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aga ins t  supp ly ing  the  Soviets  wi th  big d iamete r  s t e e l  

pipes,  and  W e s t  G e r m a n  bus ine s smen  were  r evo l t ed  
by  this  measure .  

The  g rowth  of t rade  b e t w e e n  the  USSR and  the  
capi ta l i s t  count r ies  p rov ides  sound  ev idence  tha t  all  

the  s ta tes  which desire  to deve lop  the i r  e c o n o m i c  

re la t ions  wi th  the  Sovie t  U n i o n  o n  the  bas is  of 

equa l i ty  and  of mutua l  a d v a n t a g e  will  a lways  mee t  

wi th  the  full u n d e r s t a n d i n g  of the i r  Soviet  t r ad ing  

par tners .  

Economic Rehabilitation 

United States Aid to Vietnam 
by Professor Karel Holbik, Boston/Mass. 

T he re  is l i t t le  t ha t  c an  be  u n d e r t a k e n  in the  w a y  
of economic  r ehab i l i t a t i on  and  d e v e l o p m e n t  so  

long as the  wa r  in  V i e t n a m  cor~tinues. In fact, the  
p roduc t ion  of agr icu l tura l  and  o the r  p r ima ry  goods, 
o n  which the  economy  would  no rma l ly  be  based,  has  
dec l ined  s teeply.  M e a n w h i l e  the  inev i t ab le  chronic 
inf la t ion  in  t he  towns  has  on ly  b e e n  cont ro l led  by  
mass ive  impor ts  of bo th  foods and  consumer  g o o d s - -  
a ser ious  condi t ion  for a coun t ry  tha t  was  once  a 
subs tan t i a l  ne t  food expor ter !  

Vietnam's Deficiencies and Needs 

Benea th  the  ou twa rd  wel l -being,  there  are  ser ious  
economic  weaknesses ,  for much of V ie tnam ' s  p re sen t  
leve l  of l iv ing  r ep resen t s  a s h a k y  p rospe r i ty  in tha t  
i t  is b a s e d  o n  la rge-sca le  mi l i t a ry  and  consumpt ion-  
o r i en ted  A m e r i c a n  aid. Mi l i t a ry  aid has  g iven  Viet-  
na m a m e a s u r e  of secur i ty ,  whi le  economic  aid in 
the  form of impor ted  consumer  goods has  genera l ly  
m a i n t a i n e d  l iv ing  s tandards .  Inasmuch as A m e r i c a n  
aid r ep resen t s  a la rge-sca le  rel ief  p ro jec t  more  t han  
a n  economic  d e v e l o p m e n t  program,  its t e rmina t ion  
would  a lmos t  ce r t a in ly  p roduce  bo th  pol i t ical  a n d  

economic  col lapse  in Vie tnam.  1 

Dur ing the  80 yea r s  of French colonia l  rule,  the  two 
segmen t s  of V ie tnam (the somewha t  indus t r ia l ized  
Nor th  and  the  agr icu l tura l  South) were  deve loped  
as an  economica l ly  i n t eg ra t ed  unit .  The  n o r t h e r n  par t  
of the  coun t ry  con ta ined  mos t  of the  fuel and  minera l  
supplies,  and  the  South  had  the  bes t  agr icu l tura l  and  
f ishing resources .  This  te r r i to r ia l  spec ia l iza t ion  stim- 
u la ted  a cons ide rab le  deg ree  of t r ade  b e t w e e n  the  two 
areas :  coal, r aw mater ia ls ,  and  indust r ia l  p roduc t s  
m o v e d  to the  South,  wh i l e  par t  of the  agr icu l tura l  
and  f ishing produc ts  of the  South was  sent  to the  
North,  the  r e m a i n d e r  be ing  exported.  Before W o r l d  
W a r  II, abou t  hal f  a mi l l ion  tons of r ice  w e r e  ship- 
ped  annua l ly  f rom the  South  to the  North,  and  an- 
o the r  half  mi l l ion tons were  ava i l ab le  for export .  On 
the  o the r  hand,  the  South  r ece ived  much of its coal  
supp ly  for the  p roduc t ion  of e lec t r ic i ty  from the  

North,  as wel l  as mos t  of its cement ,  paper ,  chemicals ,  
glass, and  fertil izer.  

