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FOREWORD 

The Fore ign  Ass is tance Ac t  now au thor izes  $414.6 mi 11 i o n  
t o  be app rop r i a ted  f o r  Suppor t ing  Ass is tance f o r  FY 1971 
and t he  P res iden t  r e  uested t h e  f u l l  $414.6 m i l l i o n  t o  be 
app rop r i a ted  i n  t h e  I% 1971 budget. A t  t he  same t ime t he  
budget i n d i c a t e d  t h a t  an es t imated  $100 mi 1  l i o n  a d d i t i o n a l  
Suppor t ing  Ass is tance m igh t  be needed t o  o f f s e t  t h e  i n -  
creased cos t s  o f  V i  etnami z a t i  on. 

S ince t he  budget was o r i g i n a l l y  proposed t e n  months ago, 
A.I.D. has t r i e d  t o  meet a l l  e s s e n t i a l  Suppor t ing A s s i s t -  
ance requi rements,  i n c l  u d i  ng V ie tnamiza t i  on costs,  w i t h -  
o u t  seeking a d d i t i o n a l  funds. However, requirements f o r  
Suppor t ing Ass is tance funds have now reached a  p o i n t  which 
cannot be met w i t h i n  t h e  o r i g i n a l l y  proposed l e v e l .  Thus 
an i nc reased  a u t h o r i z a t i o n  and a  supplemental a p p r o p r i a t i o n  
a r e  necessary. 

The t o t a l  program o f  $474.28 mi 11 i o n  proposed i n  t h e  
Congressional Presen ta t ion  f o r  FY 1971 was made up o f  
$414.6 m i l l i o n  i n  new funds and $59.7 m i l l i o n  i n  r ece ip t s ,  
reimbursements and recove r i es .  S ince i t  was proposed, 
t h e  o r i g i n a l  Suppor t ing Ass is tance program has undergone 
no s i g n i f i c a n t  change. However, increased needs i n  Vietnam 

and new requirements i n  Cambodia, because o f  t h e i r  magni- 
tude, cannot be absorbed i n  t h e  o r i g i n a l l y  proposed p ro -  
gram. I t  i s  now c l e a r  t h a t  requi rements f o r  t he  Comnercial 
Impor t  Program i n  Vietnam w i  11 exceed ou r  Congressional 
P resen ta t i on  est imates by $50 mi 11 i o n  and t h a t  $15 m i l l  i o n  
i n  a d d i t i o n a l  funds f o r  Land Reform a r e  necessary t o  h e l p  
move t h a t  program fo rward  more r a p i d l y .  The new r e q u i r e -  
ment f o r  Cambodia m a t e r i a l i z e d  subsequent t o  submission o f  
t he  o r i g i n a l  FY 1971 budget reques t  t o  Congress and can 
o n l y  be met through a  supplemental app rop r i a t i on .  The t o -  
t a l  amount o f  a d d i t i o n a l  Suppor t ing  Ass is tance funds r e -  
q u i r e d  i s  $195 mi 11 i on .  These requested funds a r e  program- 
med as f o l l o w s :  

- Vietnam - $65 mi 11 i o n  
- Cambodia - $70 mi 1  1  i o n  
- Suppor t ing Ass is tance - $60 mi 11 i o n  -- $50 mi 1  l i o n  

Program Res to ra t i on  a1 ready t r a n s f e r r e d  t o  
t he  M i  li t a r y  Ass is tance 
Program by P r e s i d e n t i a l  
Determi n a t i o n  t o  meet 
u rgen t  mi 1  i t a r y  r e q u i r e -  
ments, p l us  $10 m i l l i o n  
l i k e l y  t o  be r e q u i r e d  f o r  
Cambodia i n  t he  second 
q u a r t e r  o f  FY 1971. 



VIETNAM 

CENTRAZ, GOVERNMENT FINANCES* 
(FY Ending December 31) 1969 1970 Est. 

Total Eipendituresa.. ........... 1,210 1,610 
( ~ e f  ense ~xpenditures) ....... (780) (1,030) 
(capi ta l  Outlay) (n.a.) (n.a.) 

Total Domestic ~ e v e n u e s ~ .  ....... 730 1,059 
As Percent of GNP ............ n.a. n.a. 

Deficit (-) or Surplus (+) ..... -480 -551 

* - Converted a t  ~8 pias ters  per U.S. $. 
a - Excludes Trust and Special Funds administered 

by U.S. Government. 
b - Includes customs & auster i ty  taxes on imports. 

GENERAL ECONOMIC DATA 

BASIC DATA 

Population (millions ; mid-1370) . . 18.3 Per capita GIW (1968; dollars) ... 175 
Annual Growth Rate (percent) ... 2.6 .......... Life Expectancy (years) 35 

Area (1,000 square miles) ........ 67 People per Doctor.. ............... 9,470 
Population Density Per Sq.Mile . 277 

Uteracy Rate (percent) .......... 60 
Agricultural Land as $ of Area ... 33 Students as 4/0 of 5-19 Age Group .. 52 

$ C i v i l .  Labor Force i n  A g r i .  .. 65 

Agricultural Production 
Total Index (1957/59=100 ............ 

