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of drought, floods, typhoon and cold weather, and

reeling from the effects of the Chinese aid cut in July
1978, received praver blows from Hanoi's military involve-
ment in Kampuchea and the Chinese invasion. While the
Chinese attack destroyed some 2 million 3g. metres of hous
ing space, mines, factories, ralway lines and bridges in
northern Vietnam, diversion of enormous amount of man-
power and resources to strengthen the defence put 3 ipphk
ing burden on the economy. Suspension of the mailway Hnk
between Chins and Vietnam, which carried the bulk of the

\/ ietnam’s economy, battered by three successive years'

Soviet bloc wid to Vietnam, Jed to heavy pressure on the

ill-equipped port of Haiphong Shortage of fuel and lorries
caused difficulty in transporting export goods. The depar-
ture of thousands of skilied workers, many of them previ-
ously engaged in key aress, also afiected producton. On
<op of this, misappropriation of funds by eorrupt officials
and burcaucrstic mismanagement further depressad produce
tvity.. - o .
In 1978 Vietnam's grain production not only fell short
of the anpual target but was even 2 million tons less then
the 13 milion tons in §977. The lack of sunshinc in the
north, floods in the cenfral areas, and partial drought asd
pest in the south eombined with passive resistances by indi
vidualistic peasants made it unlikely that by the end of the
year Vietnam would achieve its grain production target of
" 16.5 million tons. Even if this target was achieved, an offi-
¢la]l Hanol estimate admitted, there would stil] be 2 2.4
millioo-ton deficit. The Soviet bloc was expected to provide
1.5 million tons and international aid and commercial pur-
chases to provide another 460,000 tons This left a half-
million-ton deficit whick could only be mat'by further belt-
tightening. Rice rationing throughout the country was dras-
tically reduced: {n Hanol ft was 67 kg per hesd per
month and in Ho Chi Minh dty 2-3 kg The disastrous
fiood in late 1978 wiped out 20% of the eattle. A Hanoi
ydio broadcast in Avgust noted that the oumber of cattle
snd poultry continued {o decline. This meant an eves m

serious shortage of mest for a populstion which continued

to grow st 2.3% a year, s 2 BRI .

‘Apart {rom chmatic vagsrist s major problem in agricul
tural cooperatives in the north wes bad mansgernent and
the general lack of enthusiasm smong members, An official
assessment hoted that 62% of agricultural cooperatives in
the north were bidly mansged and failed to schiesve their
production targets. Shortage of fertiliser and insufficient
power for irrigation pumps also hampered production. In
the south, fertiliser and pump fuel shortages led to the Emit-
ed use of miracle rice strains. Peasants were unwilling to
Join the conperatives or sell their surplus rice to the state at
a low price. Théy reduced production substantially and

often fed grain to the cattle or made alcohol with it rather

than sell it {o the government. Frequent official warnings
that peasants should not be coercsd into joining collectives
. did pot s¢em to have much effect on lower-leve] cadres, )

" Industry, which has been suffering from the lack of raw

materials and sparc parts, was further affected by the Cht-

nes¢ add cut snd the diversion of Emited forsign exchangs
to import grain. A number of factories had to be cloted
completely for the lack of aw matezrials. Drop in coal pro-
duction — due in part to the departure of ethnic Chiness

mincts — also affected power gensratior and, in eonge-

quence, the industrial output. -

Since the indusirial ouiput in 1978 grew by 7% compar-
ed with the target of 21%, the 1979 targe! was reslictically
lowered to & 12% increase. But it was hiphly doubtful whe-
ther even this could be achieved, The mining sector, which
sepresents 5% of GNP was serjously affected by the Chinese
invasion. Iron ore and phosphate mines in Lao Cai, and tin,
copper and chromium mines in the Lang Son and Cao Bang
areas were dameged. The French-built aniseed-oil factory
near Lang Son was also destroyed. Countries of the Soviet
bloc economic grouping Comecon promised to take over
some of the industrial projects, abandoned by China but
very little was achieved during the year. . T

The 1978 plan had envisaged construction of 4 million
3q. metres of housing but ondy 1.5 milion sq. metrss
were built. Since cement production dropped in 1978 from
the year before, #t was decided to cut back on construction
in 1979 and only 1 million sq. metres of housing were
planned. But with the big emphasis on defence construction
in the wake of the Chinese invasion, i was unlikely that
even the reduced target could be met, - - o

Canadian, Norwegian and West German companies con
tinued their exploitatien of offshore ofl in the south but
no commercially-exploitable quantity was found, _

Exports, which showed healthy growth tili 1977, started
tlowing down in 1978 and, in volume ferms, actually
declined. Imports increased from US§960 million in 1975
to USS1,159 millionn 1978 with one third going to pay
for grain imports. According to an International Monetary
Fund (IMF} study, Vietnam's external reserve stood at 3

bare US$88 million by the.snd of 1978 = or the equivalent
of one month of recorded 1978 import. A worried IMF
urged Vietnam to limit its external borrowing of short-term
loans. The IMF study noted that maturing “of some
medium-term loans contracted during 197577 “is causinz a
sharp increase in the debt service payments; already in 1978
the service of the debt in convertible currencies (US$150
~million) ]'u:d exceeded Vietnam’s export receipt in these
currenciss,” ’

.. Although sccording to the plan for 1979 export should
increase by 31%, limited gvalable datz showed a consider-
able drop in volume and value over the corresponding
period in 1978, Vietnamese exports to Japan, the biggest
ron-communist trade parinez, showed 2 32.2% drop during

. the first quarter of 1975,

The worsening economic situstion and ‘aid cuts by ¢
h.rgc, number of Western countries in profest against Viet-
ram's Invasion of Kampuchea Jed the Hanaoi planners to do
some serious rethinking An editoral in Akan Dan in
August sdmitted that there were “unreasonable points in
the existing policies™ which needed to be modified through
aew economic policies. The essential objective of the new
policies was to appeal to individual injtiative and the moti-

‘vation of private gain According to s new tegulation, enter-
-Prisss which produce export goods would be given priori-

ty in the supply of raw materals including imported ones.

. Their workers would reccive special food aliotments. Private
_pigbresding was encouraged s was the production of conr
sumer goods through small family-sized private enterprises -

,]’casants who made use of fallow or virgin land, or land not
vsed by cooperatives, to produce food grain were gven tax
exemplons. In order fo facilitate smaltscale private trade
and the circulation of goods between the city and the coun-
tryside, highway checkposts were abolished by a prime
minister’s decree in Avgust, 7 B R
As the year drew to its end, # was unclear how much
positive effect the new policias were hzving on the econ-,
omy, But the leaders showed realism by refraining from
holding out any hope of immediats improvement, Address-

. dng the nationa! day mesting in September, acting Premier

Le Thanh Nghi admitted that the country fzoed “great and
endless difficulties on the economic front™ and caled for
an “extraordinary effort by 2l Vietnamese™ {0 ovarcome
them: He urged cadres to be Jesc pelfish in the period of
sbortage by quoting Ho Chi Minh: “It is not a matter of
shortage but one of fair distribution™ There was, however,

-po indication that the ¥enal officials and privilege-szeking

cadres were making much effort to lighten the waffering of
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