I n d ep en d en ce  resu l ted  in an  exodus  of French firms 
toge the r  wi th  the i r  manage r s  and  ski l led personne l ,  
t he  r epa t r i a t ion  to F rance  of cons ide rab le  capital ,  
a n d  of course,  a ha l t  to new French inves tment .  The 
w i thd rawa l  of the  French mi l i t a ry  caused  a loss of 
the  mos t  impor t an t  i ncome-gene ra t ing  fac tor  in  the  
country .  Ass imi la t ing  nea r ly  a mi l l ion  refugees  from 
the  Nor th  into t h e  eco n o my  cons t i tu t ed  a h e a v y  
b u r d e n  on  p r o d u c t i v e  resources .  Meanwhi le ,  the  dual  
p ressures  resu l t ing  from the  f inanc ing  of mi l i t a ry  and  
o the r  g o v e r n m e n t a l  p rograms  b r o u g h t  a b o u t  infla- 
t i ona ry  pressures ,  which were  con t a ined  on ly  b y  mas-  
s ive amount s  of A m e r i c a n  aid. = 

US Economic Assistance 

As far back as 1951, the  Uni t ed  Sta tes  s igned  an  
a g r e e m e n t  w i th  V i e t n a m  for d i rec t  economic  as- 
s i s tance  which tu rned  out  to be  the  beg inn ing  of 
A m e r i c a n  economic  i n v o l v e m e n t  in  the  V i e t n a m e s e  
in te rna l  s t ruggle.  Ove r  the  t en -yea r  per iod  from 1955 
to 1964, US non-mi l i t a ry  economic  aid to V i e t n a m  
( including es t imated  expend i tu res  for fiscal y e a r  1965) 
a m o u n t e d  to $ 2.8 bill ion. The US fore ign a id  p ro jec t s  
in V i e t n a m  invo lve  rura l  life, voca t iona l  educat ion,  
genera l  educat ion,  heal th ,  publ ic  adminis t ra t ion ,  t rans-  
por ta t ion ,  wa te r  supply,  e lectr ic  power,  indust ry ,  a n d  

communica t ions .  In the  per iod  1950 to 1955, $1.1 bil- 
l ion  of mi l i t a ry  aid and  $ 865 mi l l ion  of economic  
aid to Indo-China  (which inc luded  Laos and  Cambodia)  
was  au thor ized  b y  Congress .  In the  1956 to 1962 
period,  $750  mi l l ion  in mi l i t a ry  aid was sent  to 
Vie tnam.  {Figures s ince  1962 are  classified.) In the  
per iod  from 1956 to 1964, $ 2.1 bi l l ion in economic  
aid was approved.  

W h e n  the  Uni ted  Sta tes  b e g a n  to d e m a n d  tha t  i ts  
aid be  used  for purchases  in America ,  V i e t n a m  was  
compel led  to spend  more  for m a n y  goods t han  it 
would  had  it b e e n  able  to use  this  mass ive  A m e r i c a n  
aid whe re  pr ices  we re  more  advan tageous .  Unavo id -  

1 Bernard F a 1 1 , Last Reflect ions On a War,  New York, 1967, ~ Richaid W. L i n d h o 1 m ,  Vie tnam:  The Firs t  F ive  Years, 
p. 199-200. Lansing,  Mich., 1959, p. 75. 