Index Per Capita (1957/59=100) .... 
Rice, rough (1,000 W) ............ 

................. Industr ia l  Production 
(1ndex 1963=100) 

INTEmnONAI, TRADE ($ millions) 
(Exchange record data) 

............... Total Exports ( f .  0.b. ) ............... Total Imports (c.i. f .  ) ...................... Trade Balance 

GOLD & FOREIGN EXCHANGE ($ millions) t ................. Official  Reservest?. ............. Commercial Bank Holdings 
ILL ........... USAID Retail Price Index TT!. 

(Saigon; Jan. 1, 1%5=100) 

(primary A d  secondary) 

1970 Est. 

117 
85 

5,400 

206 

20 
n.a. - 
n.a. 

246(~ept .  ) 
17( A w l  2 

700 

t Gross basis; end of period. 
t t  Includes SDR's and IMF gold tranche position which amounted t o  $7 million and $10, 

respectively,at end of September 1970. Excludes U.S. Rice  Escrow Account and blocked 
Rench francs. As of July 1970 the Rice Escrow Account was completely depleted. 

ttt End of year data. 
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U I W 9  
PROGRAM SUMMARY 
( In  mil l ions of dollars) 

Commerci a1 Impor t  
Program ( c I P )  160 130b' 238 2 7 0 ~ 1  

P r o j e c t  Program 224 163 116 148d/ 
A d m i n i s t r a t i v e  Cost 

Costs 6  6  5  6  
Program Support 8  6  6  7  

a/ Inc ludes  $65 mi 11 i o n  i n  supplemental funds a d d i t i o n a l  - 
t o k e  $366 mi 11 i o n  o r i g i n a l  l y  requested. 

b/ Ac tua l  l i c e n s i n g  was $205 m i l l i o n  w i t h  t h e  d i f f e r e n c e  - 
f inanced  by u n u t i l i z e d  funds c a r r i e d  over  f rom FY 1968. 

c /  Inc ludes  $50 m i l l i o n  i n  supplemental funds a d d i t i o n a l  - 
t o  t he  $220 mi 11 i o n  o r i g i n a l  l y  requested. 

d/ Inc ludes  $1 5  mi 11 i o n  i n  supplemental funds a d d i t i o n a l  - 
t o  t h e  $1 33 mi 11 i o n  o r i g i n a l  l y  requested. 

BACKGROUND ON SUPPLEMENTAL REQUEST 

The P r e s i d e n t ' s  FY 1971 Budget i n d i c a t e d  t h a t  a u t h o r i z a t i o n  
and a p p r o p r i a t i o n  o f  as much as $100 m i l  1  i o n  above t h e  p ro -  
posed Suppor t ing  Ass is tance request  o f  $414.6 mi 11 i o n  migh t  
be needed t o  meet t h e  inc reased costs  o f  V ie tnamiza t ion .  
However, wi  tnesses be fo re  t h e  Appropr ia t ions  Commi t t e e s  
s t a t e d  t h a t  any reques t  f o r  a d d i t i o n a l  funds would n o t  be 
p resen ted  t o  t he  Congress u n t i l  t he  requirement was f i r m l y  
i d e n t i f i e d .  I t  i s  now e v i d e n t  t h a t  a d d i t i o n a l  f und ing  w i l l  
be r e q u i r e d  t o  suppor t  t he  Vietnamizat ion process a1 though 
t h e  amount i s  l e s s  than o r i g i n a l  l y  fo recas t .  

The Government o f  Vietnam i s  con t i nu ing  t o  expand i t s  
mi 1  i t a r y  f o r ces ,  which a re  t a k i n g  over  an i n c r e a s i n g  share 
o f  t h e  m i l i t a r y  burden. This  increased l e v e l  o f  m i l i t a r y  
a c t i v i t y  bo th  adds t o  t he  Government o f  Vietnam's budgetary 
cos t s  and withdraws manpower f rom the  domestic economy. A t  
t h e  same t ime,  t h e  Government o f  Vietnam i s  exper ienc ing  

a  l o s s  o f  f o r e i g n  exchange due t o  t he  wi thdrawal  o f  U.S. 
f o r ces .  

The Government o f  Vietnam, f o r  i t s  p a r t ,  has undertaken a  
sound economic r e fo rm  program designed t o  h e l p  c o n t a i n  the  
i n f l a t i o n a r y  pressures caused by t he  m i l  i t a r y  b u i l d u p  and 
t o  p u t  t he  domestic economy on a  sound bas i s ,  thus s e t t i n g  
t he  s tage  f o r  economic growth and, eventual  l y ,  se l  f - s u f f i -  
c iency .  This  r e fo rm  program deserves ou r  suppor t ,  and we 
a re  r eques t i ng  an a d d i t i o n a l  $50 m i l l i o n  f o r  t h i s  purpose. 

