1970 and 1973 to disapproval. The Fund felt the GVN
should further restrain spending, devalue more quickly, reduce subsidies, mmpddittbans.
As a result, in early 1975 an IMF delegation noted that the economic meastliresd by
the government did not inspire enough confidence to qualify for IMF sufi@®uich support

was crucial given a further large drop in foreign exchange in the fiostm@nths of 1975.
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That is not to say that World Bank or IMF aid might have somehowldheeRVN. Rather,
the failure to mobilize international support combined with drops.#1aid made Saigon’s
position even more precarious.

In Washington and Saigon, policymakers continued to cling to the hope of aconom
take-off. The prospect of oil in the South China Sea in late 1974 raiseslfsreign
exchange in the form of concessions and considerable optimisath capitals. Even as
Hanoi’s final onslaught began and the U.S. administration searched for moremid f
Congress, eternally optimistic Ambassador Graham Matrtin told Pre$ideshthat‘on the
economic side, we could see the kind of advance Taiwan and Kor&# Badthe end of
March, however, the U.S. embassy reported that the economic prospectteaderdf the
offensive continued and further U &d was not forthcoming, Saigon’s foreign exchange
reserves would drop precipitously low in the second half of 1975, threatéeisgrvival of
the regime’ Ultimately, the Republic of Vietnam collapsed from the top downak the
poor decisions of 1975, and particularly the disastrous execution ARWBI’s withdrawal
from the Central Highlands and northern provinces in March, wshidbd Saigon’s fate.%
However, had the regime not fallen in 1975, the RVN economy would have fared
increasingly badly as the 1970s went on. In fact, without continued &idjuite likely that
Saigon would have soon run out of foreign exchange to finance itsthipendent
economy.

Vietnamization placed impossible demands on the South Viesgmemmnomy. These

demands drove policymakers in Saigon in two directions reasonably free market and the
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other somewhat interventionist. Both were inspired in part by éheah and Korean models.
The South Vietnamese regime was a dictatorship but clearly there aeggee of pluralism
in terms of its development vision. Technocrats such as Ngoc, Hue, amgisbwriree
enterprise and a diminished role for the state as the best way totprdevelopment. Others
such as Thieu, Anh, and the generals, while making a rhetorical commitnpeiviate
enterprise, saw the state as playing a crucial role in guiding the ectmeuagh planning,
controls, and import-substitution. But all sides in the debate bdlineg export-led growth
was the key to South Vietnam’s modernization and economic survival. This represented a

shift away from the endogenous growth model of the Diem era and deatesishat
economic development policy reflected the Saigon regime’s attraction to the model offered

by the East Asian developmental states.

Despite the contested visions in Saigon, the economy was placedwmdasfooting
for development in the late 1960s and early 1970s. Many economic indioatacing
receipts from exports and taxation rose considerdlblgse reforms often generated domestic
backlash, both popularly and in the National Assembly. Nonethéesseforms initiated
were never radical enough to address the economy’s fundamental inadequacies. While GVN
technocrats and planners might have widxeical about South Vietnam’s future among the
Asian Tigers, economic reform was always secondary to political sgabitrr could the
demands of Vietnamization have been met without continued and sustaieedaimand
international aid. This was unlikely in the context of the globahemy, the continuing war
in Vietnam Thieu’s increasingly illegitimate rule, and American domestic politics in the
1970s.

Examining South Viethamese economic policy in the years after thefiestsive
tells us a good deal about South Viethamese agency and depeadéheyJnited States

during the final years of the war. South Vietnamese actions weneitakesponse to both
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the external environmentU.S. pressure and the perceived success of the Taiwan and Korean
development modelsand the internal environment, particularly the tempo of the war and
the strength of certain political constituencies within South dmtat different times. While
the United States was able to get the reforms it wanted in thel fiemio 1969 to 1971, this
was because it had allies in the GVN who already believed in alimera development
policy. Between 1969 and 1971, Ngoc, Huel Trung’s hand was strengthened by their

ability to convince Thieu that reforms were what the United Statesedanid that further

aid was dependent on these decisions. They were also able to point to Thieu’s model states of
Korea and Taiwan to justify these moves. During this period, Thieu’s perception that the war
was going reasonably well, as well as his need for continued U.S. support, m&éde rniore
likely to enact the reforms that these technocrats advocated. But in thenfsrafter the
Paris Peace Agreement, the United States was far less conceraethal®outh Vietnamese
economy. And those who believed that the state needed to strengtijrgm ais resources
could also point to South Korea and Taiwan.

South Vietnam’s development experiences in the years after the Tet Offensive
suggests that historians of development might further exanenteathsnational flow of ideas
about economic development among actors in the Global South during the/@ol
Development was not simply something that the Global North did tGlteal South.

Rather, it is clear that actors in the Global South looked to and learned from one another’s
development experiences. Nonetheless, South Vietnamese plannerssiidiably follow a
Taiwanese or Korean development model, in part because thetedisphat that model
meant. Rather they appropriated elements of those modelbekidiglieved fit with
Vietnamese conditions, or deployed those models in bureaucraticimgigbtoush through

policy changes.
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Vietnamese imaginings of the developmental states did not entheitall of
Saigon. In the late 1980s, as the Viethnamese and Chinese Commurestyaré searching
for models of economic reform, they looked to their Asian neighbors. Fwitldad Beijing,
the developmental states of Taiwan, South Korea, Hong Kong, and Singépoed an
attractive model;not of laissez-faire capitalism and pluralist democrdmyt of one-party

rule and state intervention in the econothy.
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