242 INTERECONOMICS, No. 8, 1968 



ably, this departure from natural commercial practices 
did not fail to increase the growing dependence of 
the Vietnamese economy on US financial aid. 3 

By 1967, Vietnam was able to pay for only about 
10 per cent of its import needs by its own export 
earnings. For example, during the first nine months 
of 1966, Vietnam exported $16 million worth of 
goods and imported $ 344 million, from which there- 
fore a trade deficit of $ 328 million resulted. 4 

Table I 
South Vietnam's Foreign Trade 

(In millions of dollars) 

Trade American Economic 
Year Exports Imports Deficit Assistance 

1956 34 305 171 210 
1958 55 232 177 187 
1960 84 239 155 179 
1965 35 370 335 308 

(1962-66 Average) 

Another manifestation of Vietnam's precarious eco- 
nomic condition is afforded by the central govern- 
ment budget which shows that US aid accounts for 
over 75 per cent of total public expenditures. If 
military assistance were included in this budget data, 
dependence on American aid would, of course, be 
even more pronounced. 

PollUcal and Mllltary Considerations 

With aid of this magnitude, the obvious question 
that may be posed is the rationale under which the 
expenditures have been made. Without doubt priori- 
ty must be given to political considerations. Vietnam, 
though not free or democratic by Western standards, 
has been considered by the architects of American 
foreign policy worthy of support as a bulwark against 
the advance of Communism in Southeast Asia. 

Table II 
Estimated Expenditures for Special Support of 

Vietnam Operations ~ 
(in millions of dollars) 

I Economic Assistance 
Fiscal Year Defense 1962-66 average (Grants) 

1965 103 3O8 
1966 5,812 
1967 20,133 424 
1968 24,531 458 
1969 25,784 480 

The US governmental authorization bill for Depart- 
ment of Defense budgetary needs was passed by 
both Houses of Congress. In May 1965, the President 
requested and received $ 700 million more for use in 
Southeast Asia. In August, he asked for additional 
funds in the amount of $1.7 billion. This too was 
passed by Congress. In January 1966, President 
Johnson again requested additional funds for eco- 
nomic assistance in the amount of $ 415 million. After 

s Ellen H a m m e r ,  Vietnam, Yesterday and Today, New York, 
1966, p. 203. 
4 The Economist's Intelligence Unit, Quarterly Economic Review, 
London (Annual Supplement, 1967). 
5 The Budget of the United States Government,  FY 1969, Washing- 
ton: Gov't Printing Office, 1968, p. 83. 

considerable debate, this too passed. Much of the 
so-called economic aid money went for military al- 
lied projects such as highways, repair facilities, trans- 
portation, water supply and communications, e 

The size of the aid program in Vietnam has been dic- 
tated primarily by military considerations and eco- 
nomic development has been of secondary importance. 
This means, in practice, that the US Defense Depart- 
ment determines the level of American support neces- 
sary for the Vietnamese armed forces, which re- 
presents the level of total aid, both military and eco- 
nomic. 

One may question the wisdom of this essentially mil- 
itary rationale for American aid. First, even in the 
short run, defense goals can only be attained by 
developing the economic foundation of the economy. 
Secondly, it is a valid argument that economic growth 
is the best guarantee for resisting the advance of 
either internal or external Communism. This argu- 
ment seems well supported by events in Vietnam, 
for internal Communist strength, nurtured by eco- 
nomic and political deficiencies, is the principal 
security problem in the country. Finally, the progress 
which Vietnam makes toward national self-sufficiency 
is obviously a vital concern of the American tax- 
payer, because it is only economic development that 
will make possible a reduction in the aid program 
without at the same time prejudicing the political 
stability of the country. For these reasons, there is 
considerable significance in an assessment of the 
economic impact of the aid program. 

Shortcomings of the Aid Programs 

For both military expenditures and economic pro- 
jects, local currency is made available to the Viet- 
namese Government through counterpart fund financ- 
ing. When Vietnamese importers bring goods into 
Vietnam under the US commercial aid program, they 
are required to pay 80 piasters for each US dollar 
allocation of foreign exchange. These piasters are 
then deposited as counterpart funds utilized by the 
Vietnamese Government for either military or eco- 
nomic programs. Thus the counterpart fund serves 
a dual purpose: .it provides financial resources for 
the Vietnamese Government to meet its fiscal re- 
quirements; and it provides the merchandise re- 
quired both for consumption and the country's de- 
velopment. 