Also, t he  Government o f  Vietnam has passed and i s  implement- 
i n g  a  program o f  fundamental change i n  l and  ho ld ings  c a l l e d  
t he  Land- to- the-Ti  1  l e r  Program. We have a1 ready agreed, 
s u b j e c t  t o  Congressional app rop r i a t i ons ,  t o  suppor t  t h i s  
program by p r o v i d i n g  a  t o t a l  o f  $40 mi 11 i o n  over  a  p e r i o d  
o f  severa l  years .  We are  now proposing t o  inc rease  t h e  
U.S. suppor t  f o r  t h i s  program by $15 m i l  1  i o n  i n  FY 1971 i n  
view o f  i t s  importance i n  ach iev i ng  a  sense o f  n a t i o n a l  
u n i t y  and t o  inc rease  t he  commitment o f  r u r a l  people t o  t h e  
defense o f  t h e i r  coun t ry .  

OBJECTIVES -- OF SUPPLEMENTAL REQUEST 

1. To f a c i  li t a t e  t he  o r d e r l y  and r e g u l a r  wi thdrawal  o f  U.S. 
f o r ces  w i t h o u t  c r e a t i n g  unmanageable economic problems f o r  
t h e  South Vietnamese Government. 

2. To suppor t  t h e  Vietnamese Government's e f f o r t s  t o  s t a b i -  
l i z e  p r i c e s  and wages so as t o  promote p o l i t i c a l  s t a b i l i t y  
and c rea te  f avo rab le  cond i t i ons  f o r  economic development. 

3. To f i nance  a  l e v e l  o f  impor ts  adequate t o  reduce o r  
e l  im ina te  hoard ing  and commodity specu la t ion .  

4. To suppor t  r a p i d  implementat ion o f  t h e  new Land-to-the- 
T i  11 e r  Program. 

Economic S tab i  1  i z a t i  on 

Dur ing t he  twe lve  months between J u l y  1969 and J u l y  1970 
p r i c e s  rose by approx imate ly  50 percent .  Between January 



V I ETNAM 
1969 and October 1970, t h e  Government's f o r e i g n  exchange 
reserves f e l l  by approx imate ly  $90 mi 1  l i o n ,  a  r educ t i on  o f  
about  30 percent .  The Government's m i l i t a r y  budget expendi-  
t u r e s  w i l l  be s u b s t a n t i a l l y  h i g h e r  i n  1970 than i n  1969, 
l a r g e l y  as a  r e s u l t  o f  t he  assumption o f  g r e a t e r  respons i -  
b i l i  t i e s  under the V ie tnamiza t ion  program. A t  t h e  same t ime, 
t he  Government o f  Vietnam's earn ings o f  f o r e i g n  exchange 
f rom U.S. p i a s t e r  purchases a r e  expected t o  drop by about 
$30 m i l l i o n  i n  FY 1971 f rom the  FY 1970 l e v e l  as a  r e s u l t  o f  
t h e  wi thdrawal  o f  U.S. t roops .  

I n  l i g h t  o f  these f a c t o r s ,  t he  Government o f  Vietnam 
r e c e n t l y  p u t  i n t o  e f f e c t  a  s e r i e s  o f  d e f l a t i o n a r y  measures 
designed t o  absorb a d d i t i o n a l  purchasing power w i t h o u t  i n t e r -  
f e r i n g  w i t h  t he  f l o w  o f  e s s e n t i a l  goods i n t o  t h e  economy. 
These ma jo r  po l  i c y  changes took considerable po l  i t i  c a l  
courage t o  p u t  i n t o  e f f e c t ,  e s p e c i a l l y  i n  l i g h t  o f  t he  
p o l i t i c a l  problems generated by l a s t  y e a r ' s  a u s t e r i t y  t a x  
measures. 

The exchange r a t e  f o r  c e r t a i n  impor ts ,  a l l  expor ts ,  and 
f o r e i g n  p r i v a t e  purchases o f  p i a s t e r s  has been inc reased 
t o  275 p i a s t e r s  t o  t he  d o l l a r  as compared w i t h  t h e  p rev ious  
e f f e c t i v e  r a t e  o f  118 t o  1. Impor t  taxes have a l s o  been 
i nc reased  on c e r t a i  n  1  ess e s s e n t i a l  commodi t i e s .  These 
taxes a r e  es t imated  t o  y i e l d  an a d d i t i o n a l  13.6 b i l l i o n  
p i a s t e r s  ( rough ly  equ i va len t  t o  $50 m i l l i o n  a t  t h e  h i g h e r  
exchange r a t e ) .  Impo r t  1  i cens ing ,  which had been admin is-  
t r a t i v e l y  r e s t r i c t e d  du r i ng  t he  pas t  s i x  months, has now been 
made f r e e l y  ava i  l a b l e ,  thus  h o l d i n g  down specu la t i on  and 
reduc ing  t he  poss i  b i  1  i ti es f o r  w i  n d f a l  1  p r o f  i t s  t o  ho l  ders o f  
p r e v i o u s l y  scarce commodities. I n  add i t i on ,  i n t e r e s t  r a t e s  
and advance depos i t  requirements on imports have been 
increased,  and t he  Government has launched an ex tens ive  t a x  
c o l l  e c t i  on campaign t o  inc rease  t he  l e v e l  o f  domestic t a x  
revenue. 