While counterpart financing has a mechanical appeal, 
the fund's operations since the 1954 Geneva Agree- 
ment demonstrate two substantial shortcomings of 
the American aid program: most of the resources 
provided to the Vietnamese government in order to 
meet its fiscal requirements have been used for 
military purposes; and the greater proportion of 
merchandise imports has been used for the mainte- 
nance of living standards rather than for the develop- 
ment of the economy. For example, during the five 
years from 1955 to 1959, the aid program (excluding 

e Morton L. S c h a g r i n ,  ed., V i e t n a m ,  Newark, O., 1966, 
p. 48. 
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military equipment totalled $ I,I01.I million, which 
in turn generated ~ 944.9 million worth of counter- 
part funds, out of which the Vietnamese government 
allocated ~ 750.8 million (79.5 per cent) for defense. 
The remainder, $184.8 million, went for non-defense 
expenditures of ~ 127.6 million in project aid and 
$16.2 million for technical cooperation. Thus at least 
68 per cent of total aid was spent for defense. Be- 
cause several of the programs, such as the develop- 
ment of highways, serve largely defense objectives, 
it is realistic to say that about 75 per cent of all 
American aid has been used for defense. 7 

In the fiscal year 1966 the United States spent $ 560 
million on supplies for the civilian economy of South 
Vietnam. Although no one knows how much arrived 
or where it went, commercial imports into Vietnam 
amounted to ~ 370 million. 

As for the other side of the coin, one of the ob- 
jectives of the American commercial import program 
is to make funds available for the importation of in- 
vestment goods. But because the economy is infected 
with a compulsion to consume rather than invest, 
the counterpart fund has been used largely for the 
acquisition of consumption rather than investment 
goods. 

Misuse and Superfluity of American Aid 

The manner in which statistics are maintained makes 
it difficult to arrive at precise quantitative evidence 
in support of the consumption bias in the use of 
American aid. The US Operation Mission makes 
available a three-way classification of goods introduc- 
ed under the commercial aid program: (i) industrial 
equipment and machinery; (2) raw materials, fuels, 
and other essential supplies for industry and agri- 
culture; and (3) all other commodities. The first cate- 
gory, which comprised 16 per cent of commercial 
aid imports in the calendar year 1959, represents in- 
vestment goods. The third category of ~all other com- 
modities", amounting to 39.9 per cent, represents con- 
sumption goods. The remaining category representing 
44.1 per cent is ambiguous. Appearing in it are such 
capital goods as cement and structural steel, but also 
such items as tobacco and newsprint. These latter 
products, valuable as they are as raw materials for 
consumption goods industries, do not result in capital 
growth. It appears that at least three-fourths of Ame- 
rican aid has been used for the importation of either 
consumption goods or raw materials for the produc- 
tion of consumer goods. 8 

Illuminating are the statistics for certain items im- 
ported into Vietnam under the commercial aid pro- 
gram for one year. Explaining why the people of 
Saigon appear relatively well-clothed is the importa- 
tion of $ 24 million in textile products; this item alone 
approached the total imports of industrial equipment 
and machinery ($ 28.2 million). In a country which 

is predominantly agricultural and must develop agri- 
cultural output in order to improve its foreign ex- 
change earnings, a total of $ 6.1 million in fertilizers 
and insecticides was imported in 1959 as compared 
to imports of private passenger vehicles ($ 2.9 mil- 
lion), petroleum products ($ 8.3 million), and phar- 
maceuticals ($3.0 million). The commercial import 
program, at one time or other, has brought in almost 
every conceivable type of consumer goods, regardless 
of how trivial or luxurious, from hair spray to stereo- 
tape recorders, g 

From 1955 to December 1960, Vietnam's foreign ex- 
change reserves rose from $125 to $ 216.4 million. 
During this period Vietnam used part of its exports 
proceeds to build up a financial hoard while using 
American aid "for living expenses". This is striking 
evidence of the misuse and superfluity of American 
aid. 