To date, these measures have proved successfu l  i n  ma in ta i n -  
i n g  p r i c e  s t a b i l i t y .  Thus f a r  t h e r e  have been no s p e c u l a t i v e  
r e a c t i o n s  such as those which took p lace  a f t e r  t he  imposi-  
t i o n  o f  t he  a u s t e r i t y  taxes i n  October 1969. The f avo rab le  
r e a c t i o n  i s  due t o  t he  f o r e s i g h t  o f  t he  Government i n  p lan-  
n i n g  a  sound program and c a r e f u l l y  l a y i n g  t h e  groundwork 

f o r  t he  program w i t h  bo th  t he  L e g i s l a t u r e  and t h e  people. 
An e s s e n t i a l  element i n  ma in ta i n i ng  t h e  conf idence which i s  
necessary t o  con t inued  success o f  t he  program i s  s u f f i c i e n t  
f o r e i g n  exchange t o  meet impo r t  demand. We es t ima te  t h a t  
t he  minimum necessary l e v e l  o f  comnerc ia l  impor ts  i s  $750 
m i l l i o n ,  which i s  o n l y  s l i g h t l y  h i g h e r  than  FY 1970, f rom 
a l l  sources. The requi rement  f o r  new CIP funds t o  cover  
p a r t  o f  t h i s  l e v e l  would be $270 mi 11 ion,  o r  $50 mi 11 i o n  
h i g h e r  than t h e  o r i g i n a l  budget request .  

Land Reform 

I n  view o f  t he  importance o f  t h e  l a n d  re fo rm program i n  
g i v i n g  r u r a l  Vietnamese an inc reased commitment t o  t h e  de- 
fense o f  t h e i  r country ,  as we1 1  as i n  p r o v i d i n g  them w i t h  a  
f a i r e r  share o f  t he  economic b e n e f i t s  o f  t h e i r  own labor ,  
an a d d i t i o n a l  $15 mi 11 i o n  i s  proposed i n  FY 1971 as a  f u r t h e r  
i n c e n t i v e  t o  t h e  Government o f  Vietnam t o  acce le ra te  t h e  
issuance o f  l a n d  t i t l e s  t o  t h e  new owners. Experience t o  
date has shown t h a t  t i t l e  issuance i s  a  h i g h l y  impo r tan t  s tep  
i n  conv inc ing  t h e  r u r a l  tenants t h a t  t h e  Government i s  i n  
f a c t  t u r n i n g  t h e  l a n d  ove r  t o  them permanently.  

U.S. suppor t  w i l l  be made a v a i l a b l e  i n  t h e  fo rm o f  e s s e n t i a l  
impor ts  under t he  same r u l e s  as t he  Commercial Impor t  
Program, and t he  re l ease  o f  funds w i l l  be t i e d  t o  t h e  r a t e  
a t  which t i t l e s  t o  l a n d  a r e  i ssued  t o  t h e  new owners. As 
such, i t  shou ld  h e l p  t o  assure t h e  r a p i d  implementat ion o f  
t h e  Land- to- the-Ti  1  l e r  Program. 



( U . S .  F i a c o l  Y e o r s  - Y i l l i o n r  o f  D o l l p r a )  

U.S. OVERSEAS LOANS AND GRANTS - NET OBLIGATIONS AND LOAN AUTHOR1 ZATIONS 
REPAY - 
MENTS 

AND 
l NTERESl 

1 9 4 6 -  
1 9 7 0  

TOTAL 
LESS 

REPAY- 
MENTS 

AND 
l NTEREST 

POST-WAR MARSHALL 
RELIEF PLAN 
PERIOD PERIOD 

MUTUAL 
SECURITY 

ACT 
PERIOD 

FOREleN ASSISTAWCE ACT PERIOD TOTAL 
1946 -  
1 9 7 0  

PROGRAM 

L o m s . .  .......................................... 
C r m t s . . . . .  ... ......................... .......... 

FOOD FOR PEACE - TOTAL................................... 

T i t l e  I - To ta l  .............................. ................... FAYABCE IN U. 5. COLLARS - LOANS. :. 
PAYABLE IN FOREIGN CVFRENCX - PI anned f o r  Country Use .... (Total Soles Agreements. including U.S. Uses ) . .  

NO PROGRAMS 

P R I O R  

TO F Y  1 9 5 4  
PI anned f o r  Country Use.. .......................... 

..................... Econoaic Development t o m s . .  
.................... Econoaic Development C r m t s . .  .......................... G m w n  Defense C r m t s . .  

.................................... G o 1  ey Loms .  
Other C r m t s  ..................................... 

....... Assi s t m c e  Froa Other G u n t v  Agreements.. 