Agricultural Development Efforts 

Development efforts on the part of the Government 
have emphasized the agricultural sector and have 
been centered on an agrarian reform program. Under 
the French regime, the land tenure system was typical- 
ly one of large holdings cultivated by tenants, which 
arrangement was corrupted by exorbitant rents and 
high rates of interest. Rents were in some cases as 
much as 50 per cent of the harvest, while monthly 
rates of interest were usually three to ten per cent. 
The land reform program has attempted to resolve 
these specific defects as well as to rehabilitate and 
develop agriculture generally. One ordinance has 
restricted land rental contracts to no more than 25 
per cent of the crop value, while another has provided 
for the resettling of rice land abandoned during the 
war years of 1945-54. Resettlement has also been 
undertaken in an undeveloped region paralleling the 
border with Cambodia. Most publicized of all mea- 
sures has been the ordinance authorizing the ex- 
propriation of all holdings of rice lands (not rubber 
plantations) exceeding 100 hectares per owner, which 
was responsible for the redistribution of some 700,000 
hectares of land to tenants. Finally, all existing agri- 
cultural credit agencies have been combined into a 
National Office of Agricultural Credit. 

These efforts have had an appreciable effect on the 
productive capacity of agriculture. From 1955 to 1960, 
rice production increased to 5.4 million tons and rub- 
ber production rose from 66,000 to 78,000 metric tons. 
However, by 1965, due to war operations rice pro- 
duction had decreased to 4.8 million tons and the 
rubber to 53,000 metric tons. i0 

While the rice exports had ceased and imports had 
begun between 1960 and 1965, the rubber exports had 
continued, but were only half of the 1960 level. 

During this time period, food imports of all kinds 
had increased from 926 million piasters to 1.6 billion 

Milton C. T a y  I o r ,  South Vietnam: Lavish Aid, Limited 
Progress, Pacific Affairs, Fall 1961, p. 246. 
8 Annual Report for Fiscal Year 1960, US Operation Mission to 
Vietnam, Saigon, Vietnam. p. 33. 

9 The Economist's Intelligence Unit, Quarterly Economic Review, 
Fail, 1967. 
z0 Economic Survey of Asia and the Ear East 1966, Bangkok: UN, 
1967, p. 322. 
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pias ters .  The  cost  of l iv ing  had  s tead i ly  r i sen  a t  t h e  
same time, go ing  up  to the  a n n u a l  r a t e  of approx imate -  
ly  10 pe r  cen t  unt i l  1966, w h e n  it b e g a n  to acce le ra te .  
By N o v e m b e r  1966, t he  cost  of l iv ing  was  2.8 t imes  
as h igh  as it h ad  b e e n  in 1960. Food pr ices  for the  
same per iod  had  gone  up  3.4 per  cent. n 

The  Indo-China  W a r  d e m o n s t r a t e d  tha t  p e a s a n t  sup- 
por t  is essen t ia l  for the  s tab i l i ty  of a g o v e r n m e n t  in  
Vie tnam,  for it was  the  peasants ,  more  t han  any  
o the r  socio-economic  group, who  d r o v e  t he  French 
from Indo-China .  But emphas iz ing  the  agr icu l tura l  
sec to r  is a lso good  economics ,  for t he  coun t ry  is 
p r e d o m i n a n t l y  agr icul tura l .  In  addi t ion,  capi ta l  em- 
p loyed  in  agr icu l tu re  p r o b a b l y  has  a c o m p a r a t i v e  ad- 
v a n t a g e  o v e r  a l t e rna t ive  i n v e s t m e n t  in  manufac tu r -  
ing. There fore  in its mos t  e l e m e n t a r y  terms, eco- 
nomic  progress  in  V i e t n a m  m a y  b e  ident i f ied  wi th  
inc reased  agr icu l tu ra l  p roduc t ion  which permi ts  h i g h e r  
agr icu l tura l  exports .  

W h e n  the  agr icu l tu ra l  d e v e l o p m e n t  efforts  are  re- 
l a ted  to expor t  ea rn ings  and  the  foreign exchange  
deficit, however ,  pas t  accompl i shment s  in the  agri-  
cu l tura l  sec tor  become  qui te  un impress ive .  In ,the first  
n ine  mon ths  of 1966, V i e t n a m  impor ted  $ 344 mi l l ion  
in goods and  expor ted  $ 1 6  million, l eav ing  a com- 
modi ty  t r ade  defici t  of $ 32;8 mill ion.  