T i t l e  I I  - Total............................. 
.... EMERGENCY RELIEF, E m .  DEV. 6. WRLD FDOD PKGRPM 

mLUNTAKY REL l EF AGENCl ES.. .......................... 

DTHER U.S. ECOWQlC PROORAMS............................. 
CONTRIBUTIONS TO INTERNATIONAL LEND1 NG ORGAN1 ZATIONS. 
PEACE CWS .......................................... 

......................... SOCIAL PRX;RESS TWST FUND.. 
OMER.. .............................................. 

TOTAL ECONOMIC..................................... 

Lom s . .  .......................................... 
C r m  t s .  .......................................... 

. r l L l  TARY ASS I STANCE PROGRAM (c t~p.  t o  FAA APP. ). .d .... 
.............................. Crrdt  t A s s ~ s t a n c e . .  

( ; r m t s  ........................................... 
(4dd1 tronol Grants from Excess Stocks) .  .......... 

)TIER MILITARY ASS1 STANCE GRUITS... ...................... 
LXPORT-IWPORT BAWK MILITARY LOANS........................ 

TOTAL MILITARY.... ................................... 

274.7 
(29.9) 

274.7 

24u 

542.5 

I". 

......................... TOTAL ECOWQIC AM0 MILITARY 

L o m s . .  .......................................... 
C r m t s  .......................................... 

Excludes a id  t o  Indochina p r i o r  t o  p a r t i t i o n ;  t hese  d a t a  appear on t h e  page f o r  "Indochina-Undi 
F,lrcl%&e $3.3 ? i l l i o n  loan i n  FY 1958 f inanced by Asian Economic Deve lopen t  Funds. Thie loan is included i n  Eas t  Asia Regional. 
Excludes $43.1 mi l l i on  i n  FY 1967, $34.6 mi l l i on  i n  FY 1968, $34.7 mi l l i on  i n  PY 1969 and $54.5 mi l l i on  i n  FY 1970 i n  reimbursements by t h e  Department of Defense f o r  g ran t s .  
Annual da t a  represent  d e l i v e r i e s ;  t o t a l  shown i s  t he  cumulative progrsm through 1966 when m i l i t a r y  a s s i s t ance  under FAA was t r ans fe r r ed  t o  r egu la r  Department of Defense funding. 

- 5 -  



CENTRAL GOVERNMENT F'INANCES* 
(FY Ending December 31) - 1969 1970 

Total Expenditures ............. 153 252 
( ~ e f e n s e  ~xpendi tures)  ........ ( 45) (126) 
(Capital  Outlay) ............. (n.a.) (n.a.) 

Total Domestic Revenues ........ 129 
As Percent of GNP n.a. 

89 
n. a. ............ 

Deficit  (-) or  Surplus (+) ..... -24 -163 

* - Budget est imates. Converted a t  5 5  r i e l s  per  U.S. $. 

BASIC DATA 

Population (millions ; mid-1970) 6.8 ... Annual Growth Rate (percent). 2.2 

Area (1,000 square miles) ........ 70 
Population Density Per Sq. Mile 97 

Agricultural Land as  '$ of Area ... 20 
Percent of Labor Force i n  Agri.. 80 

PRODUCTION TRENDS 

Agricultural Production 
Total Index (1957/59=100) ............ 

Index Per Capita (1957/59=100) ..... 
Rice, rough (1,000 MT) ............. 

Electr ic  Power Production ........:... 
(Million KWH) 

INT'ERNATIONAL TRADE ( $ millions ) 

Total Exports ( f .  o.b. ) ................. 
Rice ............................... 

Total Imports (c. i .f  .) ................. 
Trade Balance ........................ 

GOLD & FOREIGN EXCHANGE ($ m i ~ i o n s )  t ...................... Offic ia l  Reserves ............... Commercial Bank Holdings 

CONSUMER PRICE INDEX (1963=100) .......... 
(~hnom ~ e n h )  

Per Capita GNP (1968; dol lars)  ... 150 

Life Expectancy (years ) .......... 44 
People per Doctor ................ 22,500 

Literacy Rate (percent) .......... 41 
Students as  '$ of 5-19 Age Group .. 42 

(Primary and secondary) 

t Gross basis;  end of period. E - Estimate. 

1970 Est . 



CAMBODIA _ --- - 

P R O G R A M  SUMMARY 
( In  mil l ions of dollars) 

E st irnated Proposed 

Supporting Assi stance . . . I- -- - ---- - - 

U.S. AID OBJECTIVES 

The fundamental o b j e c t i v e  o f  t h e  U.S. economic ass is tance  
program i s  t o  enable Cambodia t o  w i ths tand  t h e  severe eco- 
nomic d i s l o c a t i o n s  caused by c u r r e n t  h o s t i l  i t i e s  so as t o  
m a i n t a i n  p o l i t i c a l  s t a b i l i t y .  Th is  i s  a  necessary concom- 
m i t a n t  t o  U.S. suppor t  o f  a  m i l i t a r y  e f f o r t  adequate t o  
combat t h e  Nor th Vietnamese i nvas ion  and thereby preserve 
Cambodia's n e u t r a l  independence as a  na t ion .  To t h e  maxi- 
mum e x t e n t  f e a s i b l e  t h e  U.S. economic ass is tance program 
w i l l  be c a r r i e d  o u t  w i t h i n  a  mu1 t i l a t e r a l  framework. 