Promotion of Industrial Development 

The o the r  way  for V ie tnam to r educe  defici ts  on  
commodi ty  t rade,  assuming  an  end  to the  war,  is to 
p romote  indus t r ia l  d e v e l o p m e n t  and  t h e r e b y  dec rea se  
the  need  for impor ted  m a n u f a c t u r e d  goods. In con- 
t r a s t  to  t he  agr icu l tura l  sector,  indus t r ia l  deve lop -  
men t  efforts  we re  b e g u n  at a la te r  s tage  (late in 1957) 
and  in more  u n c e r t a i n  fash ion  and  modes t  amounts .  
Indus t r ia l  efforts  h a v e  also emphas ized  the  deve lop-  
m e n t  of a few large  p lan t s  who l ly  or pa r t l y  o w n e d  
by  the  g o v e r n m e n t  r a t h e r  than  a b road  p rog ram 
b a s e d  on  p r iva t e  domest ic  and  fore ign capital .  A t  
first, it app rea red  t ha t  V ie tnam favored  a l ibera l  
ph i lo sophy  of encourag ing  p r iva t e  in i t i a t ive  and  cap- 
i tal  s ince  the  Pres ident ia l  Dec la ra t ion  on I n v e s t m e n t  
in V i e t n a m  of March 1957 seemed  to we l come  p r i v a t e  
domest ic  and  fore ign capi ta l  b y  offer ing subs tan t i a l  
tax  and  o ther  incent ives .  This was  fol lowed in  Novem-  
be r  1957 wi th  the  e s t ab l i shmen t  of the  Indus t r ia l  De- 
ve lopmen t  Cen te r  (IDC), a n  ins t i tu t ion  w i th  the  com- 
b ined  funct ions  of a n  indus t r ia l  p romot ion  agency  an d  
a d e v e l o p m e n t  bank .  In  i ts p romot iona l  role, t he  IDC 
was d i rec ted  to c rea te  or ass is t  in  the  e s t ab l i shmen t  
of new  indus t r ia l  enterpr ises ,  p rov ide  technical  as- 
s is tance,  and  deve lop  a p roduc t iv i ty  and  t r a in ing  
center .  To func t ion  as a d e v e l o p m e n t  bank ,  the  Cen te r  
r ece ived  A m e r i c a n  aid in  the  amount  of $ 6 mil l ion 
and  100 mi l l ion  pias ters .  

During 1957 or 1958, however ,  a decis ion was  ap- 
pa r en t l y  made  in favor  of a p r e d o m i n a n t l y  p l a n n e d  
economy wi th  d i rec t  g o v e r n m e n t a l  pa r t i c ipa t ion  in 
indus t r ia l  deve lopment .  As  a result ,  the  IDC lost  i ts  

111bid. 

s ignif icance.  By M a y  1959, t h e  Cen te r  h a d  r ece ived  
ove r  100 loan  appl ica t ions  but  h a d  ex t ended  a s s i s t ance  
to on ly  four en terpr i ses .  I t  was  usua l ly  the  P res iden t  
h imsel f  who  gave  final a p p r o v a l  for  t h e  lo~us. T h e  ex-  
a spe ra t ing  s lowness  w i th  which his  decis ions  w e r e  
m a d e  seemed  to conf i rm the  v i e w  tha t  Diem w as  
hos t i l e  to p r i v a t e  enterpr ise .  Subsequent ly ,  t h ro u g h  
t h e  efforts  of a n  A m e r i c a n  m a n a g e m e n t  firm, 27 loan  
appl ica t ions  we re  p rocessed  b y  the  end  of 1959. 