PROBLEMS AND PROGRESS 

Over t  hos ti 1  i t i e s  aga ins t  Cambodi a  by the  Nor th  Vietnamese 
s i nce  l a s t  March have produced a  number o f  grave economic 
consequences. The d i s r u p t i o n  o f  business, mobi 1  i z a t i o n  o f  
manpower, r e p a t r i a t i o n  o f  s k i  1  l e d  Vietnamese, d e s t r u c t i o n  
o f  p roduc t i ve  f a c i  1  i t i e s  and enemy con t ro l  o f  Cambodian 
t e r r i t o r y  have a1 1  d r a s t i c a l  l y  reduced i n t e r n a l  p roduc t ion  
and government revenues. The occupat ion o f  t he  rubber  
p l a n t a t i o n s  and c e r t a i n  o t h e r  c rop  producing areas and 
i n t e r d i c t i o n  o f  i n t e r n a l  t r a n s p o r t a t i o n  and tour i sm w i  11 
reduce e x p o r t  earn ings f rom t h e i r  normal l e v e l s  o f  about 
$90 m i l l i o n  t o  an es t imated  $20 m i l l i o n  i n  FY 1971. The 
r a p i d  expansion o f  t he  Cambodian armed fo rces  and t h e  cos ts  
o f  a c t i v e  f i g h t i n g  have a t  t he  same t ime d r a s t i c a l l y  i n -  
creased Cambodian expendi tu res  . The combinat ion o f  these 
f a c t o r s  w i  11 cause severe i n f l a t i o n  by e a r l y  1971, i f  n o t  
before,  and make i t  imposs ib le  f o r  t h e  government t o  f i nance  
c o m o d i  t y  impor ts  e s s e n t i a l  t o  t h e  economy and t he  m i  1  i t a r y  
e f f o r t .  

Even i n  t he  face  o f  a l l  these d i f f i c u l t i e s ,  Cambodia has 
managed t o  preserve i t s  p o s i t i o n  t o  date. M i l i t a r y  f o r ces  
a r e  be ing  t r a i n e d  and equipped. The i n t e l l e c t u a l s ,  youth,  

and s i g n i f i c a n t  segments o f  t he  coun t rys ide  have r a l l i e d  t o  
t he  government i n  t he  name of Cambodian na t iona l i sm.  Through 
a  s e r i e s  o f  f i s c a l  measures, i n f l a t i o n  has been kep t  f rom 
reaching ser ious  p ropo r t i ons ,  a1 though pressures a r e  b u i l d -  
i n g .  I n  response t o  a  Cambodian request ,  t h e  I n t e r n a t i o n a l  
Monetary Fund (IMF) made an economic assessment and has 
made recomendat ions  f o r  monetary and f i s c a l  improvement 
which can form the  framework f o r  thorough-going economic 
reform. As a  r e s u l t ,  Cambodia has sought a d d i t i o n a l  IMF 
t echn i ca l  ass is tance.  Japan, A u s t r a l i a  and New Zealand 
have p rov ided  i n i t i a l  , a1 though modest, amounts o f  e x t e r n a l  
a i d .  

PROPOSED FY 1971 PROGRAM 

Ana lys is  o f  a l l  a v a i l a b l e  da ta  i n c l u d i n g  recen t  impo r t  
pa t t e rns ,  a n t i c i p a t e d  m i  1  i t a r y  f o r c e  l eve l s ,  e x t e n t  and 
impact o f  h o s t i l i t i e s  on rubber  and o t h e r  a g r i c u l t u r e  pro-  
duc t i on  l e v e l s  and t r a n s p o r t a t i o n  systems i n d i c a t e s  t h a t  
$70 m i  11 i o n  o f  Suppor t ing Ass is tance funds and $30 mi 11 i o n  
o f  P.L. 480 T i t l e  I ass is tance  w i l l  be r e q u i r e d  f rom t h e  
Un i t ed  S ta tes  t o  meet Cambodia's minimal economic a i d  needs 
i n  FY 1971 and t o  ensure an unbroken supply  p i p e l i n e  du r i ng  
t h e  e a r l y  p a r t  o f  FY 1972. Commodities purchased w i t h  these 
funds w i l l  be used t o  o f f s e t  dec l i nes  i n  domestic p roduc t i on  
and expo r t  earn ings which cou ld  o therw ise  s e r i o u s l y  reduce 
r e a l  income l e v e l s  i n  Cambodia and thus jeopard ize  t h e  
a t ta inment  o f  U.S. goa ls  there .  Thus, program l e v e l s  w i l l  
be based on impor t  requirements o f  e s s e n t i a l  c i v i l i a n  goods, 
such as food, pharmaceut icals , t e x t i  1  es and processed goods, 
and w i l l  n o t  be t i e d  t o  d e f i c i t  spending by t he  Cambodian 
Government. 