The  V i e t n a m e s e  G o v e r n m e n t ' s  dec is ion  to favor  gov-  
e rn men t  owner sh ip  (as wel l  as to t i gh t en  con t ro l s  
o v e r  the  e c o n o m y  genera l ly )  was  re f lec ted  in t h e  
d e v e l o p m e n t  of a se lec t  group of firms e i the r  p a r t l y  
or who l ly  gove rnmen t -owned .  These  inc luded  d i rec t  
i n v e s t m e n t  in coal, sugar ,  texti les,  glass, logging,  
paper ,  mine ra l  water ,  wal lboard ,  and  cement .  

T h e  p r inc ipa l  conc lus ion  to b e  d r a w n  from V i e t n a m ' s  
efforts  to p romote  indus t r ia l  d e v e l o p m e n t  is tha t  the  
resul t s  h a v e  b e e n  min imal  and  d isappoint ing .  A n  im- 
po r t an t  r e a s o n  for ;this is the  dec is ion  to f avor  a 
p r e d o m i n a n t l y  p l an n ed  eco n o my  wi th  d i rec t  gove rn -  
men t  pa r t i c ipa t ion  in indust ry .  In Vie tnam,  the  v o l u m e  
of IDC loan  appl ica t ions  p r o v e d  tha t  t he re  was  no 
dea r th  of p r i v a t e  enterpr ise ,  and  some degree  of 
fore ign i n v e s t m e n t  could  also be  r e a s o n a b l y  ex- 
pected,  if a d e q u a t e l y  encouraged .  On  the  o the r  hand ,  
V i e t n a m  has  on ly  l imi ted  g o v e r n m e n t  capi ta l  and  a 
consp icuous ly  ineff ic ient  and  i nexpe r i enced  b u reau -  
cracy.  Under  t he se  c i rcumstances ,  i t  is a f u n d a m e n t a l  
e r ror  to p lace  p r i ma ry  re l iance  on a p l an n ed  econ-  
omy an d  publ ic  owne r sh ip  a lmos t  to the  exc lus ion  of 
p r iva t e  enterpr ise .  P re fe rab le  would  b e  a pol icy  of  
encourag ing  p r iva t e  en te rp r i se  an d  on ly  r e ly ing  o n  
publ ic  owner sh ip  w h e n e v e r  this  p roves  to he  neces-  
sary.  

Economic and Technical Aid Projects 

In add i t ion  to t he se  efforts  to ra ise  ou tpu t  in  agr i -  
cu l ture  and  manufac tu r ing ,  A m e r i c a n  aid has  a lso  
b e e n  spen t  on  a wide  r a n g e  of economic  and  technical  
aid p ro jec t s  for t h e  pu rpose  of deve lop ing  the  founda-  
t ion  for economic  growth.  In func t iona l  te rms t h e y  
inc lude  p ro jec t s  in  n a t u r a l  resources ,  mining,  pub l i c  
works,  h e a l t h  services ,  educat ion,  publ ic  admin i s t ra -  
t ion, and  informat ion.  They  r a n g e  from e x p e n s i v e  
p ro jec t s  l ike  the  d e v e l o p m e n t  of a m o d e r n  h i g h w a y  
sys tem to the  modes t  purchase  of a few motorcyc les  
for the  Na t iona l  Ins t i tu te  of Stat ist ics.  They  run  the  
gamut  from t h e  v e r y  wor thwhi le ,  l ike  the  ma l a r i a  
e rad ica t ion  p ro g ram and  the  p rov i s ion  of t ex tbooks  
for schools, to the  f r ivolous  and  the  dubious,  l ike  
t h e  cons t ruc t ion  of a b roadcas t i ng  s tudio in t h e  
Pres iden t ' s  palace.  12 

Most  of these  p rograms  r ep re sen t  a use  of A m e r i c a n  
aid which is en t i r e ly  just if ied.  The m a i n  faul ts  l i e  
no t  in the  minor  mis t akes  tha t  h a v e  b e e n  commit ted,  
bu t  in an  imba lance  in the  use  of A m e r i c a n  aid an d  
in a lack of i n t eg ra t ed  d e v e l o p m e n t  p lanning.  T h e  
s ta t is t ics  showing  the  n u m b e r  of canals  dug, t ex t -  

12 Andrew T u 11 y,  Where Did Your Money Go? New York, 1964, 
p. 75. 
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books provided, and participants trained, at first 
glance appear impressive but need to be interpreted 
in terms of what could have been accomplished if the 
aid program had emphasized economic development. 