The Un i ted  S ta tes  p lans t o  commit $20 m i l l i o n  o f  t he  P.L. 
480 T i t l e  I assis tance,  l a r g e l y  f o r  c o t t o n  and c o t t o n  p ro -  
ducts, wheat f l o u r  and tobacco, i n  t he  near  f u t u r e .  The 
balances w i l l  be made a v a i l a b l e  when r e q u i r e d  l a t e r  i n  t h e  
f i s c a l  year .  The economic ass is tance  funds requested w i  11 
suppor t  a  j o i n t l y  agreed program, i n c l u d i n g  necessary mone- 
t a r y  and f i s c a l  reforms, designed t o  ma in ta i n  reasonable 
p r i c e  s t a b i l  i t y  and s u s t a i n  t h e  economy's capac i ty  t o  sup- 
p o r t  t he  wide-spread mobi 1  i z a t i o n  now underway. Ra t iona l  
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management o f  the  f o r e i g n  exchange sys tem; r e a l  i s  ti c  pro-  
g r a m i n g  o f  f o r e i g n  exchange reserves; austere con t ro l  
over  budgetary expenditures, both c i  v i  1  i an and m i  1 i t a r y  
as r e l a t e d  t o  f o r ce  leve ls ;  sens ib le  wage and p r i c e  p o l i -  
c ies ,  p a r t i c u l a r l y  f o r  r i c e ;  and a n t i - i n f l a t i o n a r y  devices 
such as p o s i t i v e  i n t e r e s t  r a tes  on bank deposi ts  and sav- 
ings  bonds w i l l  be t op i cs  f o r  nego t i a t i on .  

Concurrent ly  the  Un i ted  States w i l l  urge Cambodia t o  coop- 
e r a t e  w i t h  and u t i l i z e  the  advice o f  IMF techn ica l  advisors 
so as t o  maximize b e n e f i t s  from ex te rna l  assistance. They 
w i l l  a l s o  be pressed t o  e x e r t  immediate e f f o r t s  t o  seek 
a c t i v e l y  economic assis tance from o t h e r  i n t e r n a t i o n a l  
donors t o  share the a i d  burden and he lp  Cambodia main ta in  
i t s  p o s i t i o n  as a  neu t ra l  na t ion .  





SUPPORTING ASSISTANCE PROGRAM RESTORATION 

PROGRAM SUMMARY 
(In mil l ions of dollars) 

These programs cannot  be c u t  i f  N ixon  d o c t r i n e  o b j e c t i v e s  
a r e  t o  be met.  U.S. o b j e c t i v e s  i n  a l l  f o u r  c o u n t r i e s  a r e  

I I I 
" 

Supporting Assistance . . . - - 7 -  i0 1 Sou theas t  As ia .  

mi 11 i o n  o f  S u p p o r t i n g  Ass is tance  funds programmed f o r  
o t h e r  c o u n t r i e s .  T h i s  amount was t r a n s f e r r e d  t o  t h e  M i  
t a r y  A s s i s t a n c e  Program by a  P r e s i  d e n t i  a1 D e t e r m i n a t i o n  
s i g n e d  on October  23. About $40 mi 11 i o n  o f  t h i s  t o t a l  
b e i n g  used f o r  mi 1  i t a r y  requ i remen ts ,  p r i m a r i l y  amnuni t 
and o t h e r  equipment and s u p p l i e s  f o r  Cambodian f o r c e s .  
r e m a i n i n q  $10 mi 11 i o n  i s  f o r  combat- re la ted comnerc ia l  

i n t e r r e l a t e d .  Suppor t  o f  t h e  N ixon  d o c t r i n e  i n  one c o u n t r y  
and n o t  i n  a n o t h e r  wou ld  j e o p a r d i z e  b roader  U.S. qoa ls  i n  

F Y  1968 
Actual 

-- - - I 

I n  o r d e r  t o  meet u r g e n t  mi 1  i t a r y  and economic r e q u i  rements Planned S u p p o r t i n g  A s s i s t a n c e  programs o u t s i d e  t h e  South- 
i n  Cambodia, i t  was necessary  t o  d i v e r t  t o  Cambodia $50 e a s t  A s i a  s e c u r i t y  a r e a  a r e  s m a l l .  Together  t h e y  t o t a l  

o n l y  s l i g h t l y  more t h a n  $50 m i l l i o n .  They i n c l u d e  p r i m a r -  
li- i l y  such h i g h  p r i o r i t y  e f f o r t s  as s u p p o r t  f o r  UNRWA r e f u q e e  

programs i n  t h e  M i d d l e  East,  s u p p o r t '  f o r  UN f o r c e s  i n  
" 

s Cyprus, and c o n t r i b u t i o n s  t o  r e 1  i e f  and r e h a b i  1  i t a t i o n  e f -  
on f o r t s  i n  N i g e r i a .  There a r e  no p o s s i b i l i t i e s  f o r  s i g n i f i c a n t  
The r e d u c t i o n s  i n  these  programs. 
m- 