Predominant among V~etnam's problems is internal 
insecurity which has had serious political and eco- 
nomic effects. As the strength of the Vietcong in- 
creased, disaffection grew on the part of the peasants 
with a regime that couldn't provide security. Political 
insecurity has inhibited agricultural reform efforts, 
has confined the industrial development program to 
the metropolitan area of Saigon, has disrupted public 
administration in the provinces, and has slowed down 
the movement of agricultural produce to Saigon. 
Until the security program improves, further eco- 
nomic progress will be seriously jeopaTdized if not 
blocked. 

Vietnam - -  a Permanent Patient 

From an economic as well as a political point of 
view, the tragedy of the past 17 years is that both 
American aid and Vietnamese effort have been de- 

dicated to military defense and to the maintenance 

of consumption levels rather than to the objective 

of economic growth. Granting the necessity of mil- 

itary aid at its present levels, it is apparent that eco- 

nomic aid has not been employed effectively as an 

instrument of national developmertt. Whatever else 

has been accomplished, Vietnam today remains the 

prototype of a dependent economy, its level of na- 

tional income as dependent on outside forces as was 

the case when the country was a French colony. 

After 13 years of large-scale American aid, Vietnam 

is becoming a permanent patient. If aid were eliminat- 

ed tomorrow, there would be an unpaid and unfed 

nation. 

While there is litte question that the urgent need 

to improve the economic health of Vietnam is great, 
it is also a fact that the US economic structure has 
increasingly felt the strain of rising expenditures in 
support of Vietnam. 1s 

I3 For a sound assessment of this strain see: Committee for 
Economic Development, The National Economy and the Vietnam 
War, New York, April 1968, passim. 

International Trade 

Canada-A Neglected Market 
by R. G. Holloway, London 

C anada buys annually over SUSIO,000 million 
worth of goods from other countries but the 

European countries of OECD supply only 14 per cent 
of these imports. From the standpoint of the European 
businessman, this is very much a neglected market. 

Canada is a rapidly growing and sophisticated mar- 
ket, with the fourth highest standard of living in the 
world. GNP per head totalled about SUS 2,808 in 1967 
compared with $ 2,022 in West Germany. It is ex- 
ceptionally well-endowed with natural resources and 
the Canadian people are highly energetic, skilled 
and adaptable. Development has, moreover, been 
stimulated by proximity to the American market. The 
economy is structurally advanced with the rapidly 
developing service sector providing more than half 
the gross domestic product and with secondary 
industries providing slightly more than a third. The 
primary industries--agriculture, mining, forestry, fish- 
ing and hunting--are of minor importance in relation 
to total income and employment but provide the 
staples of the country's export trade. 

American Challenge 

The dominant theme of Canada's economic historyN 
and the main characteristic which distinguishes the 
country from its smaller but more densely populated 

neighbour--has been a heavy dependence on inter- 
national trade and an inflow of foreign business 
investment. From the early days of French and British 
settlement the pattern of economic development has 
been one in which resource-based exports and im- 
ported capital have played an important role. Though 
Canada has always been substantially affected by 
events in the world at large, and British trade and 
investment are still fairly important, the paramount 
factor in Canada's external economic relations today 
is the country's dependence on the American market, 
American capital and American technology and the 
increasing influence of American tastes. 

Canada has always been a large net importer of 
capital except during periods such as the last war 
and the immediate postwar period when conditions 
abroad were exceptional. But there has been concern 
over the growing extent of foreign ownership and 
control. More than a third of the capital employed by 
the mining, manufacturing, construction, power and 
transport industries and merchandising, taken to- 
gether, is foreign owned; and foreign ownership is 
dominant in mining and manufacturing. Two points 
of particular interest emerge from a detailed study 
of foreign investment in manufacturing. The first of 
these is the extreme degree of foreign ownership in 
a number of more narrowly defined activities. The 
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