F Y  1969 
Actual  

i 
p o r t s  s u c h ' a s  POL and b r i d g e  and r o a d  c o n s t r u c t i o n  m a t e r i a l s .  Fo r  t h e s e  reasons r e s t o r a t i o n  o f  t h e  $60 m i l l i o n  o f  Suppor t -  
Ano the r  $10 m i l l i o n  o f  S u p p o r t i n g  Ass is tance  funds program- i n g  A s s i s t a n c e  funds t h a t  have been o r  a r e  p lanned t o  be 
med f o r  o t h e r  c o u n t r i e s  i s  l i k e l y  t o  be r e q u i r e d  f o r  Cam- t r a n s f e r r e d  t o  Cambodia i s  e s s e n t i a l  t o  a v o i d  s u b s t a n t i a l  
b o d i a  d u r i n g  t h e  second q u a r t e r  o f  FY 1971. r i s k s  t o  U.S. p o l i c y  i n  Sou theas t  As ia .  

The S u p p o r t i n g  A s s i s t a n c e  program o r i g i n a l  l y  r e q u e s t e d  
f o r  FY 1971, w i t h  v e r y  m i n o r  e x c e p t i o n s ,  i s  addressed 
t o  s e c u r i t y  requ i remen ts  i n  Southeast  Asia.  A lmost  90 
p e r  c e n t  o f  t h e  t o t a l  i s  f o r  Vietnam, Laos, and T h a i l a n d  -- 
i n  d i r e c t  s u p p o r t  o f  t h e  o b j e c t i v e s  o f  the Nixon d o c t r i n e s .  

F Y  1970 
Estimated 

F Y  1971 
Proposed 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 

Supporting Assistance Avai 1 abi 1 i t y  and Program, FY 1970 and FY 1971 
(As shown in  FY 1971 "Program Presentat ion t o  t h e  Congress" 

with supplemental reques t  added) 

( In  thousands of do1 1 a r s  ) 

Estimated Proposed 
FY 1970 FY 1971 

SUPPORTING ASSISTANCE 

Unobl i ga t ed  Bal ance 
Brought Forward 

Appropriation 395,000 609,600 d/ 

Transfers  b/ - - 60,000 - 

Receipts and Reimbursements 7,560 7,600 

Recoveri e s  49,540 52,080 

Total Avai lab i  1 i t y  and Program 507,779 609,280 C/ 

a/  Incl udes $195 mi 11 ion supplemental reques t .  - 
b/ Transfer red  o r  l i k e l y  t o  be t r a n s f e r r e d  t o  Defense Department - 

f o r  Mil i t a r y  Assistance t o  Cambodia. 
c /  Includes $135 mil 1 ion program increase  from proposed supplemental - 

($195 mil 1 ion appropr ia t ion  minus $60 mil l ion t r a n s f e r  t o  Defense 
Department f o r  Mi l i t a ry  Assistance Program. ) 



SUPPORTING ASSISTANCE - SUMMARY OF PROGRAMS BY AREA AND COUNTRY 
(FY 1969 adjusted f o r  comparab i l i t y  w i t h  FY 1970 and FY 1971 appropr ia t ion  s t r u c t u r e )  

FISCAL YEARS 1969. 1970 and 1971 
As shown i n  the  FY 1971 "Program Presentati-on t o  the  Congress" 

w i thsupp lementa l  request added 

( I n  thousands o f  do1 l a r s )  

SUPPORTING ASSISTANCE 

SUMMARY - ALL PROGRAMS 

L a t i n  America 

Guatemala 
Dominican Republ ic 
Guyana 
H a i t i  

Africa 
Regional Programs 
Kenya 
Uganda 
Ghana 
Tunisia 
L i b e r i a  
Morocco 
N iger ia  
Congo (Kinshasa) 

Near East and South Asia 

Afghanistan 
I n d i a  
Nepal 
Pakistan 
Rea ional Proarams 

East Asia 

Cambodia 
Indonesia 
Korea 
Laos 
Ph i l ipp ines  
Thai land 
Regional Programs 

Vietnam 

Country Programs 
Expanded Vietnam Program: 

Admin is t ra t i ve  Expenses 
Program Support and I n t e r r e g i o n a l  

A c t i v i t i e s  

Department o f  Defense 
Reimbursable Costs 

In te rnat iona l  Organizat ions 
and Programs 

UN Populat ion Programs 
UN Force i n  Cyprus 
UN Rel ie f  and Works Agency 

Development Research 

Program Support and I n t e r r e g i o n a l  
A c t i v i t i e s  

Funded from Vietnam f o r  Program Support. 
In te r reg iona l  A c t i v i t i e s  and Research 

Und is t r ibu ted  Populat ion Grants 

FY 1969 FY 1970 FY 1971 
Actual Est imated Proposed 

a/ For popu la t ion  programs under T i t l e  X o f  the  f o r e i g n  Assistance Act.  

- 13 - 




